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Presentation of Financial Statements
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* Q&A
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OUR STORY

MELCOR

LIVE. WORK. SHOP. PLAY.
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Jonathan Chia — CFO
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FINANCIAL HIGHLIGHTS

Jonathan Chia, CFO



FORWARD LOOKING STATEMENTS

This presentation contains statements that are forward-looking.

Forward-looking statements are disclosures regarding possible events, conditions, or results of operations that are
based on assumptions about future economic conditions, courses of action and include future-oriented financial
information.

These statements represent Melcor’s intentions, plans, expectations, and beliefs and are based on our experience
and our assessment of historical and future trends, and the application of key assumptions relating to future events
and circumstances. Future-looking statements may involve, but are not limited to, comments with respect to our
strategic initiatives for 2016 and beyond, future development plans and objectives, targets, expectations of the real
estate, financing and economic environments, our financial condition or the results of or outlook of our operations.

By their nature, forward-looking statements require assumptions and involve risks and uncertainties related to the
business and general economic environment, many beyond our control. There is significant risk that the predictions,
forecasts, valuations, conclusions or projections we make will not prove to be accurate and that our actual results
will be materially different from targets, expectations, estimates or intentions expressed in forward-looking
statements. We caution readers of this document not to place undue reliance on forward-looking statements.
Assumptions about the performance of the Canadian and US economies and how this performance will affect
Melcor’s business are material factors we consider in determining our forward-looking statements. For additional
information regarding material risks and assumptions, please see the discussion under Business Environment and
Risks in our annual MD&A.

Investors and others should carefully consider these factors, as well as other uncertainties and potential events, and
the inherent uncertainty of forward-looking statements. Except as may be required by law, we do not undertake to
update any forward-looking statement, whether written or oral, made by Melcor or on its behalf.
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STRATEGIC HIGHLIGHTS

Brian Baker, President & CEO


Presenter
Presentation Notes
Good morning everyone. Thank you for coming.
As Tim touched on, the YMCA Welcome Village is a special place for us and I’m very pleased to be able to provide you with our 2015 results here today, and a look into 2016 and beyond.
Making a positive impact on the communities where we conduct business has helped to shape who Melcor is for nearly a century.
Being an active and responsible corporate citizen is not only the right thing to do; it’s also an integral part of the fabric of our company.
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On to this past year’s results:

Despite the headwinds of an oil and gas economy in recession, our company performed well in 2015. 
We sold nearly 1,400 single family lots, 


180:cres

LAND SOLD
-
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180 acres of serviced multi-family and commercial land and 


51,3000
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completed the construction of over 51,000 sf of retail and industrial revenue-producing assets. 
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Presentation Notes
We now manage over 3.5 million sf of income property through our Investment Property division and Melcor REIT and our 
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Presentation Notes
overall occupancy in these assets currently stands at 93%. 
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Presenter
Presentation Notes
Our golf courses enjoyed a record season with 120,000 rounds played.
People are still buying houses and companies are still leasing space.
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By nature, our company approaches the economies within which we operate with a healthy dose of skepticism.
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Presentation Notes
We set strategy and manage for the long term and we are always prepared for the toughest of times. 
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Presenter
Presentation Notes

Over our 94 year history we have seen numerous economic cycles; seven since 1986 alone. 
They are a reality of our business. 
Accepting that these down cycles occur is not meant to minimize their potential impact on our business, but to ensure that we are constantly prepared for them. 



MAJOR REGION
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Alberta still accounts for the majority of our business and the most recent provincial economic recession has impacted us. 
We are, however, very prepared.
We prepare for these cycles in a number of different ways. 



Line of Credit Availability
Debt:Equity
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As a tenet of our company culture, we establish and adhere to specific financial targets and ratios including:
Line of Credit Availability
Debt – Equity Ratio
Interest Coverage Ratio
Loan – Value Ratio
General Expenses as ratio to Revenue
All of these ratios and objectives are well within target. 
We are careful stewards of our company assets and your investment capital. 
As such, we are well prepared for downturns when they occur. 
 
