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Toronto, January 30, 2007

The accompanying consolidated financial statements of AGF 
Management Limited were prepared by management, which  
is responsible for the integrity and fairness of the information 
presented, including the amounts based on estimates and  
judgements. These consolidated financial statements were 
prepared in accordance with Canadian generally accepted  
accounting principles. Financial information appearing 
throughout this Annual Report is consistent with these 
consolidated financial statements.

In discharging its responsibility for the integrity and fairness of 
the consolidated financial statements and for the accounting 
systems from which they are derived, management maintains 
internal controls designed to ensure that transactions are 
authorized, assets are safeguarded and proper records are 
maintained. The system of internal controls is supported by a 
compliance function, which ensures that the Company and its 
employees comply with securities legislation and conflict of 
interest rules, and by an internal audit staff, which conducts 
periodic audits of all aspects of the Company’s operations.

The Board of Directors oversees management’s responsibilities 
for financial reporting through an Audit Committee, which  
is comprised entirely of independent directors. This Committee 
reviews the consolidated financial statements of the Company 
and recommends them to the Board for approval.

PricewaterhouseCoopers, independent auditors appointed by 
the shareholders of the Company upon the recommendation  
of the Audit Committee, have performed an independent audit 
of the consolidated financial statements, and their report 
follows. The shareholders’ auditors have full and unrestricted 
access to the Audit Committee to discuss their audit and 
related findings.

Blake C. Goldring, CFA Gregory J. Henderson, CA

Chairman &  Senior Vice President &  
Chief Executive Officer Chief Financial Officer

Management’s Responsibility for Financial Reporting

January 30, 2007

To the Shareholders of AGF Management Limited:

We have audited the consolidated balance sheets of AGF 
Management Limited as at November 30, 2006 and 2005 and 
the consolidated statements of income, retained earnings and 
cash flows for each of the years in the two-year period ended 
November 30, 2006. These consolidated financial statements 
are the responsibility of the Company’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 
Company as at November 30, 2006 and 2005 and the results  
of its operations and its cash flows for each of the years in the 
two-year period then ended in accordance with Canadian 
generally accepted accounting principles.

PricewaterhouseCoopers LLP

Chartered Accountants 
Toronto, Canada

Auditors’ Report
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(In thousands of dollars) 
November 30    2006  2005

Assets
Current assets
 Cash and cash equivalents   $ 405,907 $ 159,974 
 Short-term investments (note 7)     10,723    23,805 
 Current portion of retained interest from securitization (note 2)     3,767   –
 Accounts receivable and prepaid expenses     94,063    49,386 
 Income taxes receivable     4,703   –
 Real estate secured and investment loans due in one year (note 8)     309,329    315,987 

       828,492    549,152 
Real estate secured and investment loans (note 8)     1,997,294    1,079,280 
Retained interest from securitization (note 2)     23,893   –
Investment in associated company (note 5)     107,735    96,000 
Other investments     5,524    7,142 
Management contracts (note 4)     478,259    478,749 
Customer contracts, relationships and investment advisory contracts, 
 net of accumulated amortization of $70,787 (2005 – $55,516)     59,583    75,281 
Deferred selling commissions, net of accumulated amortization  
 of $430,197 (2005 – $847,718)     268,243    275,015 
Property, equipment and other intangible assets,  
 net of accumulated amortization (note 9)     23,446    21,639 
Goodwill      126,399    126,183 
Other assets     900    1,226 

     $ 3,919,768  $ 2,709,667 

Consolidated Balance Sheets
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(In thousands of dollars) 
November 30    2006  2005

Liabilities and shareholders’ equity
Current liabilities
 Accounts payable and accrued liabilities   $ 164,545  $ 95,197 
 Long-term debt due within one year (note 10)     56,000    8,277 
 Income taxes payable    –   14,252 
 Deposits due within one year (note 8)     1,022,774    467,317 

       1,243,319    585,043 
Deposits (note 8)     1,465,490    940,435 
Long-term debt (note 10)    –   17,364 
Participation units (note 10)    –   6,157 
Future income taxes (note 14)     231,061    242,188 
Leasehold inducements     127    154 

       2,939,997    1,791,341 

Shareholders’ equity
 Capital stock (note 15)     403,566    394,154 
 Contributed surplus (note 16)     10,470    5,900 
 Retained earnings     565,576    527,197 
 Foreign currency translation adjustment     159    (8,925)

       979,771    918,326 

     $ 3,919,768  $ 2,709,667 

Commitments (note 22)

Guarantees (note 23)

Contingent liabilities (note 24)

Subsequent events (note 25)

 (See accompanying notes to Consolidated Financial Statements.) 

Approved by the Board:

Blake C. Goldring, CFA Douglas L. Derry, FCA

Director Director
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Consolidated Statements of Income

(In thousands of dollars, except per share amounts)  
For the years ended November 30    2006  2005

Revenue:
 Net management and advisory fees   $ 430,907  $ 404,463 
 Administration fees, interest and other revenue     233,491    148,017 
 Deferred sales charges     25,474    37,342 
 Gain on sale of RSP loan securitization and related income (note 2)     12,086   –
 Gain on sale of short-term investments (note 7)     17    4,478 
 Investment income     1,506    146 

       703,481    594,446 

Expenses:
 Selling, general and administrative     214,547    177,360 
 Trailing commissions     125,331    110,283 
 Investment advisory fees     27,647    26,759 
 Amortization of deferred selling commissions     108,169    112,625 
 Amortization of customer contracts, relationships and  
  investment advisory contracts     15,270    14,898 
 Amortization of property, equipment and other intangible assets     11,335    11,490 
 Interest on Trust Company deposits     76,504    29,831 
 Interest expense     2,861    4,095 
 Provision for Trust Company loan losses (note 8)     8,501    5,375 

       590,165    492,716 

Income from continuing operations before income taxes      113,316    101,730 
Income tax expense (reduction) (note 14)

 Current     31,492    36,476 
 Future     (20,411)   (7,458)

       11,081    29,018 

Net income from continuing operations for the year     102,235    72,712 
Gain on repayment of debt, net of tax (note 10(b))     13,309   –
(Loss) gain on sale of discontinued operations, net of tax (note 3)     (2,887)   15,617 
Net earnings from discontinued operations, net of tax (note 3)    –   3,543 

Net income for the year   $ 112,657  $ 91,872 

Earnings per share (note 17)

 Basic from continuing operations   $ 1.15  $ 0.81 
 Diluted from continuing operations   $ 1.14  $ 0.80 
 Basic   $ 1.26  $ 1.02 
 Diluted    $ 1.25  $ 1.01 

 (See accompanying notes to Consolidated Financial Statements.) 
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Consolidated Statements of Retained Earnings

(In thousands of dollars) 
For the years ended November 30    2006  2005

Retained earnings, beginning of year   $ 527,197  $ 517,681 
Net income for the year     112,657    91,872 

       639,854    609,553 
Deduct:
 Dividends on AGF Class A Voting Common Shares  
  and AGF Class B Non-Voting Shares     61,521    50,522 
 Excess paid over book value of AGF Class B Non-Voting Shares  
  purchased for cancellation (note 16)     12,757    31,834 

       74,278    82,356 

Retained earnings, end of year   $ 565,576  $ 527,197 

 (See accompanying notes to Consolidated Financial Statements.) 
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(In thousands of dollars) 
For the years ended November 30    2006  2005

        (note 3)

Operating activities 
 Net income for the year   $ 112,657  $ 91,872 
 Loss (gain) on sale of discontinued operations, net of tax     2,887    (15,617)
 Gain on early retirement of debt, net of income taxes     (13,309)  – 
 Results of discontinued operations, net of tax    –   (3,543)

 Net income from continuing operations for the year     102,235    72,712 
 Items not affecting cash
  Amortization of deferred selling commissions     108,169    112,625 
  Amortization of customer contracts, relationships and investment advisory contracts   15,270    14,898 
  Amortization of property, equipment and other intangible assets     11,335    11,490 
  Future income taxes     (20,411)   (7,458)
  Gain on sale of RSP loan securitization     (9,850)  –
  Gain on sale of short-term investments     (17)   (4,478)
  Mark-to-market on swap transactions     365    (1,244)
  Provision for Trust Company loan losses     8,501    5,375 
  Other     4,308    13,289 

        219,905    217,209 
 Net increase in non-cash balances related to continuing operations     2,305    6,963 

 Net cash provided by continuing operations     222,210    224,172 
 Net cash provided by discontinued operating activities    –   10,172 

 Net cash provided by operating activities     222,210    234,344 

Financing activities
 Purchase of AGF Class B Non-Voting Shares for cancellation     (15,865)   (42,521)
 Issuance of AGF Class B Non-Voting Shares     9,920    8,117 
 Dividends     (61,521)   (50,522)
 Increase (decrease) in bank loan     56,000    (78,700)
 Retirement of debt     (3,360)  –
 Decrease in other long-term debt     (1,324)   (1,252)
 Increase in leasehold inducements    –   27 
 Increase in Trust Company deposits     1,080,512    646,520 

