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OUR MISSION AND VALUES

Our mission is to be Canada’s leading alternative asset class manager. 

Integrated Asset Management Corp. is guided by the following 

key objectives and values:

> Create superior risk-adjusted returns for our clients.

> Consistently exceed client expectations.

> Know our success depends on the success of our clients.

> Be the industry leader in product quality.

> Foster innovation and creativity in new product development.

> Be a leading industry source of alternative asset class information.

> Practise the highest standards of professionalism and integrity.
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Leadership also means sharing the results of our research and development with 

the public and expanding the knowledge and understanding of alternative strategies

among investors. As we introduce new strategies, managers and companies into our

group, each will be demonstrably the best in its field. As industry pioneers, we embrace

the new and the unconventional. We are unafraid to lead the way and we are committed

to delivering superior alternative asset management to our clients.

> To us, leadership means the willingness to 
break away from tradition and explore new 
ideas, strategies and asset classes.



2004 FINANCIAL PERFORMANCE

Assets Under Management

>  MILLIONS OF DOLLARS

$1,732

04 12.0403020100

Years ended September 30. 

In November, 2004, Integrated Private Debt closed the  

Integrated Private Debt Fund LP, raising $600 million in  

commitments. Also in November, GPM closed two funds,  

raising more than $200 million in commitments. 
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2004 was a year of growth for 
Integrated Asset Management Corp.

> Assets under management up 20%

Assets under management increased

by 20% to $1.7 billion. After year 

end, asset growth accelerated.

> Revenues increased 26%

Revenues increased 26% to $21.5 

million. Growth occurred in all 

components of revenues, including 

unrealized performance fees.

> Return to profitability

The corporation returned to 

profitability in 2004. Net income 

was $430,761 or $0.02 per share 

compared with a loss of $467,639 

or $(0.02) per share for the year 

ended September 2003.
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Revenues

>  THOUSANDS OF DOLLARS
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Net Income

>  THOUSANDS OF DOLLARS

$431

0403020100

Years ended September 30.
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CHAIRMAN’S REPORT

We are pleased to present to our shareholders, clients and
employees the sixth Annual Report of Integrated Asset
Management Corp. (“IAM” or the “Corporation”).

A dominant theme runs throughout this report...performance.
Performance is at the heart of everything we do. To us that
means many things, performance in raising assets, 
performance in managing those assets and performance in
attracting and retaining the very best managers.

Fiscal 2004 was a period of reasonable growth, with assets
under management increasing 20% to approximately $1.7
billion at September 30, 2004. However, shortly after year
end, we clearly demonstrated our ability to achieve a superior
standard of performance in raising assets. In the first week

of November, 2004 we successfully closed three new funds,
raising over $800,000,000 in commitments after lengthy
marketing extending over many months.

Integrated Private Debt closed Canada’s first investment
grade private debt fund with commitments of
$600,000,000. GPM closed GPM (10) and a segregated
account for total commitments of $212,000,000. By the
end of December, 2004, total assets under management and
commitments stood at $2.5 billion.

Just before the end of the year, Integrated Partners made the
last investment to complete the investment program for the
first fund. The fund has a diverse portfolio, all with excellent
prospects. Further payments were received in fiscal 2004
with respect to the first realization, in September 2003, of
a portfolio company. With the investment program complete,
Integrated Partners is now in a position to raise additional
funds, expected to close in 2005.

During 2004, BluMont continued to build market presence.
BluMont is devoting significant resources to distribute 
structured products managed by its strategic partner, Man
Investments to investors in Canada. In fiscal 2004 four BluMont
Man structured products closed successfully, raising just under
$196 million. By September 30, 2004, Hedge Funds assets
under management had grown to $552 million.

Our clients expect strong performance from us, and we strive
to meet and exceed those expectations. GPM has continued
its long history of superior performance, Integrated Partners
has achieved solid results and Integrated Private Debt has
achieved its target spreads and credit performance. The
long-term returns of the BluMont Hirsch Performance Fund
are exceptional.

Performance fees are a significant portion of our total income
and over a longer period of time they should represent a 
significant but variable source of income. During fiscal
2004, unrealized performance fees increased $1.5 million,
to $14.9 million as at September 30, 2004. These unreal-
ized performance fees have not been reflected in our financial
statements and will be recognized only when realized. The
increase in our unrealized performance fees is an indication
of the superior results that our investment professionals 
produced for their clients. 

It should be noted that after 11 years GPM (6) has matured
and is now in the process of being liquidated. This should result
in substantial performance fees being realized early in 2005.
Additional details are provided in the GPM operational review.

In previous years, I have explained that we had devoted a
large amount of our resources to building company infrastructure
and that we were expecting to realize significant profits as
assets under management grew. This is now beginning to unfold
and we expect improving profitability in 2005 and beyond.

“A dominant theme runs throughout this report...performance. Performance 

is at the heart of everything we do. To us that means many things, 

performance in raising assets, performance in managing those assets 

and performance in attracting and retaining the very best managers.”  



In June, we were honoured to be selected by Profit magazine
for inclusion in their 16th annual ranking of Canada’s 100
Fastest Growing Companies. In describing why the companies
chosen are successful, Ian Portsmouth, the magazine’s editor,
wrote that the reasons for success include: “creating products
and services people want (or, in many cases, that people
don’t yet know they want); the ability to attract, guide and
retain great people; and finding ways to finance their growth”.

The opportunity before us continues to expand. Many pen-
sion funds still have substantial funding deficits, despite the
substantial improvement in capital markets over the last
year. A typical pension fund needs to achieve a real return of
approximately 5% in order to meet its funding target.
Traditional asset classes and conventional management will

no longer get the job done. Any reasonable projection of
fixed income and equity market returns simply will not pro-
duce the required results. The managers of pension funds
are beginning to acknowledge this new reality and are being
compelled to add alternative assets to their portfolios.

For individual investors, the situation is similar. Many now
understand that the apparently effortless double digit
returns of the 1990’s were an aberration, unlikely to soon
recur. At the same time as returns are eroding, volatility is
increasing. More and more investors, counseled by increas-
ingly better informed advisors, will seek out alternatives to
reduce risk and enhance performance.

Many investors think that alternative assets are something
new. Nothing could be further from the truth. Private equity
was a common form of investment long before stocks
became publicly traded. Real estate as an investment has
been around since the dawn of man and private debt was the
only form of debt for hundreds of years before the creation
of public bond markets.

These asset classes are tried and true whereas the conven-
tional asset classes of publicly traded stocks and bonds are
relatively new, and, in my opinion, have led investors to
adopt a very short-term, counter-productive view.

As you will see in the Review of Operations, each of our busi-
nesses has made significant progress. We are particularly
gratified by the closing of the Integrated Private Debt Fund
LP after more than two years of hard work.

This was a year of excellent performance. Just as our assets
are growing, so is our market presence. We are committed to
providing the research, education and information that
investors need in order to gain the understanding and confi-
dence to invest in alternative assets.

We will continue to evaluate new asset classes, strategies
and firms whose addition would benefit the group. The
rewards from initiatives that began two years ago inspire our
continued investment in the future, thus ensuring that we
maintain our high standards of performance.

Victor Koloshuk
Chairman, President and Chief Executive Officer

Victor Koloshuk
Chairman, President and Chief Executive Officer
Integrated Asset Management Corp.

“This was a year of excellent performance. Just as our assets are growing, 

so is our market presence. We are committed to providing the research, 

education and information that investors need to gain the understanding 

and confidence to invest in alternative assets.”  
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Do we have the best alternative money

managers in the country? If so, how do

we do it?

The answer is yes, we do have some of the best money
managers in the country. The reason for this is simple. IAM
was created specifically to bring together the very best
managers. Either we acquired their companies, as in the
case of GPM, First Treasury, and IMFC or we built a business
around them, as in the case of Integrated Partners and
Hirsch Asset Management, which became BluMont.

It is important to bear in mind that our business is funda-
mentally different from the traditional money management
business which revolves around publicly traded stocks and
bonds. In our business there is strong persistence in manager
performance. Therefore, since we spend a lot of money and
effort on infrastructure (marketing, sales, operations, admin-
istration, systems) it is essential to start with good money
managers. 

Persistence of returns means that good managers are always
good and bad managers are always bad. Research shows that
in a traditionally managed portfolio of publicly traded stocks
and bonds there is almost no persistence in returns for most
managers. In other words – what’s the point of wasting time
and money finding good managers if they are inconsistent
from year to year.

Another crucial difference between traditional and alternative
asset management and a key contributor to our performance is
the willing acceptance of illiquidity. John Maynard Keynes
wrote incisively and persuasively about liquidity. He believed:

“Of the maxims of orthodox finance none, surely, is more
anti-social than the fetish of liquidity, the doctrine that it is
a positive virtue on the part of investment institutions to 
concentrate their resources upon the holding of “liquid”
securities. It forgets that there is no such thing as liquidity
of investment for the community as a whole. The social
object of skilled investment should be to defeat the dark
forces of time and ignorance which envelop our future. The
actual, private object of the most skilled investment today is
“to beat the gun”, as the Americans so well express it, to 
outwit the crowd, and to pass the bad, or depreciating, half-
crown to the other fellow.” (1)

We share his view. For many investors, the pursuit of liquidity
has become akin to the search for the Holy Grail. There is a
mistaken assumption that it somehow has great value and
that performance should be freely traded off in return for
liquidity.

The fact is most long-term investors have nowhere near the
need for liquidity they have been led to believe. As managers
of alternative assets, we are quite content to accept illiquidity,
because that means we can trade it for superior information
and influence. This allows us to take advantage of market
inefficiencies to create superior risk-adjusted returns for our
clients.

(1) John Maynard Keynes, The General Theory of Employment, 
Interest, and Money, 1936

PERSPECTIVE ON PERFORMANCE
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How do we keep our managers?

Very simply, we make sure they have large equity and other
economic interests in their own divisions and IAM. Managers
are eligible for incentive based compensation; growth in
assets under management is rewarded with stock options to
reflect the expected future value, profitability is rewarded
with cash bonuses, and managers have the option of 
converting a portion of cash bonuses earned into treasury
stock at a discount.

In addition, each of our division heads exercises significant
influence over total corporate policy and direction. Our company
is controlled by our managers and as such they form a majority
of the board.

Why would a diverse group of managers

want to be under one roof?

