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revenue properties company limited

TO THE SHAREHOLDERS:

We are pleased to enclose the audited consolidated financial statements of Revenue
Properties Company Limited and subsidiaries for the year ended December 31, 1972.

Net income for the year before extraordinary items at $399,512 compares with a restated
loss for the previous year in the amount of $2,103,256. Extraordinary items in the amount of
$371,000 arising from income tax reductions on application of prior years’ losses bring the net
income for the year to $770,512 or 6.6¢ per share.

In 1970, a provision for possible loss of the Company’s equity in two parcels of land was
set up. It has become obvious that this was done in error, and management has decided to
reverse such provision in the amount of $1,249,996 and to adjust the related interest which
should have been capitalized. The accompanying consolidated financial statements now reflect
the appropriate cost of the lands in question. Consolidated deficit would have been $1,629,939
greater at December 31, 1972 and land held in joint ventures not consolidated would have been
understated by a similar amount, had the reversal not been made.

There have been significant improvements in most areas of the Company’s operations during
1972. land sales of $8,178,339, although lower than sales of $14,497,416 in 1971, resulted in a
gross profit of approximately $3 million as compared to approximately $2 million in 1971; rental
income increased from $8,369,299 to $9,057,826 while direct operating expenses remained about
the same; and our associated company operated at a profit in 1972, as compared with a loss in the
previous year.

We are also pleased to report that for the first quarter of 1973 unaudited profit was
$313,561, an apparent improvement from the results of operations for the same period in 1972,
although comparative figures are not available. Because of the nature of your Company’s real
estate development business, however, the results for the first quarter of 1973 are not necessarily
indicative of results to be expected for the year.

Land Development

Your Company and its associates continue to be active in the development of sub-
divisions. During 1972 we developed and sold 520 residential building lots. Joint ventures
were entered into with two companies whereby four high-rise apartments and 204 con-
dominium townhouses will be developed in Toronto over the next few years. The first of
the apartments is now under way, and the second will be started later in 1973. In all, 900
units will be constructed when the project is completed. The construction of the 204
condominium townhouses was commenced in the latter part of 1972.

During the year, the Company disposed of land which it held in Acton, Ontario, at
a profit.

In May, 1973, the Government of Canada indicated that it was prepared to pay
approximately $2,600,000 as total compensation for all interests in approximately 1,100
acres of Century City land which it expropriated for a new international airport. Century
City Developments Limited, a 76.25% owned subsidiary, still retains approximately 5,500
acres. Century City will have one year in which to negotiate a settlement for any claims
which it may have for additional compensaton or to commence proceedings in the Federal
Court.  Approximately $1,600,000 of the amount must be used to pay encumbrances and
real estate taxes on the land expropriated. The Government has also offered to purchase
at a negotiated price an additional 500 acres which had been subject to a notice of intention
to expropriate but were not expropriated. The offer remains available until January 31, 1974.
Management is actively working on various alternative uses for the development of the
balance of the Century City lands.



Additional acreages held by the Company for development or sale in the next few
years are listed on the Summary of Principal Holdings shown on page 29.

Industrial Division

In 1972 the Industrial Construction Division operated primarily in Montreal. It was
involved in the construction of approximately 300,000 sq. ft. of industrial space, of which
125,000 sq. ft. was completed or is under construction as an addition to the Company’s
investment portfolio in the Airport Industrial Estates, Dorval, Quebec.

The Division presently has contracts for the construction of 100,000 sq. ft. and
proposes to build 46,500 sq. ft. of industrial space and 32,400 sq. ft. of commercial space
for investment by the Company as a part of the Airport Industrial Estates.

Industrial construction activities have recently been expanded into Ontario, and the
Division has opened an office at 2001 Leslie Street, Toronto. We look forward to a signifi-
cant growth in the Industrial Construction Division over the next few years.