 Net cash provided by continuing financing activities     1,064,362    481,669 
 Net cash used in discontinued financing activities    –   (1,641)

 Net cash provided by financing activities     1,064,362    480,028 

Consolidated Statements of Cash Flow
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(In thousands of dollars) 
For the years ended November 30    2006  2005

        (note 3)

Investing activities
 Deferred selling commissions paid     (101,397)   (60,022)
 Proceeds of RSP loan securitization     206,274   –
 Purchase of management contracts and customer relationships     918    (9,104)
 Acquisition of subsidiaries, net of cash acquired      (4,116)   (5,376)
 Payments associated with sale of discontinued operations (see note 3)     (7,767)   105,981 
 Purchase of property, equipment and other intangible assets     (14,042)   (8,749)
 Purchase of investments     (9,677)   (24,222)
 Sale of investments     25,643    24,893 
 Increase in Trust Company real estate secured and investment loans     (1,136,475)   (693,336)

 Net cash used in continuing investing activities     (1,040,639)   (669,935)
 Net cash used in discontinued investing activities    –   (3,268)

 Net cash used in investing activities     (1,040,639)   (673,203)

Increase in cash and cash equivalents during the year     245,933    41,169 
Balance of cash and cash equivalents, beginning of year     159,974    118,805 

Balance of cash and cash equivalents, end of year   $ 405,907  $ 159,974 

Represented by:
Cash and cash equivalents   $ 17,159  $ 30,095 
Trust Company cash and cash equivalents     388,748    129,879 

     $ 405,907  $ 159,974 

(See accompanying notes to Consolidated Financial Statements.) 
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Notes to Consolidated Financial Statements

(tabular amounts in thousands of dollars, except per share amounts) 

Years ended November 30, 2006 and 2005

Description of Business 

AGF Management Limited (‘the Company’) is incorporated 
under the Business Corporations Act (Ontario). The Company  
is an integrated, global wealth management corporation whose 
principal subsidiaries provide mutual fund management, private 
investment counseling services for high-net-worth clients, 
estates, endowments, institutions and corporations, trust 
products and services (including real estate secured and 
investment lending and deposit-taking activities), investment 
advisory services and investment industry software develop-
ment for individual and institutional clients. The Company 
conducts the management and distribution of mutual funds in 
Canada under the brand names AGF, Elements and Harmony 
(collectively, ‘AGF Funds’). The Company conducts its trust 
business under the name of AGF Trust (the ‘Trust Company’).

Note 1. Significant Accounting Policies

Basis of Presentation
The consolidated financial statements have been prepared  
in accordance with Canadian generally accepted accounting 
principles. The consolidated financial statements include the 
accounts of the Company and its directly and indirectly owned 
subsidiaries and partnership as listed below. Intercompany 
transactions and balances are eliminated on consolidation. 
Investments over which the Company is able to exercise 
significant influence are accounted for by the equity method. 
Other long-term investments are recorded at cost and written 
down when there is evidence that a decline in value that is 
other than temporary has occurred. Short-term investments 
are recorded at cost and written down to market value  
when market value declines below recorded cost. Certain 
comparative amounts in these financial statements have been 
reclassified to conform with the current year’s presentation.

The principal subsidiaries of AGF are:
AGF Funds Inc. 
AGF International Advisors Company Ltd.
AGF Asset Management Asia Ltd.
AGF Private Investment Management Ltd.
AGF Trust Company
AGF Securities (Canada) Ltd.
AGF Securities, Inc.
AGF Limited Partnership 1998
AGF International Company Ltd.
Cypress Capital Management Ltd.
Investmaster Group Ltd.
Investmaster Holdings Ltd.
P.J. Doherty & Associates Co. Ltd.
20/20 Financial Corporation

In addition, the Company holds a 30.7% interest in Smith & 
Williamson Holdings Limited (‘S&WHL’), an independent  
U.K.-based company providing private client investment 
management, financial advisory, tax and accounting services. 
This investment is accounted for using the equity method.

Revenue Recognition
Management and advisory fees are based on the net asset 
value of funds under management and are recognized on an 
accrual basis. These fees are shown net of management fee 
rebates and distribution fees payable to third-party, selling-
commission financing entities.

Administration fees and other revenue are recognized  
on an accrual basis when the services are performed.

Deferred sales charge (‘DSC’) revenue is received from investors 
when mutual fund securities sold on a DSC basis are redeemed. 
DSC revenue is recognized on the trade date of redemption of 
the applicable mutual fund securities.

Interest income on real estate secured and investment loans, 
dividends and other investment income earned are recognized 
on an accrual basis in the period earned.

Cash and Cash Equivalents
Cash and cash equivalents are comprised of cash and tempo-
rary investments consisting of highly liquid investments with 
short-term maturities.

Short-term Investments
Short-term investments primarily consist of investments  
in mutual funds of AGF and securities which will form  
the basis for commercial products. As such, short-term 
investments are usually held for periods of less than one year. 
These investments are valued at the lower of cost or market.

Other Investments
Other investments represent those made by the Company  
with a view to hold the investment for periods in excess of  
12 months. These investments are recorded at cost and written 
down when there is evidence that a decline in value that is 
other than temporary has occurred.

Income Taxes 
The Company follows the liability method in accounting for 
income taxes whereby future income tax assets and liabilities 
reflect the expected future tax consequences of temporary 
differences between the carrying amounts of assets and 
liabilities and their tax bases. Future income tax assets and 
liabilities are measured based on the enacted or substantively 
enacted tax rates, which are expected to be in effect when  
the future income tax assets or liabilities are expected to  
be realized or settled. The effect on future income tax assets 
and liabilities of a change in tax rates is recognized in income  
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in the period that includes the substantive enactment date. 
Future income tax assets are recognized to the extent that  
realization is considered more likely than not.

Foreign Currency Translation
Foreign currency denominated items are translated in Canadian 
dollars as follows:

Financial statements of integrated foreign subsidiaries are 
translated using the temporal method. Under this method, 
monetary assets and liabilities are translated into Canadian 
dollars at the exchange rate in effect at the balance sheet date. 
Non-monetary assets are translated at historical exchange 
rates. Revenue and expenses are translated at average exchange 
rates for the period, except for amortization, which is 
translated on the same basis as the related asset. Translation 
gains and losses are included in net income.

Financial statements of self-sustaining operations are trans-
lated into Canadian dollars using the current rate method. 
Under this method assets and liabilities are translated at the 
exchange rate prevailing at the balance sheet date. Revenue 
and expenses are translated at average exchange rates for the 
period. Translation gains and loss are included in the foreign 
currency translation adjustment account.

Investments in foreign associated companies are translated 
into Canadian dollars at the rate of exchange in effect at the 
balance sheet date. Unrealized translation gains and losses  
are reported in a separate component of shareholders’ equity 
as a foreign currency translation adjustment. 

Deferred Selling Commissions
Selling commissions paid to brokers on mutual fund securities 
sold on a DSC basis are recorded at cost and are amortized  
on a straight-line basis over a period that corresponds  
with the applicable DSC schedule (which ranges from three  
to seven years). Unamortized deferred selling commissions  
are written down to the extent that the carrying value exceeds 
the expected future revenue on an undiscounted basis.

Property and Equipment
Property and equipment, which is comprised of furniture  
and equipment, computer hardware, leasehold improvements 
and equipment under capital lease, is stated at cost, net  
of accumulated amortization. Amortization is computed  
on the following methods based on the estimated useful  
lives of these assets: 

Furniture and equipment 20% declining balance 
Computer hardware 30% declining balance 
Leasehold improvements straight-line over term of lease

Finite-life Intangible Assets
Finite-life intangible assets, which are comprised of customer 
contracts and relationships and investment advisory contracts 
and computer software, are stated at cost, net of accumulated 
amortization. Amortization is computed on a straight-line basis 
based on the estimated useful lives of these assets: 

Customer contracts and relationships 7 to 15 years 
Investment advisory contracts 5 years 
Computer software 3 to 5 years

Impairment of Long-lived Assets
Impairment of long-lived assets is recognized when an event  
or change in circumstance causes the assets’ carrying value to 
exceed the total undiscounted cash flows expected from their 
use and eventual disposition. The impairment loss is calculated 
by deducting the fair value of the asset or group of assets from 
its carrying value.

Goodwill and Management Contracts 
The purchase price of acquisitions accounted for under  
the purchase method and the purchase price of investments 
accounted for under the equity method are allocated based on 
the fair values of the net identifiable assets acquired, including 
management contracts. The excess of the purchase price over 
the values of such assets is recorded as goodwill. Management 
contracts have been determined to have an indefinite life. 