There are several important dimensions to the answer. There
are obvious benefits that arise from the inherent efficiencies
in utilizing common resources such as marketing, sales, and
administration. Research and product development can be
shared and used to generate new ideas across and among
companies.

The combined size of our group confers credibility and con-
fidence on each of the individual firms. This is particularly
important in marketing to those investors which equate size
with quality and stability. As we build awareness of the IAM
brand, each company benefits from the success of the others.

In addition, and just as importantly, there is significant synergy
in deal generation. All managers get to see each others’
transactions and receive cross referrals. We see most of the
corporate activity in mid-market Canada.

Ours is a hands-on business where we have direct one-to-one
contact with portfolio companies. Our corporate relationships
are very broad and deep. We do not, however, view the portfolio
corporations as our clients – our clients are the institutions
and individuals who have given us their money to invest.

An important part of our activity is to continually evaluate
strategies and managers that might be added to IAM. A single
common theme prevails, they must be the best.

How are we governed?

Independent directors have an important place on the board.
They make sure the outside shareholder gets fair representa-
tion and there is full, true, and plain disclosure to the share-
holders about the affairs of the company, both good and bad. 

The independent directors are at the heart of our corporate
governance. As well, there are also two active committees,
Audit and Compensation and Governance, which are comprised
entirely of outside directors. At present there are 3 inde-
pendent directors, with recruiting for a fourth underway.

The independent directors participate in a number of meetings
over the course of the year, and in addition also meet informally
with management frequently throughout the year. Directors
are compensated with a combination of cash and shares. In
order to ensure alignment of interest, each independent
director will be required to own shares of IAM with a value
equivalent to at least 5 times the director’s annual retainer.
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IAM is Canada’s leading manager of alternative assets. Since our founding in 1998,

we have never wavered in our determination to deliver the best in alternative asset

management to our clients.

We develop and manage alternative assets that allow investors to reduce risk and

enhance return in their traditional portfolios. Our strategy is to seek out the very best

alternative asset managers. We both acquire and build teams of experienced managers.

Our product line today is broad, encompassing private equity, private debt, real estate,

managed futures and hedge funds.  It will expand. Additional strategies and managers

that might be added to the group are continually being evaluated.

There are elements common to every one of our operating companies. Each one is a tightly

focused, highly specialized group of seasoned professionals. They are demonstrably

among the best in their field.

Following are the detailed reports from each of them: Integrated Private Debt, GPM,

Integrated Partners, Integrated Managed Futures and BluMont Capital.

REVIEW OF OPERATIONS
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CORPORATE STRUCTURE

as at September 30, 2004

Hedge Funds

Managed Futures

Private Equity

Real Estate Investment Management

Private Corporate Debt

Commercial Property Management & Leasing

Real Estate Merchant Bank
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PRIVATE CORPORATE DEBT

For First Treasury, this was a breakthrough year. On
November 3, 2004, after more than 2 years of hard work,
the Integrated Private Debt Fund LP (the “Fund”), Canada’s
first senior secured investment grade private debt fund,
closed with commitments of $600,000,000.

Coincident with the closing, First Treasury changed its name
to Integrated Private Debt Corp. (“IPD”). For over 17 years,
First Treasury has been Canada’s leading independent under-
writer and manager of senior secured private debt and has
provided over $1 billion in financing to Canadian businesses.
The “Integrated” branding was adopted to demonstrate the
depth and breadth of the investment products offered by
IAM and to reinforce the size and strength of the group.

IPD’s investment management skills and resources have
been extended to a new group of institutional investors.
Fund investors include public and private pension funds
(large and small) and other institutional investors. The
investors’ fixed income portfolios will benefit from the higher
risk-adjusted rate of return, broader diversification and lower
volatility that characterizes the private debt market compared
to public bond markets. 

Some investors in the Fund have the opportunity to co-invest
in loans that exceed the Fund’s diversification limits. This
could have the effect of increasing the total capital to be
invested to an amount substantially in excess of the
$600,000,000 committed.

For qualifying mid-market corporate borrowers the Fund
increases the availability of fixed rate term financing in the
market place. The Fund offering for these borrowers will
include non-demand loans with terms to maturity of 5 to 10
years, fixed interest rates and repayment terms that match
the economic life of the borrowers’ assets.

Funds will be typically used to refinance or consolidate existing
debt, modernize or expand the business and finance acqui-
sitions. The loans will reduce the borrowers’ dependency on
short-term, floating rate debt and provide diversification of
their sources of debt capital.

Over the course of the year, $104 million in financing was
committed, increasing the assets under management to
$243 million at September 30, 2004, compared with $169
million at the prior year end,

With the addition of $600 million in commitments to invest,
assets under management should grow significantly by the
year ending September, 2005. The Fund is to be invested in
24 to 36 months from the date of the first investment, which
should be in January, 2005.

The introduction of the Integrated Private Debt brand was
broadly communicated coincident with the announcement of
the closing of the Fund. It has attracted considerable attention
from investors, prospective borrowers and their advisors. This
initial interest is already being manifested by prospective
transactions and IPD expects to invest the commitments on
a timely basis.

Marketing for a second fund can begin once 75% of the
Fund has been invested. By that time, IPD will have been
firmly established as Canada’s leading independent manager
of senior secured private debt funds. 

John Robertson
President and Chief Executive Officer

Integrated Private Debt Corp.



This was a record-breaking year for Greiner-Pacaud
Management Associates (“GPM”). GPM (10), the 10th in the
series of closed end funds, raised nearly triple the amount
subscribed in any of the previous 9 funds. Also, GPM estab-
lished its first segregated portfolio for an institutional investor.

GPM and its subsidiaries, Darton Property Advisors & Managers
Inc. (“Darton”) and Greiner-Pacaud/Hamilton Inc., are the real
estate management arm of IAM. 

Assets under management increased from $804 million as 
at September 30, 2003 to $870 million at year-end 2004.
On November 4, 2004, GPM announced the second and
final closing of GPM (10), for total gross commitments of
$142.3 million. 

By year end, the investment program for GPM (9) was complete.
GPM (9) closed in July, 2002, having raised $55 million for
investment. Working in a very competitive environment, GPM
acquired the properties necessary to invest all of the capital
without compromising its traditional quality standards.

Over the last 22 years, over 60 institutional clients have
invested with GPM with almost 70% being repeat investors.
GPM’s client loyalty stems from the firm’s integrity and
industry leading performance. For the 22 years from July
1982 to September, 2004, the composite annual internal
rate of return of GPM (1) through (9), net of advisory fees,
has been 13.4%. GPM’s performance is even more impres-
sive given that it has been achieved with little or no leverage.

Near the end of the calendar year, GPM opened its first seg-
regated account for a major institutional client. The initial
capital committed was $70 million. 

Darton completed an acquisition effective November 2003,
with the purchase of Monarch Property Management Limited
(“Monarch”). This transaction added over a million and a
half (1.5 million) square feet of commercial properties and
over four hundred (400) new tenants under administration.

The integration of the Darton and Monarch operations has
been a primary focus throughout the past year and has now
been successfully completed. The integration included the
disposition of the condominium management component of
the portfolio. The nominal proceeds of the sale offset the costs
of acquisition, making the transaction immediately accretive.

In addition to absorbing Monarch, the Darton portfolio has
expanded through internal growth to finish the year with a
portfolio under management of 8.6 million square feet, and
over 1200 tenancies. Plans for the coming year focus on two
initiatives; a move to increase the volume of high margin 
in-house services, (which has been initiated with the hiring
of Siobhan Kenny as Vice President, Leasing), and growth
through select clients who will utilize Darton’s full service
package and are in an expansion mode.   

There will be a significant event early in the new year. GPM
(6), which was launched in May, 1993 with $56.7 million in
capital, has matured. As a result, the portfolio must be sold
and the proceeds distributed to the investors. As at September
30, 2004 the appraised value of the portfolio was approxi-
mately $86 million. A sale at this price would result in 
payment to GPM of a performance fee of around $7 million.

Looking ahead, GPM is determined to maintain its customary
high standards while investing in excess of $200 million.
Additional professional staff have been added to expand
capacity.

We expect that there will continue to be strong demand for
core real estate investment management from pension funds
for the foreseeable future. Funding deficits are still a reality
for most pension funds and capital markets return projec-
tions suggest that they will struggle to meet their minimum
return requirements. Real estate is a long-term asset class,
with relatively high current income and a positive correlation
to inflation. These are very desirable features for pension
funds. With expanded capacity at GPM, the firm is well posi-
tioned to respond to the demand.

REAL ESTATE MANAGEMENT

Brent Chapman
President 

Greiner-Pacaud Management Associates
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Integrated Partners is the private equity arm of IAM. Led by
George Engman, the team of professionals comprises one of
the most experienced private equity teams in the country. 

As year end approached, the final investment was made to
invest all of the capital committed to the fund since it closed
in July, 2001. This was a period in which many private equity
funds struggled to place the commitments they had raised
and the return of some uninvested commitments to limited
partners was not uncommon.

During the investment period, the Integrated Partners team
evaluated some 250 potential transactions. The team harbours
no sectoral or industry biases. Rather, they target established
private and public mid-market companies, as well as under-
performing companies that will benefit from their expertise.
In particular, the team favours transactions in which they can
enable good companies to do more of what they do best.

Although the fund has only just completed its investment
phase, it has already completed its first realization. In August
of 2002, the fund invested $10 million in Interactive Circuits
and Systems Ltd. (“ICS”). Shortly after the investment closed
the company was re-organized and two acquisitions completed.
Subsequently an unsolicited purchase offer was received. 

In September, 2003, ICS was sold to Radstone Technologies
PLC in England. By September 2004, a total of $18 million
in cash had been received. All that remains is a small hold-
back. The $18 million in cash represents an IRR of 63.5%,
which can increase to a maximum of 65.1% should the
holdback be paid as anticipated in 2005.

The final investment in the portfolio was completed near the
end of fiscal 2004 when Omega General Insurance Company
(“Omega”) was granted a federal insurance license. Omega
was formed to meet the demand for a dedicated portfolio
run-off vehicle for insurers. 

As at June, 2004, there were 89 Property & Casualty insurance
companies and 94 branches of foreign P&C companies in
Canada. Once a foreign company makes the decision to shut
its Canadian branch it must either sell its portfolio to a
licensed insurance company or settle every claim before 
regulators will allow the repatriation of surplus capital. The
latter is not appealing to a departing insurer because it can
take years to run-off a portfolio.