We never try to time the economy, we assume that it will cycle up and it will cycle down.
We are Albertans, after all. 
We’ve been here before and we will remain resilient through both the booms and the busts.
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Presentation Notes
In addition to ensuring our financial preparedness via capital availability and a conservative balance sheet, we have been successful in diversifying our operational composition over the past 15 years.
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Presentation Notes
42% of our reported earnings is now derived from income-producing properties. 
This is up from approximately 10% only  a decade ago. 
This alternative earning stream, while not immune to economic recession, is far less sensitive to it than the pure entrepreneurial nature of Alberta land sales.
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Presentation Notes
The geographic makeup of our assets has also been diversified over the past decade. 
At present, 10% of our balance sheet now resides in the United States in an economy that continues to strengthen. 
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Our US investment – predominantly in Arizona and Colorado – is counter cyclical to Alberta’s oil-and-gas reliant economy and is helping to level out the lows the company experiences when recession hits.
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For Melcor –  given our financial strength – there are some advantages to an economy in recession. 
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In time, raw land prices, which had inflated to unsupportable levels, will level off and decline, making investment in Alberta raw land once again attractive.
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Unrelenting inflation in the cost of commercial construction and land servicing has levelled and is beginning to fall.  
The continued cost decline will make the construction of buildings and the servicing of land far more affordable.
These resets, in the context of historically low interest rates, are a silver lining on a recessionary cloud.



GENERAL & ADMINISTRATIVE SPEND
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We also use a reset in the economy as an opportunity to streamline our processes, reduce risk even further and eliminate any inefficiency we see in our business. To that end, in 2016, we are carefully managing spending, and have reduced our general and administrative expenses commensurate with our revenue decline. 
We have also deferred several capital intensive projects until market conditions improve. 
These initiatives were undertaken in deliberate and thoughtful ways in order to achieve maximum results while minimizing risk and preserving cash.  
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Lower oil prices have led the Alberta real estate market into decline. 
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With MLS sales down 45% versus a year ago, our home builders – who buy directly from us in most markets –are still carrying prior year inventory of homes and serviced lots in some communities. 
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Until these builders sell off this inventory, they are hesitant to purchase additional lots. 
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However, one of our long-standing strategies for disciplined growth is to carry no more than one year of serviced lot inventory, thus we are not oversupplied going into 2016. 



Unelerservea)



Presenter
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We also limit new development to select communities where demand exists and community amenities and housing types remain underserved in the market. 



Municipal


Presenter
Presentation Notes
In the meantime, we focus on securing municipal approvals so that as demand improves we are well-positioned to service and supply new lots to market, and in so doing, lead the industry out of the recession. 
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The market for commercial real estate – particularly retail – 


Retail
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remains steady and we expect results similar to 2015 in these divisions.
The record economic growth over the past several years was unsustainable and a correction is clearly underway.  
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Presentation Notes
As with prior corrections we believe that the market forces of supply and demand will find a balance and the economy will begin to recover once that occurs. 
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Our company has an excellent record of adapting to changing market conditions and we remain confident in our ability to adjust to changing markets and to produce satisfactory results for our shareholders over the long-term.


BUILT TO LAST
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Presentation Notes
We are extraordinarily privileged to work for this great company with such talented and dedicated people. 





Presenter
Presentation Notes
Our management and staff do outstanding work every day.
I am incredibly proud of the men and women who make up the Melcor family. 
We continue to have a fully-engaged board, an exceptional team and strong corporate culture.



BUILT TO LAST
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Economic cycles are inevitable. 
Our long term strategic planning, conservative capital management and the ongoing strength of our balance sheet ensure we are in a position to not only endure this most recent test, but emerge from it stronger and prepared to lead the industry out of it. 
On behalf of Melcor I thank you for your support and your trust.
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I would now like to open the floor to any questions or comments you may have
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