Housing Construction

During 1972 the Company restricted its housebuilding activities to the construction
of a small number of homes in Port Elgin, Ontario. It is anticipated that the housing
construction division will gradually increase its activities both in Port Elgin and in other
centres in Ontario.

Property Management

A summary of principal properties managed by the Company is included on page 29.
At the present time, certain housing trusts and condominiums are also managed by the
Company. It is possible that other such ventures will be undertaken in the future. As
additional residential, commercial and industrial buildings are completed, either as a
Company investment or in joint ventures, it is expected that property management activities
will expand.

The Company'’s accounting staff deserves special recognition. With the release of the accom-
panying financial statements, the Company is for the first time since 1968 up-to-date in its financial
reporting. Its accounting procedures are now such that it can be expected that financial reports
will be issued in a timely fashion in future. In addition to the many necessary personnel changes
in the Accounting Department, a number of significant changes have been made throughout the
organization. Today, your directors feel that the Company has a capable management team which
will enable it to strengthen each of the areas of activity in which the Company is presently
engaged, with a view to creating a strong positive cash flow and profits.

On behalf of the Board of Directors

5 Lht

MAXWELL GOLDHAR
June 5, 1973 President



revenue properties company limited

(Incorporated under the laws of Ontario)

and subsidiaries

ASSETS
1972 1971

Cash and short-term deposits ....... ...ttt $ 872,306 $ 1,048,605
Cash i1 E5ETOW, v s sumvess » e 5 aanien S mes & St & e s saseg § Goas 5 907,055 2,268,233
Accounts, rents and other receivables (note 3) ....... ... ... 2,355,424 2,674,068
Due from directors and officers (note 4) .. ...t — 2,494,104
Prepaid eXpenses . .....uuiinreint it i et e 520,911 462,758
Martgages ireceivable (Note 5)l.; . v dotvoe s soms s semms 2 et 2 Srmis s A 14,226,562 13,254,200
Balances receivable for land sold under agreements of purchase and

SAle (NOLE B) .o vv ittt e 5,036,838 3,748,245
Real estate held for development or sale

Properties other than Century City (note 7) ..............c.ccvun.... 8,322,936 10,835,441

Century City (MO 8) ..ttt e e e e e e et 13,768,081 13,190,653
Revenue producing real estate (note 9) ...................vviiinn.. 31,681,110 33,271,070
Investment in and advances to joint ventures not consolidated (note 10) ... 4,652,406 3,848,796
Investment in and advances to associated company (note 11) ........... 941,646 1,235,320
Sundry investments and advances, at cost ............... ..., 136,302 384,173
Debenture financing costs less amortization .......................... 132,438 50,974

Approved by the Board

m Director
&&j Director

$83,554,015 $88,766,640




CONSOLIDATED BALANCE SHEET
DECEMBER 31, 1972

(with comparative figures at December 31, 1971 as restated)

LIABILITIES

1972 1971
Bank indebtedness: sectred = = o seum w2 s ¢ w5 e ¢ S © e b $ 279580 $ 347,043
Accounts payable and accrued liabilities ............ o000 i 5,617,409 5,444,125
Liability for settlement of United States civil actions ................... - 1,145,178
Due to directors, officers and shareholders (note 12) .................. 1,628,000 1,801,605
Estimated .completion costs for land sold .. .coonuvvvve s o sviae o 467,486 802,608
Loans payable secured by mortgages receivable (note 13) .............. 7,997,582 7,404,921
Gthersecyred [odns payable (hete T3] i » o wesswn & puwie s & waves s « oo 915,750 1,901,000
Mortgages payable secured by land sold under agreements of purchase
andlsalel(note M4) ooe i frerin v eam: o meae (o ez ke siescage = dhskaisks s 2,435,611 1,968,074
Mortgages payable on real estate held for development or sale (note 14)
Properties other than Century City ..............coiiviiiiiinnn. 3,048,771 5,944,743
CentURY ICITY. «.ivis o wissesns e o sininsn o visinsmsn s ioinie 3 aTeata & Sislata® € lE0eli s B0l 5,166,792 5,201,383
Mortgages payable on revenue producing real estate (note 14) .......... 22,015,199 23,115,801
9% Convertible sinking fund debentures (note 15) .................... 12,237,060 12,814,097
712% Convertible subordinated sinking fund debentures (note 16) ....... 986,000 986,000
62,795,240 68,876,578
Defetred. iNCOME (NOLE N7 i s sispisis = srmiimde & wieiei s 5 wfaiets « % wieiaia i siwhamass & sis 4,703,122 5,369,611
Deferred income taxes (NOte 2(B)) v = s wuain s wrsneswrs & sisvomsne o sisraincs o simisiie m wie 1,192,200 1,425,000