Until the formation of Omega, there was no dedicated portfolio
run-off vehicle for insurers which wish to exit the Canadian
market in a timely fashion. Omega is up and running and
already evaluating potential transactions. Omega was previ-
ously Focus, a company which up until now has only been
able to provide run-off management consulting.

Other portfolio companies are progressing well. One of those
companies, Girit Projects Inc. was ranked number one in
Profit magazine’s annual “Hot 50-Canada’s Emerging Growth
Companies” in September 2004. To the end of September
2004, the IRR on the total portfolio was 26%.

Integrated Partners has commenced fund raising for a second
fund, with a target size of up to $250 million. This fund raising
is being conducted in a somewhat challenging environment
for a variety of reasons and new commitments to private
equity funds tend to be cyclical in nature.

Private equity returns have been depressed over the last couple
of years and this combined with a pressing need for current
income has made some pension funds wary of committing to
private equity. Nonetheless, we believe that the continuing
success of the first fund and the depth and experience of the
team will allow us to overcome these obstacles.

Integrated Partners is also in the final stage of development
of a unique new product through a joint venture with sister
IAM company, Integrated Managed Futures (IMFC). This new
product, the CTA Merchant Bank, will allow investors to gain
immediate exposure to a pool of CTAs (Commodity Trading
Advisors). The fund will commit significant amounts of capital
to emerging CTAs in exchange for an equity ownership interest
in their firms. Investors will benefit both from the return on
the investment in managed futures and from the appreciation
in the equity value of the CTAs as they grow, driven by the
invested funds injected and by the enhanced management
processes that Integrated Partners and IMFC will bring.

PRIVATE EQUITY

George Engman
President and Chief Executive Officer

Integrated Partners
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Integrated Managed Futures Corp. (“IMFC”) is the newest
firm in the IAM group of companies. 

IMFC is registered as a CTA (Commodity Trading Advisor)
and CPO (Commodity Pool Operator) with the Commodities
Futures Trading Commission (CFTC) in the United States, is
a member of the National Futures Association, and is regis-
tered as a CTM (Commodity Trading Manager) and Limited
Market Dealer in Ontario.

Managed futures is in many ways the quintessential alternative
asset class. Managed futures are uncorrelated to equity and
fixed income markets, offer potential high absolute and risk-
adjusted returns in both rising and falling markets and 
provide a measure of inflation protection. Moreover, managed
futures are highly regulated, liquid and fully transparent, 
offering minute to minute mark to market pricing and valuation.

Perhaps most important, managed futures perform particularly
well in times of severe stress. Historically in periods of 
economic or political upheaval, managed futures have 
performed very well. When equity markets correct sharply,
managed futures typically yield positive returns.

The managed futures industry has been growing quickly,
with assets under management tripling from $US 40 billion
at the end of 2001 to $US 120 billion at September, 2004.
This growth has been driven both by a growing recognition
that managed futures are a highly effective diversifier and by
hedge fund-of-funds which are increasingly incorporating
managed futures programs in their funds. Adding a managed
futures component to a portfolio of hedge funds has the
effect of reducing risk and enhancing return.

The fundamental economics of the managed futures business
are appealing to us. The normal fee structure incorporates a
2% management fee and a 20% incentive fee, with no hurdle
rate. This fee structure, applied against the very strong
potential returns inherent in managed futures, can be very
attractive. The business is scalable, and incremental assets
under management require few incremental expenses. The
strategy employed by IMFC would not begin to encounter
capacity constraints until assets reach at least $US 500 million.

As at September 30, 2004, IMFC assets under management
were $US 6 million. IMFC has grown slowly but steadily,
increasing assets under management for each of the last 5
consecutive quarters. There is a phenomenon in the managed
futures industry such that CTAs grow very slowly until assets
reach $US 10 million. The rate of growth accelerates modestly
thereafter. The next threshold is $US 25 million, from which
growth typically accelerates dramatically. This phenomenon
is one of the key characteristics underlying the development
of the CTA Merchant Bank by IMFC and Integrated Partners.

As with any asset class, the managed futures industry is
subject to periodic drawdowns or declines in performance.
This summer the industry went through one of the worst
drawdowns since 1980, falling 20% from its peak. This had
the effect of temporarily stalling new investments with CTAs.
However, historically managed futures have exhibited very
strong recoveries from periods of drawdown. This summer
and fall were no exception. The managed futures industry
and IMFC have posted gains of 18.7% and 19.3% respec-
tively in the three months from September 2004 through to
the end of November 2004.

Over the past year, IMFC’s research effort has been directed
to refining its trading strategies and risk control. This has
increased capacity and improved trade execution. The number
of markets traded was expanded to add LME Aluminum,
Zinc, Nickel and Lead. The program is allocated equally
across global industrial, financial and agricultural sectors.

IMFC has devoted considerable time and effort to establishing
relationships with asset management firms in the United
States and Europe which specialize in allocating assets to
CTAs. These allocators have responded positively to the 
combination of the strength and resources of IAM with
IMFC. As IMFC reaches the asset thresholds identified
above, it is expected that the allocators will commit 
significant capital to IMFC. IMFC has also developed an 
offshore platform to facilitate investment by fund-of-funds
and international investors.

We are confident that IMFC is poised to ride the accelerating
growth curve characteristic of its industry.

MANAGED FUTURES

Roland Austrup
President and Chief Executive Officer

Integrated Managed Futures Corp.
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HEDGE FUNDS

BluMont Capital Inc. (“BluMont”) is the hedge fund distri-
bution and manufacturing arm of IAM. Specializing in hedge
funds, BluMont offers innovative investment products that
provide enhanced return potential and diversification outside
of traditional equity and fixed income investments. 

Fiscal 2004 was a ground-breaking year for BluMont, being
the first in which it has posted a profit. It also signalled
another successful 12 months of growth as the firm not only
saw increases in assets under management and revenues
throughout the period, but continued to build its line-up of
products and organizational infrastructure.

Assets under management increased by 37% from $402.5
million as of September 30, 2003 to $552.4 million as of
September 30, 2004. Revenues, meanwhile, increased by
37% from $8.5 million to $11.6 million, primarily due to an
increase in performance fees realized during the year. For
the fiscal year, BluMont had a net profit of $409,255 or $0.01
per share compared to a net loss of $1,100,731, or $(0.03)
per share for the year ending September 30, 2003.

During the period under review, the growth in assets was 
achieved in two key areas: continued sales of structured
products from strategic partner, Man Investments Inc.
(“Man”), and accelerated growth in proprietary funds managed
by BluMont’s Chief Investment Officer, Veronika Hirsch. 

As of November 30, 2004, assets under management stood
at approximately $600 million. The mix between structured
BluMont Man products and other funds at 58% and 42%
respectively illustrates BluMont’s sales emphasis on
BluMont Man products. 

Notwithstanding the focus on Man, BluMont has had 
considerable interest in the funds managed by Veronika
Hirsch, in particular the BluMont Hirsch Performance Fund.
This opportunistic, long-only Canadian equity fund has
attracted new investors and media accolades owing to a
combination of its unique management fee structure and its
superior performance over the past seven years. As of
November 30, 2004, the fund had an annualized net return
to investors of 16.45% from inception, and has had double-
digit returns in each of the past five years, despite sharp
declines in equity markets during 2 of those 5 years. 

The past year also saw several other notable achievements
for BluMont across its Sales, Marketing and Operations
units. The firm expanded its sales force almost 50% to
strengthen regional presence and created a National
Accounts Communication Platform (“NACP”) to better
service heads of wealth management organizations and
leading investment advisors. BluMont continued to earn the
respect of the Canadian hedge fund industry by receiving
the prestigious 2004 Canadian Investment Award for
Marketing Excellence. 

Looking forward, BluMont is well positioned to build on its
past year’s success. Industry growth is expected to increase
over time, as hedge funds claim an increasing portion of
capital within traditional investment portfolios. BluMont’s
distribution will be expanding across new channels including
an offshore platform. Several new product launches are
planned for 2005 — including, jointly with Man, open-
ended funds, structured product offerings and popular yield-
oriented products. Sales momentum of its internally man-
aged funds is expected to continue through the upcoming
RRSP season.

Success in tomorrow’s hedge fund industry requires that a
company be a true leader in its field, be a champion both of
product innovation and education, have an established and
respected brand, be well capitalized, have a strong distribution
strategy and offer a broad selection of investment products
to attract and maintain investor interest. BluMont has laid
most of the foundation to become such a company.

Toreigh Stuart
Chief Executive Officer

BluMont Capital Inc.
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MANAGEMENT’S DISCUSSION 
AND ANALYSIS

Overview

The management’s discussion and analysis that follows is

based on the reported earnings in accordance with

Canadian generally accepted accounting principles

(“GAAP”). Management’s discussion and analysis is also

based on operating income (loss). This earnings measure

does not have any standardized meaning prescribed by

GAAP and is therefore unlikely to be comparable to similar

measures presented by other issuers.

Integrated Asset Management Corp. (“IAM” or the

“Corporation”) is a full service investment manager offering

high quality alternative asset class management to institu-

tional, pension and private clients. The Corporation comprises

a group of leading specialist investment management firms

managing a variety of alternative asset classes. The group

provides investors with private equity, private corporate

debt, managed futures, real estate investment manage-

ment, property management and leasing and hedge funds.

This section provides management’s discussion and 

analysis of the financial condition and results of operations

of IAM for the years ended September 30, 2004 and

September 30, 2003. This analysis is supplemental to the

audited consolidated financial statements of the

Corporation and its accompanying notes, and is intended

to provide investors with additional information on the 

Corporation’s recent performance, its current financial 

situation and its future prospects. Readers should also

refer to the Chairman’s Report to Shareholders and Review

of Operations of this Annual Report for additional remarks

relating to the Corporation’s operations. 

Assets Under Management (“AUM”)

During fiscal 2004, the Corporation experienced AUM

growth of over 20% adding approximately $300 million 

of new assets. The Corporation reported approximately

$1.7 billion of AUM as at September 30, 2004. The

Corporation’s two business segments are:

• Asset Management: comprises our real estate man-

agement, private corporate debt, managed futures

and private equity operations with an institutional

and high net-worth client base.

• Hedge Funds: comprises our retail hedge funds

activities under BluMont.