Goodwill and management contracts are not amortized,  
but are subject to impairment tests on at least an annual  
basis. Goodwill is allocated to the reporting units, and any 
impairment is identified by comparing the carrying value of a 
reporting unit with its fair value. If any impairment is indicated, 
then it is quantified by comparing the carrying value of 
goodwill to its fair value, based on the fair value of the assets 
and liabilities of the reporting unit. As of November 30, 2006 
and 2005, the Company has completed its annual impairment 
testing on the carrying values of goodwill and management 
contracts. No impairment losses were required to be  
recognized as a result of this testing.

Real Estate Secured Loans and Investment Loans
Real estate secured loans and investment loans are carried at 
amortized cost less principal repayments less any holdbacks, 
net of an allowance for loan losses. Interest income from  
loans is recorded on an accrual basis. Accrued but uncollected 
interest on uninsured real estate secured and investment  
loans is reversed when a loan is identified as impaired.  
Principal payments on the real estate secured loans and 
investment loans that are contractually due to the Company  
in the 12-month period from the balance sheet date are 
classified as current assets.
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Notes to Consolidated Financial Statements

Fees that relate to the origination of loans are deferred and 
recognized as selling expenses on a straight-line basis over  
the average expected term of the loans.

Allowance for Loan Losses
The allowance for loan losses consists of both specific 
allowances on impaired loans, and general allowances.  
General allowances are based on management’s assessment  
of probable, unidentified losses in the portfolio that have  
not been captured in the determination of specific allowances. 
The assessment includes portfolio-specific credit factors, 
general economic factors and geographic exposure. 

Impaired Loans
Loans are classified as impaired when, in the opinion of 
management, there is reasonable doubt as to the collectibility, 
either in whole or in part, of principal or interest, or when  
principal or interest is past due 90 days, except where the loan 
is both well-secured and in the process of collection. In any 
event, a loan that is insured by the federal government, an 
agency thereof or another third-party insurer is classified as 
impaired when interest or principal is past due 365 days, or in 
the case of other loans, when they are contractually in arrears 
for 180 days.

When a loan is identified as impaired, the carrying amount  
of the loan is reduced to its estimated realizable value. In 
subsequent periods, recoveries of amounts previously written 
off and any increase in the carrying value of the loan are 
credited to the provision for loan losses in the consolidated 
statements of income. Where a portion of the loan is written 
off and the remaining balance is restructured, the new loan  
is carried on an accrual basis when there is no longer any 
reasonable doubt regarding the collectibility of principal  
or interest. Interest income is recognized on impaired loans  
on a cash basis only after the specific allowance for losses  
has been reversed and provided there is no further doubt  
as to the collectibility of the principal.

Deposits
Deposits are substantially guaranteed investment certificates 
(GICs) that require the Company to pay a fixed interest rate 
until the maturity date of the certificate. Interest expense is 
recorded on an accrual basis.

GICs that mature in the 12-month period following the balance 
sheet date are classified as current liabilities.

Stock-based Compensation  
and Other Stock-based Payments 
The Company has stock-based compensation plans as 
described in note 16. The Company utilizes the fair-value-based 
method of accounting for stock-based compensation. The fair 

value of stock-based compensation is recorded as a charge to 
net earnings with a corresponding credit to contributed surplus.

The Company also has a share purchase plan under which 
employees can have a portion of their annual earnings 
withheld to purchase AGF’s Class B Non-Voting Shares (Class B 
Shares). The Company matches a portion of these amounts. 
The Company’s contribution vests immediately and is recorded 
as a charge to net income in the period in which the cash 
contribution is made.

During the year, the Company established a Restricted Share 
Unit (‘RSU’) plan for senior employees under which certain 
employees were granted RSU’s of Class B Shares. Compensa-
tion expense and the related liability are recorded equally over 
the vesting period, taking into account fluctuations in the 
market price of Class B Shares, dividends paid and forfeitures. 

Effective November 30, 2006, the Company established a 
Performance Share Unit (‘PSU’) plan for senior employees  
under which certain employees were granted PSUs of Class B 
Shares. Compensation expense and the related liability are 
recorded equally over the vesting period, taking into account 
the likelihood of the performance criteria being met, fluctua-
tions in the market price of Class B Shares, dividends paid  
and forfeitures. 

Assets Under Management
The Company manages and provides advisory services in 
respect of mutual fund and other investment assets owned  
by clients and third parties that are not reflected on the 
consolidated balance sheet.

Earnings Per Share
Basic earnings per share are calculated using the daily weighted 
average number of shares outstanding. Diluted earnings per 
share are calculated using the daily weighted average number 
of shares that would have been outstanding during the year 
had all potential common shares been issued at the beginning 
of the year, or when other potentially dilutive instruments 
were granted or issued, if later. 

The treasury stock method is employed to determine  
the incremental number of shares that would have been 
outstanding had the Company used proceeds from the 
exercise of options to acquire shares.

Use of Estimates
The preparation of financial statements requires management 
to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and 
the reported amounts of revenue and expenses during the year. 
Actual amounts could differ from these estimates.
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Key areas of estimation, where management has made difficult, 
complex or subjective judgements – often in respect of 
matters that are inherently uncertain – are the provision for 
useful lives of depreciable assets, commitments and contin-
gencies, loan loss provisions, valuation of securitized loans, 
stock-based compensation, performance share unit plan 
expense and the recoverability of property, equipment, 
goodwill and intangible assets using estimates of future cash 
flows. In addition, the Company has made investments in 
companies or businesses, some of which have experienced 
operating losses. Significant changes in the assumptions, 
including those with respect to future business plans and cash 
flows, could change the recorded amounts by a material 
amount. In addition, further operating losses of certain 
investees could result in impairment of these investments.

Disposal of Long-lived Assets and  
Discontinued Operations
Long-lived assets to be disposed of by sale are measured at  
the lower of their carrying amount or fair value less cost to 
sell, and are not depreciated while classified as held for sale.

During 2005, the Company concluded the sale of its wholly 
owned subsidiary Unisen Holdings Inc. (‘Unisen’). Unisen’s assets 
and liabilities have been reclassified as discontinued operations 
and Unisen’s operations for the 2005 period are reported as 
discontinued operations.

Hedging
Derivative instruments are used to manage the Company’s 
exposure to interest and currency risks. The Company does  
not enter into derivative financial instruments for trading or 
speculative purposes. When derivative instruments are used, 
the Company determines whether hedge accounting can be 
applied. Where hedge accounting can be applied, a hedge 
relationship is designated as a fair value hedge, a cash flow 
hedge, or a hedge of a foreign currency exposure of an 
investment in associated companies. The hedge is documented 
at inception, detailing the particular risk management 
objective and the strategy for undertaking the hedge transac-
tion. The documentation identifies the specific asset or 
liability being hedged, the risk that is being hedged, the type of 
derivative used and how effectiveness will be assessed. The 
derivative instrument must be highly effective in accomplishing 
the objective of offsetting either changes in the fair value or 
forecasted cash flows attributable to the risk being hedged 
both at inception and over the life of the hedge.

Income and expenses on derivative instruments designated  
and qualifying as hedges are recognized in the same period  
as the related hedge item. If a designated hedge is no longer 
effective, the associated derivative instrument is subsequently 
carried at fair value. Derivatives that do not qualify for hedge 
accounting are carried at fair value in the Consolidated Balance 

Sheet, and subsequent changes in their fair value are recorded 
in interest income or expense. Accrued income and expenses 
and deferred gains and losses are included in other assets  
and other liabilities, as appropriate, in the Consolidated 
Balance Sheet.

Foreign exchange forward contracts are used from time to time 
to manage foreign currency exposures from the investment in 
associated company having a functional currency other than 
the Canadian dollar. Foreign exchange gains or losses on these 
derivative financial instruments are recorded in a separate 
component of shareholders’ equity as a foreign currency 
translation adjustment.

Accounting for Securitizations
The Company has securitized certain registered Retirement 
Savings Plan (RSP) loans through the sale of these loans to a 
securitization trust. In order for a securitization to be treated 
as a sale, the Company must surrender control over those 
loans included in the securitization. To surrender control, the 
securitized assets must be isolated from the Company and its 
creditors, even in the case of bankruptcy or receivership, and 
the Company must receive consideration other than the 
beneficial interest in the transferred assets.

In determining the gain or loss on sale, management estimates 
future cash flows by relying on estimates of the amount of 
interest that will be collected on the securitized assets, the 
yield paid to investors, the portion of the securitized assets 
that will be prepaid before their scheduled maturity, expected 
credit losses, the cost of servicing the assets and the rate at 
which to discount these expected future cash flows. Actual 
cash flows may differ significantly from those estimated by 
management. If actual cash flows are different from manage-
ment’s estimate of future cash flows then the gains or losses  
on the securitization recognized in income will be adjusted. 
Note 2 to the financial statements provides additional 
disclosure regarding the securitizations and related balance 
sheet and income statement impacts.