68,690,562 75,671,189

SHAREHOLDERS’ EQUITY
Capital stock (note 18)

Authorized

313,977.5 6% Cumulative, non-voting second preference shares, par
value $10, redeemable at par (314,065 in 1971)

20,000,000 Common shares without par value (16,164,060 in 1971)

Issued and outstanding

13,062,897 Common shares (10,962,070 shares in 1971) ....... 26,116,729 25,063,866
Appropriation for second preference shares reserved for issuance as

stock dividends . ... ... 224,150 225,020

0127 o1 A (11,477,426) (12,193,435)

CapitalistockllessideflCit . -« taioit i watenis & & cfotise s sgars e Dbfeeaale o cvsnm 2 14,863,453 13,095,451

$83,554,015 $88,766,640

Lease and similar obligations, contingent liabilities and legal proceedings
(notes 19, 20 and 21).



revenue properties company limited

and subsidiaries

CONSOLIDATED STATEMENT OF INCOME
YEAR ENDED DECEMBER 31, 1972
(with comparative figures for 1971 as restated)

Revenue 1972 1971
Real estate sales
Held for development ar sale s . i oun ¢ v 3 s & ssa ¢ o $ 8,178,339 $14,497 416
Reveniie [ProduCing” « « v » et & vemms & was § £ 50U § $085 § pad 1,573,780 3,158,460
CONSITUCTION, 5ss ¢ sinirets & soaiale s shale st s S5 & Salais § daisn @ SRupan o s 894,149 504,623
RENTAIS! s inetniz = BEELs T 0w et S Wi & & (7aiis ¢ gisrets & ibuatoni s et 9,057,826 8,369,299
INEETEST iniris o wrimsncs 5w sviiera s 6 shuits § Soahert) 51 0 ababioh & Savsss o o aliviha ¥ Svrates & ik 1,376,001 1,681,644
Share of income (loss) of associated company before extraordinary
LEEII et T Ay o Vo s it o ot ot it s aia 5o eSS Do & 3 4 126,889 (230,585)
Share of income (loss) of joint ventures not consolidated (note 10) .. (13,322) (126,328)
21,193,662 27,854,529
Expenses
Real estate cost of sales
Held for development or Sale v « wanu < v swne s svin 5 5 omus v vaan 5,170,979 12,326,075
Provision for |e55es (NOte 7) « .ur - sivuin » i s s 5+ siomess 3 sraeets 116,750 913,107
Revemie: Producing: - ; «s o « s s eoips s ogpss g @ owes s g 1,621,100 2,430,691
CONSEIUGTION. cuivvas v a3 v crsaia ¥ ety o sisaii » sdensidta wshassis ¥ Spassts 847,538 406,170
Property aperating: oo o cia s s o s €ile % SeRaE ¥ s 8 ieata e §eedRs 6,511,731 6,517,770
Interesticharges (NOte 22(a) iy ki s v & st i« o snas & seaets s snsgens 5,251,428 6,363,792
Less amounts capitalized ........... ... ... .. i, (904,951)  (2,383,859)
Administration and: generalis. i i i b e 4+ S w e 1,698,069 1,856,584
Depreciation . ... ... e 903,188 895,124
21,215,832 29,325,454
Loss before the undernoted items .........cciiiiieiieiiinnnn.. (22,170)  (1,470,925)
Net transfer'from (to) deferred incOmMe i: ; om0 v s vonin 3 & s 3 Casenss 666,489 (26,820)
Income allocated to other participants of consolidated joint ventures . ... (237,607) {93,097)
Income (loss) before income taxes and extraordinary items ............. 406,712 (1,590,842)
Income taxes (notes 2(e) and 22(b))
CUEEENE o s savens ¢ Trtarss @ sarains Shrmim e el SRS ¥ Sl 5 SEet © Rea & — (30,000)
Current—subject to reduction by application of losses carried forward 240,000 —
Beferted. s smmimn « namms 5 sataa & Setan e SenioE SN § UREE 5 SIS § SEE 3 (232,800) 542,414
7,200 512,414
Income (loss) before extraordinary items .........cciiiiiiiiinrann.. 399,512 (2,103,256)
Extraordinary items
Income tax reduction on application of prior years’ losses .......... 240,000 —
Share of income tax reduction on application of prior years’ loss in
associated COMPANY ... ...t 131,000 —
Debenture financing costs less deferred income taxes .............. —_ (172,007)
Discount on purchase of sinking fund debentures ................. — 81,885