“The Corporation comprises a group of leading specialist investment
management firms managing a variety of alternative asset classes.”

Stephen Johnson
Chief Financial Officer

Integrated Asset Management Corp.



MANAGEMENT’S DISCUSSION AND ANALYSIS

INTEGRATED ASSET MANAGEMENT CORP. > 2004 ANNUAL REPORT 17

AUM in the Asset Management operations increased

approximately $150 million or 14% in fiscal 2004 to

$1,180.1 million from $1,031.2 million in 2003. A 

significant part of this increase in AUM is the result of

Darton’s acquisition of Monarch Property Management

Limited effective November 2003, which increased the

Corporation’s property management business. The impact

of this growth on the Corporation’s profitability will likely

be small as property management is a low margin activity

at present. 

There was a substantial increase in AUM for the Asset

Management operations after year end with both the Real

Estate Management and Private Corporate Debt divisions

closing on a combined total of over $800 million in new

funding commitments. 

The Private Corporate Debt division, Integrated Private

Debt Corp. (“IPD”) closed the Integrated Private Debt

Fund LP in November 2004, raising $600 million in 

committed capital to be invested over the next two to three

years. Also in November, Greiner-Pacaud Management

Associates (“GPM”), the Real Estate Management division

of the Corporation raised over $200 million in two separate

closings to be invested over the next one to three years.

Revenues from these new commitments totaling over $800

million will build up over the next two to three years as the

commitments are deployed. The impact on IAM’s prof-

itability should be significant because the size of the new

commitments is large in relation to current AUM and the

Corporation has the management resources already in

place to deploy the commitments effectively without 

significant additional costs.

The Hedge Funds business experienced an increase in

AUM of 37% or approximately $150 million from $402.5

million in fiscal 2003 to $552.4 million in fiscal 2004.

AUM growth of approximately $230 million resulted from

the closing of four new structured products, from open-end

fund sales and market appreciation in some of its other

funds. This was offset by a redemption of approximately

$82 million when some unitholders of the BluMont

Strategic Partners Hedge Fund exercised their annual

redemption privilege in January 2004.

As of December 2004, the Corporation had assets 

under management and commitments of approximately

$2.5 billion. 

($ MILLIONS) Sept. 30, 2004 Sept. 30, 2003 Sept. 30, 2002

Asset Management

Real Estate Management $870.3(1) $804.0(1) $789.3(1)

Private Corporate Debt 242.8 169.0 129.0

Private Equity 60.0 54.0 54.0

Managed Futures 7.0 4.2 -

1,180.1 1,031.2 972.3

Hedge Funds 552.4 402.5 315.6

$1,732.5 $1,433.7 $1,287.9

(1) Includes real estate assets managed by Darton, estimated to have a value of approximately $591.0 million as at September 30, 2004 (2003 - $508.7; 
2002 - $494.8 million).
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Overview of the Business

The Corporation earns revenue primarily from fees from

two sources:

1. Management fees

These are typically based on an agreed percentage of AUM,

which includes the market value of hedge funds, pooled

funds and other assets administered by the Corporation.

Revenues generated from management fees are generally

expected to increase in direct proportion to the pool of

AUM. For income statement purposes, this revenue is 

recognized when it is earned.

2. Performance fees

The Corporation earns performance fees when investment

returns outperform a designated benchmark. These bench-

marks (“hurdle rates”) are contract specific and only apply

to certain investment products. Performance fees of the

Asset Management operations are realized sporadically as

they tend to be recognized generally towards the end of 

the life of the pool of assets being managed, which in some

cases can be up to ten years. Performance fees of the

Hedge Funds operations are generally recognized on an

annual basis or semi-annual basis (June 30 and December

31) while periods ending December 31 typically have the

highest level of performance fees. 

Unrealized performance fees can build up over time and

form a significant portion of the total revenue of the

Corporation. Unrealized performance fees can also

decrease or be eliminated completely over the life of the

pool of assets. As the consolidated financial statements of

the Corporation recognize performance fees only when they

are realized, the revenues and operating income of the

Corporation will tend to fluctuate.

Financial Statements

The accompanying audited consolidated financial state-

ments included in this Annual Report comprise the results

for the years ended September 30, 2004 and September

30, 2003.

Summary of Consolidated Financial Results

Operating Results

Net income and earnings per share

Net income for the year ended September 30, 2004 was

$430,761 or $0.02 per share compared with a net loss of

$467,639 or $(0.02) per share for the year ended

September 30, 2003. A substantial increase in the per-

formance fees received in the Hedge Funds operations is

the main reason for the return to profitability in fiscal

2004. Performance fees increased from $1.9 million in

2003 to $4.5 million in 2004 and after deducting associated

third party expenses, a substantial portion was retained by

the Corporation. 

Revenues

Revenues increased from $17,144,119 in 2003 to

$21,523,971 in 2004. Growth occurred in all components

of revenue; 12% in the predictable revenues of manage-

ment fees, administration and redemption fees and nearly

140% growth in the Corporation’s less predictable revenues

of performance fees. Management fees, administration and

redemption fees increased from $14.5 million in 2003 to

$16.3 million in 2004. Performance fees increased $2.6

million from $1.9 million in fiscal 2003 to $4.5 million in

fiscal 2004, virtually all of which were earned by the

Hedge Funds operations. 

IAM’s predictable revenues are correlated to the value of

the assets it manages on behalf of its clients. AUM in both

fiscal 2004 and 2003 increased, and accordingly, man-

agement fees, administration and redemption fees in fiscal

2004 also increased over 2003.

IAM’s less predictable revenues, consisting of performance

fees, had a greater impact in 2004 than in 2003. 
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Expenses

The Corporation reported consolidated expenses for the

year ended September 30, 2004 of $21,143,622 

compared to $18,377,304 for the year ended September

30, 2003. 

The principal components of expenses are selling, general

and administration costs of $15,857,897 (year ended

September 30, 2003: $13,062,757), approximately 70%

of which is salaries and related employment costs. During

fiscal 2004, the Corporation added approximately forty-

five (45) new employees with the majority of the staffing

increase coming from the property management arm of the

Real Estate Management division, and to a lesser extent,

the Hedge Funds operations. It is not expected that the

level of human resources investment will increase signifi-

cantly during fiscal 2005.

Performance fees are a very important part of the

Corporation’s revenues and expenses. The impact of 

performance fees on the Corporation’s profitability

depends on a number of factors. Generally, funds which

are internally-managed generate higher margins on per-

formance fees than funds which are managed by external

investment advisers.

All funds in the Asset Management operations are inter-

nally-managed and the expenses associated with perform-

ance fees are typically bonuses and other performance

related employee compensation costs which are included

in selling, general and administration expenses.

In the Hedge Funds operations, some of the funds are

internally-managed while others are managed by external

advisers. In addition, there are other expenses associated

with the performance fees from hedge funds including

servicing fees to dealers in providing ongoing support to

investors in BluMont hedge funds.

During the year, BluMont incurred investment adviser fees

and service fees totaling $1,736,879 which related to 

performance fees earned of $4,367,081 resulting in net

performance fees retained by BluMont of $2,630,202.

Performance fee revenue in 2003 was $1,760,937 and after

deducting third party costs of $1,401,063, net performance

fees retained by BluMont in 2003 were $359,874. The

higher retention rate of performance fees in 2004 versus

2003 was the result of the majority of the performance fees

earned in 2004 were from internally managed funds.

In fiscal 2004, investment adviser fees of $1,326,427

were paid out versus $2,041,317 in fiscal 2003 excluding

the portion relating to performance fees. The decline in

fees paid to third party investment advisers was due entirely

to the reduction in AUM of the BluMont Strategic Partners

Hedge Fund of $81.6 million in January 2004 as a result

of the annual redemption provision of that fund. 

Service fees paid to dealers, excluding the portion paid out

relating to performance fees, were $1,078,062 in 2004

compared to $873,917 in 2003. BluMont pays service

fees to dealers based on a percentage of the management

fees received on its open-end products and a smaller 

percentage on the fees received on the BluMont Man 

products. Service fees on the BluMont Strategic Partners

Hedge Fund are paid directly by that fund and not 

by BluMont. 

BluMont continues to self-finance commissions on the sale

of its open-end hedge funds on a deferred sales charge

(“DSC”) basis. A notable exception is the BluMont Hirsch

Performance Fund which is not available on a DSC basis.

In addition, BluMont does not incur DSC commissions on

the BluMont Man products. 

As at September 30, 2004, the Corporation’s asset relating

to DSC commissions was $2,457,748 compared to

$2,569,215 as at September 30, 2003. These commis-

sions are paid from BluMont’s cash resources and for

financial reporting purposes are being amortized evenly

over 7 years. During fiscal 2004, the amortization of DSC

commissions amounted to $522,944 compared to

$485,003 in fiscal 2003. The current level of DSC com-

missions being paid is not likely to significantly impact the

cash resources of BluMont, however should these commis-

sions increase, alternative arrangements to finance these

DSC assets will be considered.

Interest expense remained relatively unchanged at

$239,112 in fiscal 2004 and $240,042 in fiscal 2003.

The main components of the interest expense are a 

convertible debenture in BluMont and notes payable.
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2004 2003

Asset Management $ 10,094,473 $ 8,802,093

Hedge Funds 11,568,735 8,454,526

Eliminations (139,237) (112,500)

$ 21,523,971 $ 17,144,119

Effective December 31, 2002, BluMont completed a con-

vertible debenture financing of $1.3 million which matures

December 31, 2007. In addition, the Corporation had

accessed a credit facility provided by a significant share-

holder of the Corporation until January 2003. At September

30, 2004, the note payable to the significant shareholder

had been reduced to $203,904 from $496,688 at

September 30, 2003. 

The Corporation and its subsidiaries paid minimal taxes in

both fiscal 2004 and fiscal 2003. In a prior year, the

Corporation had made the determination that its tax losses

were more likely than not to be realizable in the coming

years and accordingly, realized the benefit of those tax

losses for accounting purposes. Until these losses are utilized

or expire, any income tax expense will be reflected as a

reduction of future income tax benefit rather than a cash

outlay. The future income tax benefit has increased as the

value of the Corporation’s tax losses at September 30,

2004 has increased primarily as a result of higher income

tax rates anticipated to be effective in future years. As a

result, this gain has more than offset the expected income

tax expense. Please see note 10 for further explanation.