AGF Elements
In November 2005, the Company launched AGF Elements, 
which consists of five diversified fund-of-fund portfolios.  
If an AGF Elements portfolio does not match or outperform  
its customized benchmark over a three-year period, each 
individual investor will receive up to 90 basis points in 
additional units, calculated based on the value of such 
investment at the end of its related three-year period.

The Company will include in other liabilities up to 30 basis 
points per year of each investor’s assets under management, 
adjusted for redemptions, until the end of the three-year 
measurement period of each investment made by such 
investor. At that time, if an individual investor’s returns match 
or exceed the corresponding benchmark, the Company will 
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recognize the entire amount as management fee revenue. If an 
individual investor’s actual returns are below the customized 
benchmark, a corresponding amount will be distributed to the 
investor in the form of additional units.

Consolidation of Variable Interest Entities
CICA AcG 15, “Consolidation of Variable Interest Entities (‘VIE’)” 
provides guidance for applying consolidation principles to 
certain entities that are subject to control on a basis other 
than ownership of voting interests. An entity is a VIE when, by 
design, one or both of the following conditions exist: (a) total 
equity investment at risk is insufficient to permit the entity  
to finance its activities without additional subordinated 
support from others; (b) as a group, the holders of the equity 
investment at risk lack certain essential characteristics of a 
controlling financial interest.

The Company has reviewed its relationships and determined 
that there are no entities whose financial results would be 
required to be included or disclosed in the consolidated results 
for the year ended November 30, 2006 and 2005.

Future Accounting Changes 
The CICA has issued three new accounting standards: CICA 
Handbook Section 3855 Financial Instruments – Recognition 
and Measurement; Section 3865 Hedges; and Section 1530 
Comprehensive Income. These standards will increase 
harmonization with U.S. and international accounting standards 
and became effective for the Company on December 1, 2006.

These standards require that all financial assets be classified as 
available for sale, trading, held to maturity or loans and 
receivables. Financial liabilities will be classified as trading or 
other. Initially, all financial assets and financial liabilities must 
be recorded on the balance sheet at fair value with subsequent 
measurement determined by the classification of each financial 
asset and liability. 

Financial assets and financial liabilities held-for-trading will be 
measured at fair value with the changes in fair value reported 
in earnings. Financial assets held-to-maturity, loans and 
receivables and financial liabilities other than those held-for-
trading will be measured at amortized cost. Available-for-sale 
financial assets will be measured at fair value with changes in 
fair value reported in other comprehensive income (‘OCI’) until 
the financial asset is disposed of, or becomes impaired.

Derivative instruments must be recorded on the balance sheet 
at fair value. Changes in the fair values of derivative instru-
ments will be recognized in earnings, except for derivatives 
that are designated as a cash flow hedge, the fair value change 
for which will be recognized in OCI.

Accumulated other comprehensive income (‘AOCI’) will be a 
new component of shareholders’ equity and a new statement 
entitled, Statement of Comprehensive Income will be added to 
the Company’s financial statements. Comprehensive income is 
composed of the Company’s net income and other compre-
hensive income. Other comprehensive income will include 
unrealized gains and losses on available-for-sale financial 
assets, foreign currency translation and changes in the fair 
market value of derivative instruments designated as cash flow 
hedges, all net of income taxes.

A transition adjustment attributable to the following will be 
recognized in the opening balance of retained earnings as at 
December 1, 2006 for the following: (i) financial instruments 
that the Company classifies as held-for-trading and that were 
not previously recorded at fair value; (ii) and the difference in 
the carrying amount of loans and deposits at December 1, 2006 
and the carrying amount calculated using the effective interest 
rate from inception of the loan or deposit. A transition 
adjustment will be recognized in the opening balance of AOCI 
relating to adjustments arising due to the remeasuring of 
financial assets classified as available-for-sale. Neither of the 
transition amounts that will be recorded in the opening 
retained earnings or in the AOCI balance on December 1, 2006 
is expected to be material to the Company’s consolidated 
financial position. 

Note 2. Securitization of AGF Trust Loans

On February 28, 2006, the Company, through its wholly owned 
subsidiary AGF Trust Company, securitized $218.4 million of  
RSP loans through the sale of these loans to a securitization 
trust. Cash flows of $206.3 million were received on the 
securitization and a gain net of transaction fees and expenses 
of $9.9 million was recorded. As at November 30, 2006,  
$161.3 million of securitized loans were outstanding.

When RSP loan receivables are sold in securitization to a 
securitization trust under terms that transfer control to third 
parties, the transaction is recognized as a sale and the related 
loan assets are removed from the consolidated balance sheet. 
As part of the securitization, certain financial assets are 
retained. The retained interests are carried at cost. A gain or 
loss on sale of the loan receivables is recognized immediately 
in income. The amount of the gain or loss is determined by 
estimating the fair value of future expected cash flows using 
management’s best estimates of key assumptions: excess 
spread, discount rate on the interest-only strip, expected credit 
losses, prepayment rates and the expected weighted average 
life of RSP loans that are commensurate with the risks involved. 
Subsequent to securitization, any retained interest that cannot 
be contractually settled in such a way that the Company can 
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recover substantially all of its recorded investment will be 
adjusted to fair value. The current fair value of retained 
interests is determined using the present value of future 
expected cash flows as discussed above.

The Company has recorded retained interests of $27.7 million 
(February 28, 2006 – $34.0 million) made up of i) the rights  
to future excess interest on these RSP loans after investors  
in the securitization trust have received the return for which 
they contracted, valued at $13.7 million (February 28, 2006 – 
$16.6 million), ii) cash collateral of $5.7 million (February 28, 2006 – 
$5.4 million) and iii) over-collateralization of $8.3 million 
(February 28, 2006 – $12.0 million). 

The impaired loans included in the securitized balances were 
equal to $0.3 million as of November 30, 2006. During the  
12 months ended November 30, 2006, $0.8 million of securi-
tized RSP loans were written off.

The Company’s claim on the retained interests is subordinate 
to investors’ interests. Recourse available to investors and  
the securitization trust is limited to the retained interests.  
For the 12 months ended November 30, 2006, cash flows of  
$9.9 million were received on the securitized loans, of which 
$4.1 million related to the over-collateralization, and  
$5.8 million related to the interest-only strip. The total other 
income recognized from securitization during the 12 months 
ended November 30, 2006 was $2.2 million.

The significant assumptions used to value the sold and 
retained interests were as follows:

Excess spread  3.8%
Discount rate on interest-only strip  7.5%
Expected credit losses  0.8%
Prepayment rate 14.0%
Expected weighted average life of RSP loans 30.2 months

The Company retained servicing responsibilities for the 
securitized loans. A servicing liability of $1.1 million was 
recorded as at November 30, 2006 (February 28, 2006 –  
$1.7 million). This amount represents the estimated future cost 
of servicing the securitized loans and has been offset against 
the gain on the sale of the RSP loans. The amount amortized 
related to the servicing liability during the 12 months ended 
November 30, 2006, was $0.5 million.

The following table presents key economic assumptions and 
the sensitivity of the current fair value of retained interests  
to two adverse changes in each key assumption as at  
November 30, 2006. As the sensitivity is hypothetical, it should 

be used with caution. The impact of changes in the fair value  
of retained interests was calculated using a discounted cash 
flow analysis.

Fair value of retained interests $ 29,042
Discount rate  7.5%
+10%  $ (180) 
+20%   (355) 
Prepayment rate  14.0%
+10%  $ (242) 
+20%   (465) 
Expected credit losses  0.8%
+10%  $ (287) 
+20%   (573) 

Note 3.  Discontinued Operations  
and Assets Held for Sale

On October 3, 2005 the Company sold 100% of wholly  
owned subsidiary Unisen Holdings Inc. (‘Unisen’) to CitiFinancial 
Canada Inc. (‘CitiFinancial’), for cash consideration of  
US$97.5 million (C$114.0 million). Expenses related to  
this transaction amounted to $5.0 million. The consideration 
was subject to two adjustments for which the Company had 
accrued a net amount owing to CitiFinancial of $1.8 million.  
The two adjustments were a working capital adjustment that 
provided that any working capital above a threshold is payable 
to AGF and the purchase price is subject to a clawback should 
Unisen’s revenue fall below a threshold during the 12-month 
period ended June 30, 2006. AGF received $5.0 million in 
respect of the working capital adjustment in the second 
quarter of 2006 and AGF paid $10.0 million to CitiFinancial  
in respect of the clawback. In addition, AGF paid $0.3 million 
to CitiFinancial in respect of a potential tax liability, including 
estimated interest and penalties owed by Unisen Holdings Inc. 
for periods prior to October 3, 2005. This has been recorded  
as a loss on sale of discontinued operations net of taxes of 
$0.2 million. The Company has issued a put option in favour  
of CitiFinancial relating to certain Unisen assets. The put 
option expires 18 months after the date of acquisition. No 
value has been attributed to this option, as management does 
not believe it will be exercised. 