$(2,193,378)

Met income (loss) Tor theiVBaT <o 2 vuvs 5 svmms & s & waps e § §805 § S | $ 770,512
Earnings (loss) per share (note 22(c) )
Before extraordinary items ........... ...t 3.4¢
After extraordinary items .............. ... ... . ... P —— 6.6¢

(19.3¢)
(20.1¢)



CONSOLIDATED STATEMENT OF DEFICIT
YEAR ENDED DECEMBER 31, 1972
{with comparative figures for 1971 as restated)

1972 1971
Deficit at beginning of year (notes 10 and 23)

As previously TePOIed | . . quow  wosmi s s - v o gamses v s @ s $13,738,767 $11,461,703
Adjustment;of provision: for 1085 .y « s s v wmsmm s v » s & v 1,249,996 1,249,996
Adjustments ‘of related INTETEST: « i« « v v v e & ws v s e & v s 295,336 206,392
AS TESIEIOA o o o o bt o ot & ToiiTel 3 BRI § S § E GGE 7 ienn 12,193,435 10,005,315
Net income (10ss) 101 the:Vear . . ... . cic.ss samns s sarviie ¢ s s eaioas & o4 770,512 (2,193,378)
11,422,923 12,198,693

apitall neorgaARiZalion! EXEEEIISRL - v vy b © sins » sy ¥ ks s o cmeis o » oo 54,503 -
Transfer from appropriation for second preference shares .............. — 5,258
Deficit at end of year ...ttt e $11,477,426 $12,193,435

AUDITORS’ REPORT

To the Shareholders of Revenue Properties Company Limited

We have examined the consolidated balance sheet of Revenue Properties Company Limited and
subsidiaries as at December 31, 1972 and the consolidated statements of income, deficit and changes in
financial position for the year then ended. Our examination included a general review of the accounting
procedures and such tests of accounting records and other supporting evidence as we considered
necessary in the circumstances.

The realizable value of the Century City real estate has not been determined as explained in
note 8 and, therefore, it is not possible to estimate the effect on the accompanying consolidated
financial statements of this major uncertainty.

In our opinion, subject to any adjustment which may result from the resolution of the major
uncertainty referred to above, these consolidated financial statements present fairly the financial
position of the companies as at December 31, 1972 and the results of their operations and the changes
in their financial position for the year then ended, in accordance with generally accepted accounting
principles applied on a basis consistent with that of the preceding year.