Segmented Information

Revenues

Asset Management revenues increased to $10,094,473

primarily as a result of higher AUM at the Real Estate

Management division. AUM increased from $1,031.2 million

in fiscal 2003 to $1,180.1 million in fiscal 2004. As in

2003, there were nominal performance fees realized in

2004 at the Asset Management operations.  

2004 was another year of rapid growth for the Hedge

Funds operations. AUM increased from $402.5 million to

$552.4 million in fiscal 2004, an increase of 37%, 

primarily as a result of the closings of four BluMont Man

structured products. As expected, management fees

increased over the prior year due to the increase in AUM.

However, management fees only increased 8% despite a

37% increase in AUM. This is a result of the change in the

composition of AUM at BluMont. AUM are now comprised

of a much larger percentage of BluMont Man guaranteed

structured products which carry lower management fees to

BluMont than those of BluMont’s other products. However,

it should be noted that third party costs, such as dealer

service fees and investment advisor fees are significantly

lower on the BluMont Man products than on BluMont’s

other financial products. 

Performance fees at BluMont for the 2004 year compared

to the prior year increased nearly 150% from $1,760,937

to $4,367,081. In 2004, the open-end group of hedge

funds generated approximately two thirds of the perform-

ance fees recognized with the remaining portion being

derived from the performance of the BluMont Strategic 

Partners Hedge Fund. In contrast, over 75% of the 

performance fees for fiscal 2003 was generated from the

BluMont Strategic Partners Hedge Fund, where a large

majority of the fund is managed by third party managers. 
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OPERATING INCOME (LOSS) 2004 2003

Asset Management $ (27,594) $ 205,628

Hedge Funds 407,943 (1,438,813)

$ 380,349 $ (1,233,185)

Operating income (loss)

The operating results of the Corporation’s two reportable

business segments are shown below:

Operating income of the Asset Management operations

decreased in 2004 from 2003 (although GPM sustained

its profitability) and is mostly attributable to the additional

costs related to the marketing of new funds. Given the level

of AUM in fiscal 2004 and 2003, the Asset Management

operations will typically operate around breakeven without

the benefit of realized performance fees.

The Hedge Funds operations reversed an operating loss of

$1,438,813 in 2003 to operating income of $407,943 in

fiscal 2004. This improvement is the result of the net 

performance fees realized in 2004. BluMont generated

losses on operations as expenses exceeded revenues from

management fees. This situation is expected to prevail

during some or all of fiscal 2005. However, in fiscal 2004,

BluMont earned net performance fees sufficient to produce

income before income taxes of approximately $400,000.

While BluMont expects to realize performance fees on a

semi-annual basis, the amount is not predictable with any

degree of accuracy and is likely to fluctuate significantly

across reporting periods. Accordingly, as was the case in

fiscal 2003, net performance fees may be insufficient to

cover day to day operating losses. 

In 2003, BluMont made a strategic decision to devote 

significant resources to distributing structured products

managed by Man Investment Products Inc. (“Man”) to

retail investors in Canada and further increased staffing

levels and associated expenditures. Since fiscal 2003, six

BluMont Man structured products have been offered to

retail investors, four of them in fiscal 2004. These 

products should provide BluMont with management fees

over the expected ten year term of the products. In the year

of offering a BluMont Man product, operations are impacted

adversely by the expensing in full of certain one-time closing

costs, while fee revenue from these new offerings will not

be collected until subsequent periods. It is expected that,

over time, the impact on earnings of expensing closing

costs of these new offerings will diminish as AUM increases.

Some of the third party costs relating to the offering of

these sophisticated products, which were not recovered out

of the offering expenses of the structured products, have been

capitalized and will be amortized over subsequent periods.
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SEPTEMBER 30 2004 2003

Asset Management $ 13,400,000 $ 12,500,000

Hedge Funds 1,500,000 900,000

$ 14,900,000 $ 13,400,000

Financial Position at September 30, 2004

Unrealized performance fees

IAM manages investment products in which significant

amounts of unrealized performance fees have built up as

the performance to date has exceeded the applicable bench-

marks. However, the excess returns have not yet been

monetized. Performance fees of the Asset Management

operations are realized irregularly as they tend to be rec-

ognized generally towards the end of the life of the pool of

assets being managed, which at times can be up to ten

years. Performance fees at the Hedge Funds operations

are generally recognized on an annual or semi-annual basis

(June 30 and December 31) and periods ending December

31 typically have the higher level of performance fees.

The Asset Management operations created additional 

unrealized performance fees of approximately $0.9 million

in fiscal 2004 in its Private Equity fund. A nominal

amount of performance fees was realized in fiscal 2004

from the Managed Futures operations. It is expected that a

significant portion of the unrealized performance fees

reported at September 30, 2004 will be realized by the

disposition in fiscal 2005 of a portfolio of real estate

assets in a fund managed by GPM.

The amount of unrealized performance fees at the Hedge

Funds operations can change weekly. For example, the

unrealized performance fees at September 30, 2003 were

$0.9 million, however BluMont realized performance fees

of approximately $3.5 million three months later on

December 31, 2003. 

These unrealized performance fees at September 30, 2004

have not been reflected in the consolidated financial state-

ments and will only be reflected when realized.

Liquidity and capital resources

The Corporation’s primary liquidity requirements are to

generate sufficient cash flow to meet its operating obliga-

tions on a continuous basis, and, applicable only at the

Hedge Funds operations, to finance management contract

establishment expenses and to finance commissions arising

from the sale of hedge funds on a DSC basis.

At September 30, 2004, the Corporation’s net liquid

assets (excluding future income taxes) decreased to

$2,888,000 compared to $3,473,000 as at September

30, 2003. The Corporation had cash of $3,260,121 as at

September 30, 2004 compared to cash of $4,817,895 at

September 30, 2003. Included in the cash of $3,260,121

is cash of $1,028,938 in BluMont.

In fiscal 2004, the Corporation financed $0.4 million in

sales commissions with its own cash resources, up from

$0.2 million in fiscal 2003. In addition, $1.3 million was

invested in funds managed by the Corporation by a combi-

nation of IAM using its own cash resources and manage-

ment of the Corporation.

Receivables increased by $1.0 million to $2.8 million at

September 30, 2004 compared with $1.8 million at

September 30, 2003. The increase is attributable to the

management fees receivable at September 30, 2004 that

are associated with the increase in AUM from the prior year

and to costs reimbursable on the closing of a fund subse-

quent to the year end.

Capital expenditures during fiscal 2004 were similar to

those in fiscal 2003. In fiscal 2004, $273,107 was

invested in the expansions undertaken at both the Hedge

Funds and Real Estate Management operations compared

to an investment of $265,654 in fiscal 2003 primarily at

the Hedge Funds operations.
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BluMont incurs significant upfront costs in developing and

marketing sophisticated new financial products. In particular,

the development of BluMont Man structured products

requires certain significant upfront costs which BluMont

either recovers entirely or in part by reimbursement out of

the proceeds of those structured product closings. The

extent to which BluMont recovers these upfront costs

depends on the assets raised by the products. During 2004,

BluMont incurred third party expenses of approximately

$425,000 (fiscal 2003: $720,000) which were not recovered.

As part of Man’s ongoing commitment to BluMont to develop

and market BluMont Man structured products in Canada,

BluMont has, subsequent to the year end, arranged an

advance payment of $1.0 million from Man against future

fees receivable by BluMont. This prepayment of fees is

repayable to Man over the next three years through a

reduction of the quarterly fees payable to BluMont by Man.

The management of IAM believes that the Corporation has

sufficient resources to meet its requirements through fiscal

2005. The Asset Management operations expect positive

cash flows from operations as the new funds that closed

subsequent to the year end are invested and through the

realization of significant performance fees. It is also expected

that the Hedge Funds operations have sufficient resources

to maintain current operations and bring new products to

market. Currently, BluMont funds internally commissions to

brokers and dealers on sales of DSC funds which may have

a potentially significant impact on the cash resources of

BluMont. In addition, fund establishment expenses not

recovered from the fund offerings require potentially large

cash outflows. These potentially significant cash obligations

are being managed by BluMont. However, additional funds

may be required in connection with the Corporation’s

commitments to launch new products, finance DSC

commissions and pursue potential acquisitions.  

Risks and uncertainties

Similar to other investment management companies, IAM

faces risks and uncertainties that can be managed but not

eliminated. The Corporation has various corporate governance

policies and procedures which are revised periodically.

These policies and procedures require specific business

units to assist in the identification, assessment and control

of these risks. Major risks and uncertainties associated

with IAM include:

1. Operational risk

2. Poor investment performance (market risk)

3. Loss of key employees

4. Lack of client diversification

One aspect of operational risk facing the Corporation is 

revenue volatility. It is caused by changes in business and

economic conditions and public expectations of the 

markets. Poor equity markets and economic and political

uncertainty are just a few variables that contribute to

increasing revenue volatility. To manage this risk, IAM 

continues to diversify its product line to promote alternatives

for our client base and by offering superior risk-adjusted

returns that have low correlation to equity and fixed

income markets. 

Another aspect of operating risk is the Corporation’s ability

to accumulate, process and communicate information 

necessary to conduct business. At this stage of the

Corporation’s life, this aspect of operational risk is minimal.

The Corporation anticipates that with further anticipated

growth, the current methodology in place will require

advancement. In fiscal 2003, the Corporation began

assessing options to integrate the process of efficiently

managing the accumulation, processing and communication

of proprietary information across all divisions. In fiscal

2004, this process was initiated and it is expected that it

will continue through fiscal 2005. 
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Poor investment performance can lead to a loss of AUM

resulting in lower revenues. To mitigate this risk, IAM has

diversified across several different alternative asset classes

unrelated to each other: private corporate debt, private

equity, managed futures, real estate and hedge funds. In

addition, new products are continuously being developed

and additional asset class categories sought.

All senior employees of IAM are considered to be important

in the performance of the Corporation. IAM has ensured

that each senior employee has been compensated accord-

ingly with some combination of salary, bonus and stock

incentives. While some employee turnover is expected,

IAM makes every effort to prevent the loss of key employees.

Many senior employees are shareholders of the

Corporation, owning in excess of 65% of the outstanding

common shares as at September 30, 2004 and the number

of employees who own shares is increasing.