Concurrent with the sale of Unisen to CitiFinancial, AGF has 
capped the management expense ratio on all of the AGF funds 
for three years at the lower of the actual levels reported in 
2004 and 2005. In addition, the Company is committed for a 
10-year period from the date of sale to reimburse CitiFinancial 
should CitiFinancial’s annual revenues derived from AGF fund 
administration services fall below a pre-determined level.
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Unisen’s operations for 2005 have been reported as  
discontinued operations and previously reported financial 
statements have been reclassified to reflect the following: 

Summary of discontinued operations 

($000’s) 
For the year ended November 30   2005

Revenue  $ 86,528 
Income before income taxes    6,137 
Income tax expense    2,594 
Net earnings from discontinued operations    3,543 
Basic net earnings per share  $ 0.04 
Diluted net earnings per share  $ 0.04 

Details of the gain on sale net of income taxes are as follows:

Gain on sale of discontinued operations 

($000’s) 
For the year ended November 30   2006  2005

Proceeds on sale  $ –  $ 113,958 
Expenses related to transaction   –   (5,027)
Net reserve for  
 subsequent adjustments   –    (1,826)
Subsequent purchase price  
 adjustments in excess  
 of reserve    (3,523)  –
Cost base of investment   –   (87,903)

(Loss) gain on sale before  
 income taxes    (3,523)   19,202 
Income taxes    636    (3,585)

(Loss) gain on sale,  
 net of income taxes  $ (2,887) $ 15,617 

Note 4. Acquisition of  
 Mutual Fund Assets from  
 ING Investment Management Inc.

On August 5, 2005, the Company acquired the management 
rights to $276 million in mutual fund assets from ING Invest-
ment Management Inc. (‘ING’) for cash consideration of  
$9.1 million. Thirteen ING funds have been merged into 
corresponding AGF funds. The agreement also includes the 
acquisition of the management contract for ING Canadian 
Dividend Income Fund, which has been renamed AGF Dividend 
Income Fund.

The purchase price for the assets acquired was allocated as follows:

($000’s)

Net assets acquired
Management contracts $  5,081
Customer relationships  4,023

   $ 9,104

The portion allocated to customer relationships is being 
amortized over their estimated useful life of seven years.  
The purchase price was also subject to a future reduction 
based on the level of mutual fund redemptions during the  
first year subsequent to acquisition. The Company received  
a payment of $0.9 million in September 2006 of which  
$0.5 million was allocated to Management Contracts  
and the remainder to Customer Relationships.

Note 5. Investment in Associated Company

On May 27, 2005, Smith & Williamson Holdings Limited 
(‘S&WHL’) completed the acquisition of 100% of the outstand-
ing shares of Solomon Hare Personal Finance Limited (‘SHPF’) 
and the business of Solomon Hare LLP. The total consideration 
paid by S&WHL of $20.6 million included cash of $4.9 million 
and the issuance of 2.3 million shares valued at $15.7 million. 
Prior to this transaction, the Company had a 31.8% interest in 
S&WHL. The Company holds a 30.7% interest in S&WHL. The 
dilution gain recorded in 2005 with respect to the acquisition 
of SHPF was $0.1 million.

Note 6. Acquisitions of Cypress Capital  
 Management Ltd. and  
 P.J. Doherty & Associates Co. Ltd.

On June 30, 2004, the Company acquired 100% of the shares of 
Cypress Capital Management Ltd. (‘Cypress’) for consideration 
of $26.1 million, including $0.1 million of acquisition costs. The 
acquisition has been accounted for by the purchase method of 
accounting, with the results of operations of Cypress included 
in the consolidated financial statements from the date of 
the acquisition. 

Consideration paid on closing consisted of $7.9 million of cash 
and 285,553 Class B Non-Voting Shares. Further payments were 
required and made subsequent to closing. On June 30, 2005, 
consideration consisted of $3.9 million in cash and issuance of 
159,696 AGF Class B Non-Voting Shares valued at $2.6 million. 
On June 30, 2006, consideration consisted of $3.9 million in 
cash and issuance of 129,601 Class B Non-Voting Shares valued 
at $2.6 million.

In addition to the aforementioned consideration paid, there is 
additional consideration due June 30, 2007 subject to Cypress 
achieving certain revenue levels. This amount is not determin-
able at the present time.

On January 15, 2004, the Company acquired 100% of the shares 
of P.J. Doherty & Associates Co. Ltd.  During 2006, the 
Company paid the final scheduled payment of $0.2 million 
(2005 – $0.2 million) related to this acquisition based on 
revenue growth during these years. This payment was recorded 
as an increase in goodwill.
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Note 7. Gain on Sale of Short-term Investments

During the year, the Company sold short-term investments of $22.8 million (2005 – $23.9 million). The gain related to the sale of 
short-term investments in 2006 was not significant (2005 – $4.5 million).

Note 8. Trust Company 

The Trust Company’s principal business activities are real estate secured loans, investment loans and deposit taking. Details 
related to these activities are as follows:

(a) Real Estate Secured and Investment Loans
The table represents the period of contractual repricing of interest rates on outstanding amounts. Principal repayments due  
on real estate and investment loans due within one year as at November 30, 2006 were $309.3 million (2005 – $316.0 million).

  Term To Contractual Repricing

    Variable  1 Year or  1 to 5 
($000’s)   Rate  Less  Years  2006  2005

Residential mortgage loans $ 2,275  $ 451,682  $ 462,080  $ 916,037  $ 516,978 
Commercial mortgage loans  –   14,838    11,087    25,925    35,823 
Home equity lines  
 of credit (HELOC)   116,194   –  –   116,194   – 

Total real estate secured loans   118,469    466,520    473,167    1,058,156    552,801 
Investment loans    1,246,255    985    13,926    1,261,166    850,666 

     1,364,724    467,505    487,093    2,319,322    1,403,467 

Less allowance for loan losses         12,699    8,200 

          $ 2,306,623  $ 1,395,267 
Less: current portion         309,329    315,987 

          $ 1,997,294  $ 1,079,280 

Impaired loans included in above         16,368    5,199 
Less specific allowance for loan losses         2,448    1,488 

          $ 13,920  $ 3,711 

The change in the allowance for loan losses is as follows:

($000’s)     2006  2005

Balance, beginning of year   $ 8,200  $ 4,267 
Amounts written off     (2,697)   (1,668)
Recoveries     465    226 
Reduction due to RSP loan securitization     (1,770)  –
Provision for loan losses     8,501    5,375 

Balance, end of year   $ 12,699  $ 8,200 

As at November 30, 2006, the Company’s mortgage portfolio was comprised of a combination of fixed rate and variable  
rate residential mortgages, of which $403.4 million (2005 – $309.9 million) is insured, with a weighted average term to maturity of 
1.8 years (2005 – 1.2 years) and a weighted average yield of 6.81% (2005 – 5.80%). Investment loans have interest rates based on 
prime. For the year ended November 30, 2006, the average interest rate on HELOC was 6.08% and on investment loans was 7.39% 
(2005 – 6.52%).
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(b) Trust Company Deposits
 Term To Maturity

    1 Year or 1 to 5 November 30, November 30, 
($000’s)  Demand Less Years 2006 2005

Deposits $ 10,047  $ 1,012,727  $ 1,465,490  $ 2,488,264  $ 1,407,752 

As at November 30, 2006, deposits were comprised substantially 
of GICs with a weighted average term to maturity of 1.9 years 
(2005 – 1.9 years) and a weighted average interest rate of 4.05% 
(2005 – 3.64%).

(c) Interest Rate Swaps
To hedge its exposure to fluctuating interest rates, the Trust 
Company has entered into interest-rate-swap transactions  
with four Canadian chartered banks as noted below. The  
swap transactions expire between December 31, 2006 and  
November 30, 2011 and involve the exchange of either the  
one-month bankers’ acceptance rate or the three-month 
bankers’ acceptance rate, to receive fixed interest rates. As at 
November 30, 2006, the aggregate notional amount of the 
swap transactions was $1,712.7 million (2005 – $939.7 million). 
The aggregate fair value of the swap transactions, which 
represents the amount that would be received by the Trust 

Company if the transactions were terminated at November 30, 
2006, was $3.8 million (2005 – the Trust Company would have 
paid $2.4 million).

Notional Amount  Maturity  Fixed Interest  
of Swap ($000’s) Date Rate Received

 40,000  2006 3.64% –  3 .9 1%
 633,700 2007 3.00% –  5 . 1 1%
 367,000 2008 3. 1 8% –  4.68%
 242,000 2009 3.47% –  4.66%
 280,000 2010 3.62%  –  4.78%
 150,000 2 0 1 1  4. 10%  –  4.86%

(d) Interest Rate Sensitivity
For the Trust Company, the impact of a 1% change in interest 
rates either up or down would be a change of annual net 
interest income of approximately $0.2 million as most of the 
loan portfolios are hedged.