With respect to the comparative figures for the year ended December 31, 1971 we reported
under date of February 20, 1973 that we were unable to express an opinion as to whether the
consolidated financial statements, taken as a whole, presented fairly the financial position of the
companies as at December 31, 1971 and the results of operations and the source and application of
funds for the year then ended in accordance with generally accepted accounting principles. We did,
however, express an opinion on certain individual items. The limitations on the scope of our audit and
the reasons for the denial of opinion are detailed in that report.

Toronto, Canada %& _/éavu/u W Q}-

June 4, 1973. Chartered Accountants



revenue properties company limited

and subsidiaries

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION
YEAR ENDED DECEMBER 31, 1972
(with comparative figures for 1971 as restated)

Source of funds 1972 1971
Operations
Net incorfie (1055) (fOr the Wear ruws s ¢ vens ¢ sman ¥ 5 5 saies 586 $ 770,512 $(2,193,378)
Deferred income taxes and depreciation ..................... 670,388 1,397,538
Other items not involving funds ............................. (697,998) 1,487,959
Funds from operations ............ i 742,902 692,119
Mortgages receivable
Payments sreceived ... « s « vimming 2 s v s s s s g e s § e 742,557 563,238
Mortgages sold ......... ... . 713,133 3,141,958
Payments received on agreements of purchase and sale ............ 2,671,870 11,010,347
Land, development and related costs realized through sales ......... 6,361,330 14,501,623
Investments realized .......... ... ... i 2,499,234 3,057,391
Loans and mortgages obtained on purchases of real estate .......... 2,129,441 2,510,581
Other loans and mortgages obtained ........................... 1,208,081 9,355,890
Issue of common shares .......... ... .. i, 1,052,863 —
Net changes in other assets and liabilities ........................ 31,447 —
18,152,858 44,833,147
Decreéasellit CASH = cumin b riveris Sl 5 S % 5 e 5 Shotaiste o enataie o eaams o 1,470,014 —

$19,622,872 $44,833,147

Application of funds

Mortgages receivable and agreements of purchase and sale assumed

on sale of real estate ............ooiiiii $ 4,157,300 $11,148,030
Real estate purchases and development costs ..................... 4,282,720 4,012,513
Capitalized interest and carrying charges ........................ 1,583,020 3,313,969
Investments made ......... ... e 568,380 906,905
Interim: banle Taan Baitd] « e s o o o 5 2oma 5 ¢ s LE08E BEaEs - - — 3,119,270
Decrease in accounts payable .......... ... ... ... .. ... ... .. ... — 3,154,325
Settlement of United States civil actions ......................... 1,145,178 -
Loans and mortgages payable
Assumed by purchasers on sale of real estate ................ 1,883,280 2,899,746
Paid! by (Company: «.oc: s cumrns omen « v s sep & a676E & SsEs & 5,415,494 12,520,800
Sinking fund debentures paid ......... ... ... . ... ... 587,500 2,073,902
Net changes in other assets and liabilities ........ S5 FUEGE TR 4 F § — 404,995
19,622,872 43,554,455
Increase in cash ... v e e e = 1,278,692