A risk arises when significant revenues generated for a 

corporation are contributed by one client or a group of

related clients. The Corporation offers several different

alternative asset classes for clients and there are few

clients or related client groups that currently invest in more

than one alternative asset class product of the Corporation.

IAM is, therefore, not in this position, however the Hedge

Funds operations, viewed as its own operating unit, is

exposed to this risk.

In September 2002, BluMont entered into a strategic 

relationship with Man to offer retail investors in Canada

structured products in which Man provides investment

management and other important services. The strategic

relationship provides BluMont with exclusivity for marketing

Man structured products to retail investors in Canada.

However, BluMont is expected to meet a specified asset

goal of closing over $500 million in sales of BluMont Man

products by December 31, 2005. As at December 2004,

BluMont has closed approximately $374.6 million of

BluMont Man products. Failure to meet that goal could

result in lower fees from certain Blumont Man products in

subsequent periods and the clawback of part of the fees

received by BluMont prior to 2006. At September 30,

2004, these Blumont Man products represented approxi-

mately $321 million or 58% of the assets managed by

BluMont (2003 – $146 million or 36%) and 20% of

BluMont’s revenue in 2004 (2003 – 6%).

BluMont intends to dedicate significant resources to

launching more products in association with Man.

Accordingly, the outcome of this strategic relationship will

likely have a significant impact on the financial future 

of BluMont. The success of these products (and their

impact on the financial affairs of BluMont) will be deter-

mined by Man’s investment performance, marketing support

and other factors over which BluMont may have little or no

influence.

In the event that the specified asset goal of $500 million

is not met by December 31, 2005, Man could reduce its

financial obligations to BluMont after 2005 by an amount

based on a portion of the fees received by BluMont prior to

2006. At September 30, 2004, the amount that could be off-

set by Man after 2005 is $1,414,351 (2003 - $267,105).
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Financial Outlook

Fiscal 2004 was a pivotal year for the Corporation. Shortly

after year end, the Corporation realized on significant mar-

keting efforts over the last two years. Over $800 million of

commitments in new funds were raised, increasing AUM

and commitments to $2.5 billion at the end of December

2004. These new commitments when deployed over the

next two to three years should provide IAM with increased

revenues and operating profits. In addition, IAM expects to

realize significant performance fees in fiscal 2005.

Equity markets experienced positive returns during fiscal

2004 and have continued through the fiscal year end,

although uncertainty in Iraq and the continued threat of

terrorism have provided reasons for investors to stay wary.

As an asset management company, our revenues and earnings

are affected directly and indirectly by the changes in the

economic, business and capital markets environments.

However, the impact of these factors is diminished as the

Corporation focuses solely on the management of alternative

assets, which in most cases, are not correlated to traditional

asset classes.

The Corporation is taking advantage of investors’ changing

attitudes to alternative investments. In the past, traditional

investment portfolios dominated the landscape, however it

is clearly evident that both retail and institutional investors

are pursuing alternative investments to achieve better

diversification in their portfolios and better long-term

returns. The Corporation’s product offering remains strong

and well positioned to benefit from this evolving shift in

investors’ attitude and the Corporation continues promoting

the benefits that alternative asset classes offer.

IAM’s revenues are generated primarily from asset man-

agement fees which are based on a percentage of client

assets under management. In addition, performance fees

are recognized as IAM outperforms benchmarks jointly

agreed upon between the client and the Corporation. IAM

is therefore impacted by the amount of AUM and the 

performance of the managers. With increasing exposure 

to an even larger pool of investors whose attitudes continue

to recognize the value of alternative asset classes, AUM

should continue to grow and this would reflect favourably

in our revenues. In addition, IAM believes that with its

current manager lineup, performance fees are likely to

occur in the future.

IAM remains well positioned over the longer term. Our

alternative asset products continue to attract investors and

we see growing opportunities in the retail and institutional

markets. We have experienced growing interest in all of our

asset classes and continue to seek other alternative asset

classes to add to the IAM portfolio.
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MANAGEMENT’S STATEMENT 
ON FINANCIAL REPORTING

The Corporation’s management is responsible for the integrity and the fairness of presentation of the accompanying

consolidated financial statements and all information in this Annual Report. The consolidated financial statements and

Management’s Discussion and Analysis have been approved by the Board of Directors. The consolidated financial statements

have been prepared by management, in accordance with accounting principles generally accepted in Canada and where

appropriate reflect management’s judgement and best estimates. Preparation of financial statements necessarily requires

inclusion of amounts which have been based on management’s best estimates, which have been made using careful

judgement. Financial information contained elsewhere in this Annual Report are consistent with the consolidated

financial statements.

The Corporation’s management is responsible for maintaining systems of internal accounting and administrative controls

that provide reasonable assurance that assets are safeguarded from loss or unauthorized use and produce reliable

accounting records for the preparation of financial information. Such systems are designed to meet the management

needs of a growing business and to provide assurance that financial information is accurate and reliable in all material

respects. The Corporation’s management believes that such systems are operating effectively and that the systems of

internal controls meet management’s responsibilities for the integrity of the consolidated financial statements.

The Audit Committee of the Board of Directors, comprised of independent directors, meets with management and the

auditors to discuss the Corporation’s financial reporting and internal control. The Committee meets at least quarterly with

management to satisfy itself that management is properly discharging their responsibilities. The Committee, among other

things, reviews financial matters related to Corporate Governance, the quality of audits and financial reporting and maintains

practices intended to preserve the independence of the external auditors including a review of their economic independence.

The Audit Committee reviews the consolidated financial statements, the independent auditors’ report and the annual and

quarterly reports to the shareholders prior to submitting the information to the Board of Directors for approval. Both the

independent auditors and the Audit Committee have the right to request a meeting in the absence of management at

any time. 

Management recognizes its responsibility to conduct the Corporation’s affairs in the best interest of its shareholders.

Victor Koloshuk

Chairman, President and Chief Executive Officer

January 6, 2005
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AUDITORS’ REPORT

To the Shareholders of Integrated Asset Management Corp.

We have audited the consolidated balance sheets of Integrated Asset Management Corp. as at September 30, 2004 and

2003 and the consolidated statements of operations and retained earnings and cash flows for the years then ended. These

consolidated financial statements are the responsibility of the Corporation’s management. Our responsibility is to express

an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require

that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material

misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the

financial statements. An audit also includes assessing the accounting principles used and significant estimates made by

management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of

the Corporation as at September 30, 2004 and 2003 and the results of its operations and its cash flows for the years

then ended in accordance with Canadian generally accepted accounting principles.

Grant Thornton LLP

Chartered Accountants

Toronto, Canada

December 3, 2004
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CONSOLIDATED STATEMENTS OF OPERATIONS 
AND RETAINED EARNINGS

YEARS ENDED SEPTEMBER 30 2004 2003

Revenue

Management fees, administration and redemption fees $ 16,266,327 $ 14,545,053

Performance fees 4,513,387 1,897,409

Interest and other income 744,257 701,657

21,523,971 17,144,119

Expenses

Selling, general and administration 15,857,897 13,062,757

Investment adviser fees 1,326,427 2,041,317

Service fees paid to dealers 1,078,062 873,917

Investment adviser and service fees paid relating to

performance fees revenue earned 1,736,879 1,401,063

Depreciation of capital assets 270,374 247,877

Amortization of deferred sales commissions 522,944 485,003

Amortization of management contract establishment expenses 111,927 25,328

Interest expense 239,112 240,042

21,143,622 18,377,304

Operating income (loss) (Note 13) 380,349 (1,233,185)

Income taxes (recovery) (Note 10)

Current (13,320) 11,544

Future (260,735) (258,548)

(274,055) (247,004)

Income (loss) before minority interest 654,404 (986,181)

Minority interest share of loss (income) (223,643) 518,542

Net income (loss) $ 430,761 $ (467,639)

Basic and diluted earnings (loss) per share $ 0.02 $ (0.02)

Weighted average number of shares outstanding

Basic 20,801,866 20,789,366

Diluted 20,801,866 20,789,366

Retained earnings, beginning of year $ 421,532 $ 889,171

Net income (loss) 430,761 (467,639)

Retained earnings, end of year $ 852,293 $ 421,532

See accompanying notes to the consolidated financial statements
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SEPTEMBER 30 2004 2003

Assets
Current

Cash and cash equivalents $ 3,260,121 $ 4,817,895

Receivables 2,779,485 1,844,881

Income taxes recoverable 13,003 10,769

Prepaids 379,292 390,200

Future income taxes (Note 10) 676,368 722,858

7,108,269 7,786,603

Capital assets (Note 3) 755,966 753,233

Deferred sales commissions, net of accumulated

amortization of $1,415,653 (2003 – $892,709) 2,457,748 2,569,215

Goodwill 2,194,717 2,194,717

Investments in funds managed by the Corporation 2,784,417 1,571,349

Other assets (Note 4) 2,383,169 1,766,039

Future income taxes (Note 10) 1,311,785 1,004,560

$ 18,996,071 $ 17,645,716

Liabilities
Current

Payables and accruals $ 2,920,666 $ 2,637,359

Deferred revenue 369,275 369,275

Current portion of notes payable (Note 5) 218,362 522,356

Current portion of capital lease obligations (Note 6) 35,227 61,777

3,543,530 3,590,767

Notes payable (Note 5) - 23,521

Capital lease obligations (Note 6) 21,643 56,870

Convertible debenture (Note 7) 1,168,149 1,138,735

4,733,322 4,809,893

Minority interest 5,033,094 4,336,729

Shareholders’ Equity
Capital stock (Note 8) 8,377,362 8,077,562

Retained earnings 852,293 421,532

9,229,655 8,499,094

$ 18,996,071 $ 17,645,716

Commitments (Note 12)

Contingency (Note 14)

On behalf of the Board

Director Director

See accompanying notes to the consolidated financial statements
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CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED SEPTEMBER 30 2004 2003

Increase (decrease) in cash and cash equivalents

Operating activities
Net income (loss) $ 430,761 $ (467,639)

Add (subtract) non-cash items

Depreciation of capital assets 270,374 247,877

Amortization of deferred sales commissions 522,944 485,003

Amortization of management contract establishment expenses 111,927 25,328

Future income taxes (recovery) (260,735) (258,548)

Minority interest share of income (loss) 223,643 (518,542)

Other (27,439) 68,952

Operating cash flow 1,271,475 (417,569)