Note 9. Property, Equipment and Other Intangible Assets

($000’s)  Accumulated 
November 30, 2006 Cost Amortization Net

Property and equipment
 Furniture and equipment $ 19,753  $ 16,532  $ 3,221 
 Leasehold improvements   20,430    12,792    7,638 
 Computer hardware   8,859    3,572    5,287 

     49,042    32,896    16,146 
Other intangible assets
 Computer software   52,217    44,917    7,300 

    $ 101,259  $ 77,813  $ 23,446 

($000’s)  Accumulated 
November 30, 2005 Cost Amortization Net

Property and equipment
 Furniture and equipment $ 15,457  $ 11,576  $ 3,881 
 Leasehold improvements   15,759    11,016    4,743 
 Computer hardware   7,443    3,607    3,836 

     38,659    26,199    12,460 
Other intangible assets
 Computer software   47,069    37,890    9,179 

    $ 85,728  $ 64,089  $ 21,639 
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Note 10. Long-term Debt

($000’s) 
November 30  2006  2005

Revolving term loan  $ 56,000  $ –
Notes payable due  
 April 30, 2013  –  18,074 
Payment re CISL due  
 January 31, 2006  –  1,067 
Cypress payment due  
 June 30, 2006 (note 6)  –   6,500 

     56,000    25,641 
Less: amount included  
 in current liabilities    56,000    8,277 

    $ – $ 17,364 

(a) Revolving Term Loan
The Company has arranged a six-year prime-rate-based 
revolving term loan to a maximum of $200.0 million with  
a Canadian chartered bank. Under the loan agreement, the 
Company is permitted to draw down the revolving term loan 
by direct advances and/or bankers’ acceptances (‘BAs’). The 
revolving term loan is available at any time for a period of  
364 days from commencement of the loan (the ‘Commitment 
Period’). The expiration of the current commitment period  
is June 30, 2007. However, the Company may request by  
April 15, 2007, and prior to April 15 in any calendar year 
thereafter, a recommencement of the six-year term at the 
expiry of the then-current commitment period. No repayment 
of the principal amount outstanding pursuant to the revolving 
term loan is required during the first three years of the then-
applicable term. Thereafter, the loan balance shall be repaid  
in minimum monthly instalments of at least one-thirty-sixth  
of the amount of principal outstanding.

As at November 30, 2006, the Company has drawn $56.0 million 
against the available loan amount in the form of a one-day 
bankers’ acceptance at an effective average interest rate of 
4.60% per year. As this loan functions as a working capital 
facility, it has been included in current liabilities.

Security for the bank loan includes a specific claim over  
the management fees owing from the mutual funds (subject  
to the existing claims of related limited partnerships) for  
which the Company acts as manager and, depending upon  
the amount of the loan outstanding, an assignment of  
AGF’s investments in 20/20 Financial Corporation and  
AGF International Company Limited.

(b) Notes Payable Due April 30, 2013  
and Participation Units
In May 2006, the Company reached an agreement with  
Multi-Fund Management Inc., the manager of Multi-Fund 
Income Trust (‘Trust’), to terminate its obligations to the  
Trust for a cash payment of $3.4 million. The termination  
of the Company’s cash flow obligation was subject to a Trust 
Unitholder meeting, which was held on June 8, 2006. The Trust 
Unitholders approved the agreement and on June 12, 2006, the 
Company repurchased the debt related to the Trust.

Details of the gain recorded on repayment of debt were  
as follows:

($000’s) 
November 30 2006 

Notes payable due April 30, 2013 $ 17,817 
Participation units  6,157 

    23,974 
Cash consideration paid, June 12, 2006  (3,360)

Gain on early repayment of debt  20,614 
Income taxes  7,305 

Gain on early repayment of debt,  
 net of income taxes $ 13,309 

(c) Payment to Consort Information Systems 
Limited (‘CISL’) due January 31, 2006
In 2003 the Company, through its wholly owned subsidiary, 
Investmaster Group Limited (‘Investmaster’), acquired all  
the outstanding shares of CISL. Cash consideration paid was 
$8.3 million with an additional payment of $1.1 million due, 
which was paid on January 31, 2006. 

(d) Interest Rate Sensitivity
The effect of a 1% change in interest rates will increase or 
decrease annual interest expense on the Company’s debt by 
approximately $0.2 million (2005 – $0.1 million).
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Note 11.  Interest Rate Swap and Foreign  
Exchange Hedge Transactions

To fix the interest rate paid on a portion of its revolving  
term loan, the Company has entered into three interest rate 
swap transactions (the ‘Swap Transactions’) with a Canadian 
chartered bank. The Swap Transactions expire between  
October 28, 2007 and January 27, 2008. They involve the 
exchange of three-month bankers’ acceptance floating interest 
rates for fixed interest rates of 5.47% to 5.56% per annum. As at 
November 30, 2006, the aggregate notional amount of the 
Swap Transactions was $10.9 million (2005 – $20.6 million). The 
aggregate fair value of the Swap Transactions, which represents 
the amount that would be paid by the Company if the 
transactions were terminated at November 30, 2006, was  
$0.1 million (2005 – $0.4 million).

To hedge its currency exposure and to fix the interest rate on 
borrowings in connection with a Japanese yen-denominated 
investment included in Other Investments, the Company 
entered into a cross-currency swap transaction, which expired 
on November 29, 2006. The cross-currency swap transaction 
was settled on November 29, 2006 and the Company received 
a payment of $0.4 million (if the transaction had been 
terminated on November 30, 2005, the Company would have 
received $0.4 million).

The Company did not hedge its currency exposure in  
connection with its investment in S&WHL in 2006 and 2005.

Note 13. Limited Partnership Financings

Selling commissions paid on certain sales of mutual fund 
securities of the AGF Funds made on a DSC basis (‘DSC 
securities’) have been financed by limited partnerships held  
by third party investors. Up to November 30, 2006, such 
limited partnerships have financed selling commissions of 
approximately $440 million in respect of such DSC securities. 
The Company is obligated to pay the relevant limited partner-
ship an annual fee of 0.47% to 0.90% of the net asset value of 
DSC securities. The limited partnerships also receive any 
deferred sales charges resulting from the redemption of such 
securities. These obligations continue as long as such DSC 
securities remain outstanding except for certain of the limited  
partnerships, in which case the obligation terminates at various 

dates from December 31, 2006 to December 31, 2020. For 
certain limited partnerships the obligation is secured by the 
Company’s mutual fund management contracts to the extent 
of the particular obligation.

The Company is responsible for the management and 
administration of the limited partnerships. These services are 
provided in the normal course of operations and are recorded 
at the amount of consideration agreed to by the parties.  
The amount of fees received in 2006 was $0.6 million (2005 – 
$0.7 million). As at November 30, 2006, the net asset value  
of DSC securities financed by the limited partnerships was  
$1.6 billion (2005 – $1.7 billion). It is the Company’s intention to 
recommend the dissolution of certain of these partnerships. 
Refer to note 25 – Subsequent events. 

Note 12. Fair Value of Financial Instruments

  November 30, 2006 November 30, 2005

    Carrying  Estimated  Carrying  Estimated 
($000’s)   Value  Fair Value  Value  Fair Value

Real estate secured and investment loans $ 2,306,623 $ 2,310,359 $ 1,395,267 $ 1,396,040
Short-term investments  10,723  13,529  23,805  25,216
Other investments  5,524  8,492  7,142  9,994

   $ 2,322,870 $ 2,332,380 $ 1,426,214 $ 1,431,250

Deposits $ 2,488,264 $ 2,492,530 $ 1,407,752 $ 1,402,174

The estimated fair value of loans and deposits is determined using the amortized cost method by discounting the future cash 
flow at prevailing interest rates for loans and deposits with similar terms and applicable credit risks. 

The estimated fair value of investments with an available trading market is based on their quoted market value. Investments that 
have no trading market are valued based on management estimates using common valuation techniques. 

Other financial assets and financial liabilities of the Company are recorded at cost, which approximates fair value.

Short-term investments include $10.1 million (2005 – $22.4 million) invested in AGF mutual funds.

The fair values of the Trust Company derivative transactions are disclosed in Note 8 and Note 11.
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Note 14. Income Taxes

(a) The Company’s effective income tax rate for continuing operations is comprised as follows:

Years ended November 30  2006  2005

Canadian corporate tax rate  35.9%  35.9%
Changes in future federal and provincial income tax rates  (14.1)  –
Rate differential on earnings of subsidiaries  (11.3)  (10.4)
Tax benefit of losses of foreign subsidiaries  –  1.3
Amortization of customer contracts and relationships  1.1   1.0
Tax-exempt investment income   (0.9)  (1.8)
Other   (0.9)  2.5

Effective income tax rate  9.8%  28.5%

(b) The tax effects of temporary differences which gave rise to future tax liabilities and assets are as follows:

November 30  2006  2005

Future income tax liability
 Deferred sales commissions $ (92,405) $ (98,280)
 Deferred revenue  518  2,280
 Undepreciated capital cost in excess of carrying values  2,043  1,109
 Loss carryforwards  1,484  37
 Expenses deductible or gain to be recognized in future periods  542  1,605
 Provision for loan losses  3,057  807
 Securitization of RSP loans  (5,046)  –
 Deferred charges  (4,430)  (951)
 Goodwill and management contracts  (136,259)  (150,990)
 Investments  (6)  2,113
 Other  (559)  82

Future income tax liability $ (231,061) $ (242,188)

(c) As at November 30, 2006, certain subsidiaries of the 
Company have accumulated aggregate income tax losses of 
approximately $21.4 million (2005 – $18.1 million) that may be 
used to reduce taxable income in the future. These tax loss 
carry-forwards expire as follows:

$4.2 million 2014 to 2026 
$17.2 million no expiry date

The potential tax benefits of $17.2 million of these losses have 
not been recognized in the consolidated financial statements.