$19,622,872 $44,833,147




revenue properties company limited

and subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 1972

INDEX
PAGE
1+ Prinoiplestiol eonsoMdatiomn: La was; s o o a5 scmume s oo » weosn s 10
2 SAGRoMT AR Bl EIes s el L o i samanseinir wnmnsnn o s S, i 11
3. Accounts, rents and other receivables ........... ... ... 12
4. Due from directors and. OffiCerS! ... .. ... ésmis s saties i siann s & ovies s o6 12
5. Morgages rereivable: ¢ cas ;s aman s saeimn » UGS § EEEE § 5050 5 ¥ B § 12
6. Balances receivable for land sold under agreements of purchase and sale 12
7. Real estate held for development or sale —
Properties other than Century City .......... .. ..., 13
8. Real estate held for development or sale — Century City ............. 13
9. Revenue producing real BStATe o o us sews & asems § Saws s 8 4ees & Vevns 1 14
10. Investment in and advances to joint ventures not consolidated ........ 14
11. Investment in and advances to associated company .................. 17
12. Duoe to directors, officers and shareholders: : ; «ius s comns o v 5 5 vmes & 6 18
12:: Loansipayable ::iccios s e @ sonusns Sonms 5 S3EEEE SUNGE 8 SRR § o iET § b 18
14.. Mortgages: payable: .. o iums oo s com o s s = i s o s o v 19
15. 9% Convertible sinking fund debentures ............ ... ... ... ... 19
16. 7%2% Convertible subordinated sinking fund debentures ............. 23
Ve DOTERTet N I TTEOME, « e v o eruie 0 iy poy SRS 6 &, Savsis +4e) St o USSR 23
18. Capital StoCK .. .ot 24
19. Lease and similar obligations:  : : s o aemiee @ s & Semis § Seeih s © ames 7 5 26
20, Contingent RbIIEES: cne < s g = e s smsmen v smsn s 6 s o swrms s § coes @ 6 27
27, Legal proceedings ... ...t 27
22. Consolidated statement of income ..............ciiiiiiiiiniaann. 28
23. Restatement and reclassification of 1971 comparative figures .......... 29



revenue properties company limited

Throughout these notes “the Company” refers to Revenue Properties Cgmpany Limited,l its
consolidated subsidiaries and its consolidated joint ventures unless the context indicates otherwise.
The 1972 corporate reorganization is detailed in notes 15, 16 and 18.

1. Principles of consolidation

(a) The consolidated financial statements include the accounts of all companies in which

Revenue Properties Company Limited holds more than 50% of the voting equity.

Consolidated companies include the following principal active subsidiaries:

Ownership %

1972 1971
Century ity Developnients LIRTeH o 2 s u s t v o 5 o pan 3 2amns s 76.25  71.25
One Thirty One Bloor West Limited .........co0cvveeieinveneennn. 100 100
Revcon Developments Limited .............ccoiiiiniiiiiiinnan. 100 100
Revdale Constriction Limited i « soss s somms & goan s siwes 5 naah s £ inns 2 100 —
Revenue Properties Central Developments Limited .................. 100 100
Rusuth Investments Limited ..............oiiiiniiiinnannn... 100 100
Savarin Investments Limited ..........ccoiiiiiiiiii i, 100 100
The Rubin Development Corporation (United States) ................ 100 100

Revdale Construction Limited was incorporated in 1972 to carry on the business of
general contractors outside the Province of Quebec.

The accounts of the subsidiary companies in the United States are translated into
Canadian dollars as follows:

(i) mortgages receivable, revenue producing real estate and accumulated depreciation
thereon, and mortgages payable on revenue producing real estate — at the exchange
rate prevailing at the date the assets were acquired or the liabilities incurred.

(ii) all other assets and liabilities — at the exchange rate prevailing at the balance sheet
date.

(i) revenue and expenses — at the average exchange rate prevailing throughout the year
except for depreciation which is at the exchange rate prevailing at the acquisition
date of the related asset.

The accounts of joint ventures holding real estate for development or sale are not
normally consolidated. The Company’s investment in such joint ventures is reflected in
the consolidated balance sheet as “Investment in and advances to joint ventures not
consolidated’ using the equity method by which the investment is increased or decreased
by the Company’s share of the undistributed profits or losses of the joint ventures.

An exception to the principle outlined in the preceding paragraph occurs because certain
joint venture agreements provide that the Company (i) is responsible for all financing
required and (ii) has a 100% interest in real estate held for development or sale, subject
only to the participation by others in net profits or losses. The Company’s participation
in these joint ventures varies from 75% to 90%. All of the assets, liabilities, revenues
and expenses of these joint ventures are included in the consolidated financial statements.