Net change in non-cash working capital balances 

relating to operations (Note 11) (642,622) 2,702,970

Cash provided by operating activities 628,853 2,285,401

Financing activities
Issuance of common shares of subsidiaries, net of issue costs 543,644 695,193

Issuance of convertible debenture of subsidiary, net of issue costs - 1,250,774

Issuance of common shares on exercise of stock options 49,800 -

Issuance of common shares on exercise of warrants 250,000 -

Distributions and dividends paid to minority interests (76,289) (441,967)

Repayment of capital lease obligations (61,777) (39,170)

Issuance of management loans (69,373) -

Repayment of management loans 41,875 17,278

Repayment of share purchase loan of subsidiary 10,000 10,000

Repayment of notes payable (327,515) (435,007)

Cash provided by financing activities 360,365 1,057,101

Investing activities
Payment of sales commissions (411,477) (239,451)

Investment in funds managed by the Corporation (1,307,623) (761,171)

Distributions from funds managed by the Corporation 232,664 827,723

Payment of management contract establishment expenses (424,802) (720,389)

Purchase of capital assets (273,107) (265,654)

Purchase of other assets (461,234) (21,912)

Mutual fund future income stream 98,587 133,003

Cash used in investing activities (2,546,992) (1,047,851)

Increase (decrease) in cash and cash equivalents (1,557,774) 2,294,651

Cash and cash equivalents, beginning of year 4,817,895 2,523,244

Cash and cash equivalents, end of year $ 3,260,121 $ 4,817,895

See accompanying notes to the consolidated financial statements



INTEGRATED ASSET MANAGEMENT CORP. > 2004 ANNUAL REPORT 31

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Organization

Integrated Asset Management Corp. (the “Corporation” or “IAM”) was incorporated under the laws of Ontario and its 

common shares are listed on the TSX Venture Exchange. The Corporation's principal business is the ownership and 

management of alternative asset management companies.

Note 2. Summary of significant accounting policies

These consolidated financial statements have been prepared in accordance with Canadian generally accepted accounting

principles. The significant accounting policies are summarized as follows:

Basis of presentation

The consolidated financial statements include the accounts of the Corporation and the following:

Greiner-Pacaud Management Associates (“GPM”) (a partnership) 74.975%

Darton Property Advisors & Managers Inc. (“Darton”) (1) 100%

Integrated Investment Management Inc. (“IIMI”) 100%

Integrated Private Debt Corp. (“IPD”, formerly First Treasury) 100%

BluMont Capital Inc. (“BluMont”) 46.1%

Integrated Managed Futures Corp. (“IMFC”) 65.0%

Integrated Partners

Integrated Management Limited (“IML”) 75.0%

Integrated Partners Holding GP One Limited (“IPHGPOL”) 57.8%

1 Owned by GPM

Use of estimates

The consolidated financial statements of the Corporation have been prepared by management in accordance with

Canadian generally accepted accounting principles. The preparation of financial statements in conformity with Canadian

generally accepted accounting principles requires management to make estimates and assumptions that affect the

amounts reported in the financial statements and accompanying notes. Actual results could differ from those estimates.

The financial statements have, in management's opinion, been properly prepared using careful judgement within reasonable

limits of materiality and within the framework of the accounting policies summarized below.

Cash and cash equivalents

Cash and cash equivalents include cash on hand and balances with banks, net of bank overdrafts, and short term investments

with maturities of three months or less.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Note 2. Summary of significant accounting policies (continued)

Income taxes

The Corporation provides for income taxes using the asset and liability method of tax allocation. Under this method, future

tax assets and liabilities are determined based on differences between the financial reporting and tax basis of assets and

liabilities and are measured using the substantially enacted tax rates and laws that will be in effect when the differences

are expected to reverse. A valuation allowance is recognized to the extent that the recoverability of future income tax

assets cannot be considered more likely than not.

Capital assets

Capital assets are stated at cost less accumulated depreciation. Depreciation based on the estimated useful life of the

asset is calculated as follows:

Furniture and fixtures – 20% diminishing balance basis

Computer hardware and software – 30% diminishing balance basis

Leasehold improvements – straight-line over the term of the lease

Deferred sales commissions

The Corporation pays commissions to brokers and dealers on sales of deferred sales charge hedge funds. The 

commissions are recorded at cost and amortized over 7 years on a straight-line basis. Unamortized deferred sales 

commissions are written-off in the period where it is determined that it is unlikely that future revenues will recover the 

unamortized costs.

Goodwill

Goodwill and other intangible assets with indefinite lives are no longer amortized, but are tested for impairment at least

annually. The impairment test was performed as at September 30, 2003 and again as at September 30, 2004 and in

management’s best judgement, it was determined that there is no impairment in value of the goodwill that is reported on

these audited consolidated financial statements.

Investments in funds managed by the Corporation

The Corporation accounts for its investments in funds managed by the Corporation at cost. The carrying value of the asset

is written down to net realizable value when declines in value are considered to be other than temporary.

Management contract establishment expenses

Management contract establishment expenses (see Note 4) represent the portion of third party costs incurred in respect

of the development of structured products which are not reimbursed from the proceeds of the closing of the structured

product offerings. The management contract establishment expenses are being amortized on a straight-line basis over the

expected life of the products (approximately ten years) and, in certain circumstances, may be reimbursed from the proceeds

of other related structured product closings by the Corporation. Unamortized management contract establishment expenses

are written off in the period where it is determined that it is unlikely that future revenues will recover the unamortized costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Revenue recognition

Management and administration fees are based upon the net asset value of the respective funds and are recognized on

an accrual basis. Performance fees are recognized when management is assured of their realization. Redemption fees

payable by unitholders of deferred sales charge hedge funds, the sales commissions of which have been financed by the

Corporation, are recognized as revenue on the trade date of the redemption of the applicable hedge fund security.

Earnings (loss) per share

Earnings (loss) per share amounts are based on the application of the treasury stock method for the calculation of the

dilutive effect of stock options and other dilutive securities. Basic per share amounts are determined by dividing income

(loss) by the weighted average number of shares outstanding during the year. Diluted per share amounts are determined

by adjusting the weighted average number of shares outstanding for the dilutive effect of stock options and warrants.

For diluted per share amounts, the effect of options for 1,230,000 shares and the convertible debenture in fiscal 2004

(2003 – 1,779,400 shares, 250,000 warrants and the convertible debenture) have not been reflected as to do so would

be anti-dilutive.

Stock-based compensation and other stock-based payments

In fiscal 2003, the Corporation adopted, on a prospective basis, The Canadian Institute of Chartered Accountants'

Handbook Section 3870, Stock-Based Compensation and Other Stock-Based Payments. In accordance with the

transitional provisions of the new accounting recommendations, the Corporation has adopted the new recommendations

for awards granted after October 1, 2002. Under the new standard, the Corporation is required to disclose pro forma net

income (loss) and pro forma earnings (loss) per share as if the fair value based method of accounting had been used to

account for stock options granted to employees for awards granted on or after October 1, 2002. The recommendations

do not require the use of the fair value method when accounting for stock-based awards to employees, except for stock-

based compensation that meets specific criteria. The recommendations also require the use of a fair value based approach

of accounting for stock-based payments to non-employees.

The Corporation does not recognize any compensation cost for its stock option plan in the consolidated statements of

operations and retained earnings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2004 2003

Cost

Furniture and fixtures $ 224,553 $ 176,939

Computer hardware and software 1,521,707 1,352,818

Leasehold improvements 108,843 119,318

$ 1,855,103 $ 1,649,075

Accumulated depreciation 

Furniture and fixtures $ 110,954 $ 118,238

Computer hardware and software 925,118 732,075

Leasehold improvements 63,065 45,529

$ 1,099,137 $ 895,842

Net book value

Furniture and fixtures $ 113,599 $ 58,701

Computer hardware and software 596,589 620,743

Leasehold improvements 45,778 73,789

$ 755,966 $ 753,233

Note 3. Capital assets
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2004 2003

Management contract establishment expenses, net of

accumulated amortization of $137,255 (2003 - $25,328) $ 1,007,936 $ 695,061

Management loans (a) 606,887 579,389

Mutual fund future income stream (b) 187,250 285,837

Other 581,096 205,752

$ 2,383,169 $ 1,766,039

Note 4. Other assets

(a) Each of the management loans is secured against the shares of BluMont acquired by the employee/director under

the loan agreement and secured against additional shares owned by that employee/director. The principal on each

of the loans will be repayable over five to ten years in equal payments at the end of each year provided that 

the employee's bonus covers the principal payments, and in the event of termination, the repayment schedule 

of the principal amount outstanding will be accelerated. Interest on the loans will be the dividend on the related

common shares.

The market value of the shares at September 30, 2004 was $1,315,454 (2003 – $843,333).

During fiscal 2002, loans in the amount of $700,000 were issued to employees and directors of BluMont. For

accounting purposes, in these financial statements, these loans were applied against the capital stock of BluMont

and were not recorded as an asset as these loans were secured only against those shares of BluMont purchased with

the proceeds of the loans. Since fiscal 2003, $20,000 of these loans was repaid and as at September 30, 2004,

there were $680,000 (2003 – $690,000) of these loans outstanding.

(b) In fiscal 2002, BluMont sold its mutual fund contracts to a third party for cash plus a future income stream based

on assets under management of that third party. 

For accounting purposes, BluMont reflected no gain or loss on the transaction and subsequent amounts received

from the third party are netted against the carrying value of the asset. Management expects proceeds in subsequent

periods to be sufficient for the Corporation to reflect a gain on the sale of these assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2004 2003

Note payable to significant shareholder $ 203,904 $ 496,688

Other note payable 14,458 49,189

218,362 545,877

Less: amount due within one year (218,362) (522,356)

$ - $ 23,521

Note 5. Notes payable

The note payable to significant shareholder is payable on demand and bears interest at 10% per annum. The amount is

due to a significant shareholder of the Corporation and was part of a standby credit facility that expired January, 2003

whereby the Corporation could draw down up to $2,000,000 in the form of demand loans at any time. In fiscal 2002,

the Corporation issued warrants enabling the significant shareholder to purchase 250,000 common shares of the

Corporation at a price of $1.00 per common share on or before October 3, 2004. On September 30, 2004, the significant

shareholder exercised the warrants to purchase 250,000 common shares of the Corporation. Interest of $35,511 (2003 -

$94,406) has been incurred in respect of the notes drawn down.