(d) The 2006 federal budget announced on May 2, 2006 
proposed to reduce the federal corporate income tax rate  
to 19% from 21% by January 1, 2010 and to eliminate the federal 
corporate surtax rate of 1.12% effective January 1, 2008. On  
June 6, 2006, these tax rate changes were considered to be 
substantively enacted. Consequently, during the year, the 
Company recognized a $15.9 million reduction in future  
income tax liabilities.
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Note 15. Capital Stock

(a) Authorized Capital 
The authorized capital of AGF consists of an unlimited number of Class B Non-Voting Shares (‘Class B Shares’) and  
an unlimited number of Class A Voting Common Shares (‘Class A Shares’). The Class B Shares are listed for trading on  
The Toronto Stock Exchange.

(b) Changes During the Year 
The change in capital stock is summarized as follows:

     Number of   Amount 
    shares issued  ($000’s)

Class B Shares
Balance, November 30, 2004     90,739,463  $ 394,125 
Issued on acquisition of a subsidiary (note 6)     159,696    2,600 
Issued through dividend reinvestment plan     20,931    377 
Stock options exercised (note 16)     648,015    7,739 
Purchased for cancellation     (2,444,900)   (10,687)

Balance, November 30, 2005     89,123,205  $ 394,154 
Issued on acquisition of a subsidiary (note 6)     129,601    2,600 
Issued through dividend reinvestment plan     87,891    1,985 
Stock options exercised (note 16)     531,300    7,935 
Purchased for cancellation     (700,000)   (3,108)

Balance, November 30, 2006     89,171,997  $ 403,566 
Class A Shares
Balance, November 30, 2006 and 2005     57,600   –

Total stated capital, November 30, 2006 (2005 – $394,154)     $ 403,566 

(c) Class B Shares Purchased for Cancellation 
AGF has obtained applicable regulatory approval to purchase 
for cancellation, from time to time, certain of its Class B Shares 
through the facilities of the Toronto Stock Exchange. Present 
approval for such purchases extends through to February 17, 2007. 
Under this issuer bid, the Company may purchase up to 10%  
of the public float outstanding on the date of the receipt  

of regulatory approval or up to 7,214,698 shares. During the  
year ended November 30, 2006, 700,000 (2005 – 2,444,900) 
Class B Shares were purchased at a cost of $15.9 million  
(2005 – $42.5 million) and the excess paid of $12.8 million 
(2005 – $31.8 million) over the book value of the shares 
purchased for cancellation was charged to retained earnings. 
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Note 16. Stock-based Compensation and Other Stock-based Payments

(a) Stock Option Plans
AGF has established stock option plans for senior employees under which stock options to purchase an aggregate maximum  
of 5,421,773 (2005 – 5,953,073) Class B Shares could have been granted as at November 30, 2006. The stock options are issued at a 
price not less then the market price of the Class B Shares immediately prior to the grant date. Stock options are vested to the 
extent of 25% to 33% of the individual’s entitlement per annum or, in some instances 100% vest at the end of the term of the option.

The change in stock options during 2005 and 2006 is summarized as follows:

  Number of Weighted average 
  options exercise price

Class B Share Options
Balance outstanding, November 30, 2004   3,566,604  $ 17.86
 Options granted   2,063,000  $ 18.25
 Options cancelled    (199,714) $ 20.27
 Options exercised   (648,015) $ 11.94

Balance outstanding, November 30, 2005   4,781,875  $ 18.72
 Options granted   730,000  $ 25.14
 Options cancelled    (711,492) $ 20.88
 Options exercised   (531,300) $ 14.98

Balance outstanding, November 30, 2006   4,269,083  $ 19.93

The following summarizes information about stock options outstanding as at November 30, 2006:

  Number of  Weighted  Weighted  Number of  Weighted  
Range of options average  average  options  average  
exercise prices outstanding remaining life exercise price exercisable exercise price

 $11.27 to $16.87 580,000 3.4 years $ 15.32  488,334 $ 15.04
 $17.06 to $17.36 809,000 5.2 $ 17.13  193,500 $ 17. 14
 $17.87 to $18.94 612,583 5.4 $ 18.72  273,749 $ 18.50
 $18.95 to $19.38 970,000 5.9 $ 19.38  242,500 $ 19.38
 $19.39 to $27.73 1,297,500 4.8 $ 24.73  567,500 $ 24.20

     4,269,083 5.0 $ 19.93  1,765,583 $ 19.34

The outstanding stock options have expiry dates ranging from 
December 2006 to December 2013. Options granted prior to 
2005 require the Company or employee to meet performance 
criteria for certain of the options to vest.

During 2006 the Company granted 730,000 options (2005 – 
2,063,000) and recorded $4.6 million (2005 – $4.1 million)  
in compensation expense and contributed surplus in respect  
of the options granted since December 31, 2002. The fair value 
of options granted during 2006 has been estimated at between 
$5.63 and $7.16 per share (2005 – between $3.70 and $4.30 per 
share) using the Black-Scholes option-pricing model. The 
following ranges of assumptions were used to determine  
the fair value of the options on the date of grant:

Risk-free interest rate 3.94% – 4.26% 
Expected dividend yield 2.83% – 3.30% 
Expected share price volatility 29.85% – 30.15% 
Option term  6.7 years

(b) Share Purchase Plan
Under the Company’s share purchase plan, eligible employees 
can have a percentage of their annual earnings withheld 
subject to a maximum of 6%, to purchase the Class B Shares. 
The Company matches up to 60% of the amounts contributed 
by employees. All contributions are used by the plan trustee to 
purchase Class B Shares on the open market. Shares purchased 
with Company contributions vest immediately. The Company’s 
contributions are recorded in payroll costs and amounted to 
$0.7 million for the year ended November 30, 2006 (2005 – 
$0.7 million).
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(c) Restricted Share Unit Plan

Under the Company’s restricted share unit (‘RSU’) plan, certain 
senior employees are issued RSUs. These units vest three  
years from the grant date. On the vesting date, the Company 
will redeem all of the participants’ RSUs in cash equal to the 
value of one Class B Share for each RSU. 

At November 30, 2006, 75,686 RSUs were outstanding to 
employees of the Company. Compensation expense for the 
year ended November 30, 2006 related to these RSUs was  
$0.2 million (2005 – nil).

(d) Performance Share Unit Plan
Effective November 30, 2006, the Company established a 
performance share unit (‘PSU’) plan, which enables certain 
senior employees of AGF to participate in the growth and 
development of AGF by providing such employees with the 
opportunity, through PSUs, to acquire a proprietary interest in 
AGF. Under the terms of the plan, PSUs are issued to the 
participant and the units issued vest three years from the grant 
date subject to certain performance criteria being met.

On the vesting date, AGF, subject to the performance criteria 
being met, will redeem all of the participants’ PSUs in cash 
equal to the value of one Class B Share for each PSU. 

At November 30, 2006, 67,305 PSUs were outstanding to 
employees of the Company. The PSUs were issued on  
November 30, 2006 and accordingly no compensation expense 
has been recorded for the year ended November 30, 2006.

Note 17. Earnings Per Share

The following table sets forth the calculation of both basic and diluted earnings per share as well as basic earnings per share and 
diluted earnings per share from continuing operations:

Years ended November 30  2006  2005

Numerator ($000’s)

 Net income from continuing operations for the year $ 102,235  $ 72,712 
 Gain on early retirement of debt, net of income taxes $ 13,309  $ –
 (Loss) gain on sale of discontinued operations   (2,887)   15,617 
 Net earnings from discontinued operations, net of income taxes  –   3,543 

 Net income for the year $ 112,657  $ 91,872 

Denominator
 Weighted average number of shares – basic   89,105,541    90,296,830
 Dilutive effect of employee stock options   734,510   363,139

 Weighted average number of shares – diluted   89,840,051    90,659,969

Earnings per share
 Basic from continuing operations $ 1.15 $ 0.8 1 
 Diluted from continuing operations $ 1.14 $ 0.80 
 Basic $ 1.26 $ 1.02 
 Diluted  $ 1.25 $ 1 .0 1 
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Note 18. Agreements with Mutual Funds

The Company acts as manager for the AGF Funds and  
receives management and advisory fees from the AGF Funds  
in accordance with the respective agreements between the 
Funds and the Company. In return, the Company is responsible 
for management and investment advisory services and all costs 
connected with the distribution of securities of the Funds. 
Substantially all the management and advisory fees the 
Company earned in 2006 and 2005 were from the AGF Funds. 
As at November 30, 2006, the Company had $35.7 million  
(2005 – $14.8 million) receivable from the AGF Funds. The 
Company also acts as trustee for the AGF Funds that are 
mutual fund trusts.

Up until the sale of Unisen to CitiFinancial on October 3, 2005, 
the Company directly provided unitholder services to the 
funds and was compensated for such services. These services 
were provided in the normal course of operations and were 
recorded at the amount of consideration agreed to by the 
parties. Concurrent with the sale of Unisen, the Company 
entered into a new 10 year services agreement with Citigroup 
Global Transaction Services. The aggregate unitholder  
services costs absorbed and management and advisory fees 
waived by the Company during the year on behalf of these 
service agreements were approximately $15.7 million (2005 –  
$10.0 million).

Note 19. Related Party Transactions

The Company has entered into certain transactions with 
entities or senior officers who are directors of the Company. 
During 2006, total amounts paid by the Company to these 
related parties aggregated $0.1 million (2005 – $0.1 million).

Note 20.  Supplemental Disclosure  
of Cash Flow Information 

Interest payments in 2006 were $79.4 million (2005 –  
$33.9 million). Income tax payments in 2006 were $48.1 million 
(2005 – $26.2 million).

Note 21. Segment Information

AGF has three reportable segments: Investment Management 
Operations, Trust Company Operations and Other. The 
Investment Management segment provides investment 
management and advisory services and is responsible for the 
management and distribution of the AGF investment products. 
AGF Trust Company offers a wide range of trust services 
including GICs, real estate secured and investment loans and 
Home Equity Line of Credit loans. In prior periods the 
Company had reported a fund administration segment, which 
consisted of Unisen Holdings Inc. (‘Unisen’) and Investmaster 
Group Limited (‘Investmaster’). As a result of the sale of Unisen 
(see Note 3) Unisen’s operations have been reported as 
discontinued operations. The results of Investmaster a supplier 
of software products and services to the private wealth 
management industry and the results of the Company’s 30.7% 
interest in S&WHL, an independent private client investment 
management, financial advisory and accounting group based in 
the U.K. are included in the other segment as these entities do 
not meet the criteria for separate disclosure. AGF’s reportable 
segments are strategic business units that offer different 
products and services.

The results of the reportable segments are based upon the 
internal financial reporting systems of AGF. The accounting 
policies used in these segments are generally consistent with 
those described in the summary of significant accounting 
policies detailed in Note 1.
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   Investment  Trust  
($000’s)  Management  Company   Inter-segment   
For the year ended November 30, 2006 Operations Operations Other Elimination Total

External revenue  $ 535,897  $ 147,901  $ 19,683  $ –  $ 703,481 
Intersegment revenue    1,115    1,067   –   (2,182)  – 

Segment revenue   537,012    148,968    19,683    (2,182)   703,481 
Operating expenses    326,261    116,836    11,615    (2,182)   452,530 
Interest expense   –  –    2,861   –   2,861 
Amortization    130,730    1 ,1 17     2,927   –   134,774 

Segment income (loss) from  
 continuing operations  
 before taxes  $ 80,021  $ 31,015  $ 2,280  $ –  $ 113,316 

Included in external revenue 
 Interest revenue  $ 967  $ 131,351  $ – $ –  $ 132,318 
Total assets  $ 1,040,002  $ 2,760,071  $ 119,695  $ – $ 3,919,768 

   Investment  Trust  
($000’s)  Management  Company   Inter-segment   
For the year ended November 30, 2005 Operations Operations Other Elimination Total

External revenue  $ 509,632  $ 67,302  $ 17,512  $ –  $ 594,446 
Intersegment revenue   15    1,100   –   (1,115)  –

Segment revenue    509,647    68,402    17,512    (1,115)   594,446 
Operating expenses    279,814    53,918    16,991    (1,115)   349,608 
Interest expense   –  –   4,095   –   4,095 
Amortization    134,724    987    3,302   –   139,013 

Segment income (loss) from  
 continuing operations  
 before taxes  $ 95,109  $ 13,497  $ (6,876) $ – $ 101,730 

Included in external revenue 
 Interest revenue  $ 1,171  $ 64,919  $ – $ –  $ 66,090 
Total assets $ 1,052,830  $ 1,545,941  $ 110,896  $ –  $ 2,709,667 
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Note 22. Commitments 

The Company is committed under operating leases for office 
premises and equipment, which require approximate minimum 
annual cash rental payments as follows:

2007 5,372
2008 2,596
2009 2,236
2010 2,152
2011 2,015
Thereafter 10,303

AGF Trust Company has outstanding mortgage commitments 
at rates of interest prevailing at the time the commitments 
were issued of $144.7 million as at November 30, 2006 (2005 – 
$127.2 million). Any interest rate commitment has a term of  
less than 60 days.

Concurrent with the sale of Unisen to CitiFinancial, AGF has 
capped the management expense ratio on all of the AGF funds 
for three years at the lower of the actual levels reported in 
2004 and 2005.

Note 23. Guarantees

The Company, under an indemnification agreement with  
each of the directors of the Company, as well as directors  
of the mutual fund corporations has agreed to indemnify  
the directors against any costs in respect of any action or suit 
brought against them in respect of the proper execution of 
their duties. To date, there have been no claims under these 
indemnities and the Company does not anticipate that any  
will occur.

The Company is committed for a ten-year period to reimburse 
CitiFinancial should CitiFinancial’s annual revenues derived 
from AGF fund administration services fall below a pre-
determined level. The Company is not able to reasonably 
estimate this amount, if any, and does not anticipate this 
amount to be significant.

Note 24. Contingent Liabilities

There are certain claims and potential claims against the 
Company. None of these claims or potential claims are 
expected to have a material adverse effect on the consolidated 
financial position of the Company.

Note 25. Subsequent Events

On December 1, 2006, the Company acquired approximately 
80% of Highstreet Partners Limited, which wholly owns 
Highstreet Asset Management Inc., an investment counsel firm 
based in London, Ontario. The purchase price is based on 
actual results for the period ending December 31, 2006 and 
consideration will be paid over a three-year period. The 
purchase consideration is payable by a combination of cash 
and the issuance of Class B Shares. On December 1, 2006,  
AGF made a payment of $14.8 million in cash and $4.4 million  
in shares. 

In 2007, it is the Company’s intention to recommend the 
dissolution of the following Limited Partnerships (‘LPs’):  
AGF Limited Partnership 1990, AGF Limited Partnership 1991, 
20/20 Group 1990 Private Limited Partnership, 20/20 Group 
1990 Limited Partnership and 20/20 Group 1992 Limited 
Partnership. For all of these LPs, except for 20/20 Group 1990 
Private Limited Partnership, the dissolution is subject to 
approval by the respective limited partners. As part of the  
LP dissolution process, the Company will either purchase  
the future distribution fees remaining payable by the  
Company to the LPs or purchase the outstanding units for  
total cash consideration of $3.1 million. In 2006, distributions  
of $1.0 million were made to these LPs.
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   2006 2005 2004 2003 2002 2001 2000 1999 1998 1997

Operations ($000’s)

 Total revenue  
  (continuing operations)  703,481   594,446   585,425   546,602   654,103   639,994   508,681   356,703   288,822   236,759 
 Net income   112,657   91,872   77,287   44,016   119,839   163,754   95,931   61,710   48,777   40,489 
 Dividends  61,521   50,522   37,474   27,150   22,967   19,577   14,092   11,642   9,970   6,491 

Financial position ($000’s)

 Working capital (deficit) (414,827) (35,891)  52,019   59,547   95,287  (9,950) (86,692)  55,348   40,186   30,903 
 Long-term debt 0  17,364   68,292   112,192   225,403   165,481   278,051   72,048   81,422   38,000 
 Shareholders’ equity  979,771   918,326   914,366   903,360   887,566   764,707   480,091   284,244   233,383   192,173 
 Return on equity 11.5% 10.0% 8.5% 4.9% 14.5% 26.3% 25.1% 23.8% 22.9% 26.3%

Per share ($)

 Net income – basic 1.26 1.02 0.85 0.48 1.34 1.84 1.23 0.80 0.64 0.55
 Dividends 0.69 0.56 0.41 0.295 0.255 0.22 0.18 0.15 0.13 0.09
 Book value  
 (continuing operations) 10.99 10.30 10.08 9.79 9.74 8.56 5.78 3.64 3.03 2.53 

Consolidated 10-Year Review
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