Note 6. Capital lease obligations

Future minimum annual lease payments under capital leases, together with the balance of the obligation due under the

capital leases, are as follows:

2004 2003

Year Ending September 30

2004 $ - $ 71,902

2005 40,109 40,109

2006 17,927 21,261

2007 3,334 -

Total minimum lease payments 61,370 133,272

Less: amounts representing interest (4,500) (14,625)

Present value of net minimum capital lease payments 56,870 118,647

Less: amounts due within one year (35,227) (61,777)

$ 21,643 $ 56,870

Capital lease obligations are secured by certain office equipment.

Included in capital assets are assets held under capital leases at a net book value of $79,984 in fiscal 2004 

(2003 – $114,263).
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Note 7. Convertible debenture

On December 31, 2002, BluMont completed a private placement of a convertible debenture of $1,300,000 with an

annual interest rate of 11%, payable quarterly. The convertible debenture matures on December 31, 2007 and is secured

by a floating charge on the assets of BluMont and its subsidiary. The holder of the convertible debenture may convert all

or part of the convertible debenture into common shares of BluMont at a price of $1.00 per common share at any time

on or prior to December 31, 2007. BluMont may force conversion of the debenture into common shares at the conversion

price of $1.00 after December 31, 2003 if certain conditions are met.

In accordance with Canadian generally accepted accounting principles, BluMont has classified the convertible debenture

into its respective debt and equity components on BluMont’s financial statements. For the purposes of these consolidated

financial statements, the equity portion is included in minority interest of the Corporation. The debt component has been

calculated using the present value of the total required principal and interest installments, at a rate approximating the

interest applicable to non-convertible debt at the time of issue as follows:

2004 2003

Debt portion $ 1,168,149 $ 1,138,735

Equity portion included in minority interest $ 180,651 $ 180,651

Note 8. Capital stock

Authorized:

The Corporation is authorized to issue an unlimited number of common shares.

Common Shares Amount

Issued:

Balance, September 30, 2002 and 2003 20,789,366 $ 8,077,562

Issuance of common shares on exercise of incentive stock options 60,000 49,800

Issuance of common shares on exercise of warrants 250,000 250,000

Balance, September 30, 2004 21,099,366 $ 8,377,362

In fiscal 2002, the Corporation issued 250,000 warrants to a significant shareholder of the Corporation in respect of a

standby credit facility provided by that shareholder (see Note 5). The warrants enabled the significant shareholder to 

purchase 250,000 common shares of the Corporation at $1.00 per common share on or before October 3, 2004. On

September 30, 2004, the significant shareholder exercised the warrants to purchase 250,000 common shares of the

Corporation. At September 30, 2004, there were no warrants outstanding (2003 – 250,000) to purchase common shares

of the Corporation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Note 9. Stock based compensation

The Corporation has established an incentive stock option plan for the executives, key employees, directors and consultants

to the Corporation. As at September 30, 2004, there were 1,230,000 common shares (2003 – 1,779,400) reserved for

issuance on exercise of stock options.

These options may be exercised at prices ranging from $1.00 to $1.15 per common share with a total exercisable value

of $1,336,500 (2003 – $1,958,398) and expire at dates up to 2008.

440,000 440,000 $ 1.00 2007

80,000 53,333 $ 1.00 2008

510,000 510,000 $ 1.15 2005

200,000 200,000 $ 1.15 2006

1,230,000 1,203,333

Number of Number of Exercise Expiry
Options Options Vested Price Date

September 30, 2003

Outstanding at beginning of year 1,799,400 $ 1.11

Granted during the year 80,000 $ 1.00

Expired (50,000) $ 1.09

Cancelled (50,000) $ 1.15

Outstanding at end of year 1,779,400 $ 1.10

September 30, 2004

Expired (489,400) $ 1.17

Exercised (60,000) $ 0.83

Outstanding at end of year 1,230,000 $ 1.09

Total Number Weighted Average
of Options Exercise Price

The changes in the stock options are as follows:
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The Black-Scholes option-pricing model was developed for estimating the fair value of traded options that have no vesting

restrictions and are fully transferable. As the Corporation’s employee stock options have characteristics significantly different

from those of traded options, and because changes in the subjective input assumptions, such as expected stock market

price volatility, can materially affect the fair value estimate, in management’s opinion, the existing pricing models do not

necessarily provide a reliable single measure of the fair value of its employee stock options.

The Corporation accounts for its stock option grants based on the recognition, measurement and disclosure standards of

Section 3870, Stock-Based Compensation and Other Stock-Based Payments. The following table illustrates the effect on

net income (loss) for the year and earnings (loss) per share as if the Corporation had applied the fair value recognition

provisions of this Section to account for its stock option grants.

2004 2003

Net income (loss), as reported $ 430,761 $ (467,639)

Less: 

- the Corporation’s total stock-based employee compensation 

determined under fair-value based method for all awards (6,396) (4,282)

- the Corporation’s interest in a subsidiary’s total stock-based 

employee compensation determined under fair-value based

method for all awards (79,389) (21,810)

Pro forma net income (loss) $ 344,976 $ (493,731)

Earnings (loss) per share:

Basic and diluted, as reported $ 0.02 $ (0.02)

Basic and diluted, pro forma $ 0.02 $ (0.02)

The Corporation estimated the fair value of options under the Black-Scholes option-pricing model and the following

weighted average assumptions:

2004 2003

Risk free rate 2.35% 2.35%

Expected life of options (in years) 4.0 4.0

Expected volatility of the Corporation’s share price 39.3% 39.3%

Expected dividend yield 0.0% 0.0%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Note 10. Income taxes

The provision for income taxes differs from the amount computed by applying statutory federal and provincial income tax

rates to income (loss) before income taxes and minority interest. This difference results from the following:

As at September 30, 2004, the Corporation and its subsidiaries had net operating losses for tax purposes of approximately

$4,937,000 and timing differences of $495,000. The net operating losses expire as follows: 2006 – $36,000, 2007 –

$22,000, 2008 – $1,093,000, 2009 – $1,995,000, 2010 – $1,498,000 and 2011 – $293,000. A future income tax

asset of $1,988,153 (2003 – $1,727,418) has been recognized relating thereto of which $676,368 (2003 – $722,858)

is reflected under current assets.

Significant components of the Corporation’s future income tax asset as of September 30, 2004 and 2003 are 

as follows:

YEARS ENDED SEPTEMBER 30 2004 2003

Income (loss) before provision for income taxes and minority interest $ 380,349 $ (1,233,185)

Statutory income tax rate 36.25% 37.12%

Expected income tax 137,857 (457,758)

Effect on income tax of:

Prior year losses recognized (145,310) (58,793)

Rate change of future income taxes (190,024) 240,484

Permanent items (55,564) 1,708

Other (21,014) 27,355

Income tax recovery $ (274,055) $ (247,004)

2004 2003

Operating losses carried forward $ 1,840,301 $ 1,779,000

Other temporary differences 147,852 22,418

Valuation allowance - (74,000)

Future income tax asset $ 1,988,153 $ 1,727,418
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Note 11. Supplemental cash flow information
2004 2003

Net change in non-cash working capital balances relating to operations:

Receivables, prepaids and income taxes $ (925,930) $ 3,627,788

Payables, accruals and deferred revenue 283,308 (924,818)

$ (642,622) $ 2,702,970

Interest and income taxes paid:

Interest paid $ 209,698 $ 240,042

Income taxes paid $ 13,003 $ -

Supplemental disclosure from cash investment and financing activities:

Capital assets acquired by means of capital leases $ - $ 106,678

2005 $ 1,009,000

2006 909,000

2007 607,000

2008 521,000

2009 and thereafter 58,000

$ 3,104,000

Note 12. Commitments

(a) Future minimum annual lease payments under operating leases are as follows:

(b) A subsidiary is the manager of three hedge funds and has agreed to fund the annual operating costs of the funds in

excess of 45 basis points of each fund’s net assets. It is the subsidiary’s current policy to absorb or waive these costs

in order to establish an upper limit for the management expense ratio for each fund for the benefit of its unitholders.

These absorptions or waivers by the subsidiary may be terminated at any time by the subsidiary and at the 

subsidiary’s direction may be continued indefinitely.

(c) A subsidiary of the Corporation has committed to invest in a fund managed by the Corporation. This commitment

was made pari passu with the other investors in that fund including those employees of the Corporation responsible

for managing that fund. The commitment has been drawn down in tranches over time as the fund makes investments.

At September 30, 2004 the commitments outstanding were approximately $150,000 (2003 – $900,000).
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Note 13. Segmented information

The following table discloses information about the Corporation’s reportable segments:

Revenue $ 10,094,473 $ 11,568,735 $ (139,237) $ 21,523,971

Interest and other income 533,086 211,171 - 744,257

Interest expense 51,145 187,967 - 239,112

Amortization 160,122 745,123 - 905,245

Segment operating income (loss) (27,594) 407,943 - 380,349

Assets 11,424,605 8,943,370 (1,371,904) 18,996,071

Asset
YEAR ENDED SEPTEMBER 30, 2003 Management Hedge Funds Eliminations Total

Revenue $ 8,802,093 $ 8,454,526 $ (112,500) $ 17,144,119

Interest and other income 460,494 241,163 - 701,657

Interest expense 102,365 137,677 - 240,042

Amortization 169,346 588,862 - 758,208

Segment operating income (loss) 205,628 (1,438,813) - (1,233,185)

Assets 10,544,091 8,500,279 (1,398,654) 17,645,716

Asset
YEAR ENDED SEPTEMBER 30, 2004 Management Hedge Funds Eliminations Total

Note 14. Contingency

BluMont is expected to meet a specified asset goal of closing over $500 million of BluMont Man products by December

31, 2005. Failure to meet that goal could result in lower fees from certain BluMont Man products in subsequent periods

and the clawback of part of the fees received by BluMont prior to 2006. At September 30, 2004, BluMont has closed

on approximately $341.8 million of BluMont Man products. At September 30, 2004, the amount of fees that could be

clawed back after 2005 is $1,414,351 (2003 - $267,105).

Note 15. Financial instruments

Fair Value of Financial Instruments

The fair value of all financial instruments approximates carrying amounts on the consolidated balance sheets.

Credit Risk

The Corporation does not have a significant exposure to any individual client.

Interest Rate Risk

The Corporation does not have significant exposure to changes in interest rates.
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