10



2. Accounting policies

(a)

Capitalization of costs

(i) Land held for development or sale — Acquisition costs, realty taxes, other direct
carrying costs and appropriate interest are capitalized, except in the case of Century
City lands where interest payable only to third parties is capitalized.

(ii) Construction of buildings — Direct costs, and appropriate overhead and interest are
capitalized.

All estimated costs of servicing land which has been sold are recorded.

With respect to construction projects, the construction period is generally considered to
have ended when a rental occupancy of approximately 70% has been achieved, providing
that there have been no abnormal delays in construction or rental.

Recognition of income

Income from the sale of real estate is recognized in accordance with the guidelines
published by the Ontario Securities Commission in 1969.

Income from construction contracts is recorded on a percentage of completion basis.

Depreciation on revenue producing real estate

Depreciation is provided using the straight-line method, based on the estimated useful
lives of the various assets as follows:

BUIlINGS .\ 40-50 years
Fiirnitire and edOipment’ : : oo b oo 5 aem 5 8 0 5 5 o s 5 wies 10 years

Financing costs

(i) Costs incurred on the issue of debentures are amortized on a straight-line basis over
the terms of the debentures with the unamortized balance of costs applicable to
debentures redeemed or refinanced being written off as redemption or refinancing
oceurs.

At the end of a fiscal period the estimated currency adjustment (see notes 15(a) and
15(g) ) which is applicable to those sinking fund payments falling due within one
year is charged against income.

(ii) Finders’ fees and similar charges, which relate mainly to the obtaining of financing
by way of mortgages and other loans payable of short-term durations, are written
off as incurred except in joint ventures where they are capitalized as part of the cost
of real estate held for development or sale.

Deferred income taxes

Certain provisions of the Income Tax Act are used which have resulted in the deferral of
income taxes otherwise currently payable. Such provisions relate mainly to (i) reserves
deducted for tax purposes when real estate was sold and mortgages taken back as partial
consideration, (ii) depreciation claimed for tax purposes in excess of depreciation
recorded in the accounts and (iii) interest, overhead and other carrying charges deducted
for tax purposes although capitalized in the accounts as a cost of real estate.

il



revenue properties company limited

3. Accounts, rents and other receivables

1972 19l
Subdivision deposits and construction contracts ......... $ 900,401 $1,427,641
Nates and H0ans: : veus o aeess S setes o seses & st v 4 294,984 342,686
INEETESE. w50 © enomzars @ stmwane v w0 cmatioss o eavasioial 6 ssesois o essayess o wsnios o & 463,320 345,255
Rents and miscellaneous ...t 696,719 558,486
$2,355,424 $2,674,068

4. Due from directors and officers

Amounts due from directors and officers at December 31, 1971 are not similarly classified at
December 31, 1972 as such persons ceased to be officers and directors during 1972. The
remaining unpaid portions of those amounts are reflected within the appropriate asset

classifications at December 31, 1972.

5. Mortgages receivable

Mortgages on properties sold include $4,096,394 on certain properties leased back or managed
(see note 19) and mature at various dates to 2019 (interest rates vary from 5% % to 92%,

weighted average 7.4%).

DOTT sz, i ¢ cogms 5 & couess 5 # E5ayens & Siepviers e\sTere 6 Sre 8 ST IeReNSY ¢ TS S §

Second mortgages on sold housing units mature at various dates to 1995
(interest Tates: vary: fromi634%5 e T290): ovu v o it waismvi » saaisia s

$ 4,084,349
389,531
235,381
253,058
272,075

8,317,734

13,552,128

674,434
$14,226,562

Substantially all mortgages receivable are pledged against loans payable (see note 13).

6. Balances receivable for land sold under agreements of purchase and sale

Balances mature at various dates to 1977 (interest rates vary from 6% to 9%, weighted

average 8%).

$ 1,455,365

2,379,263
729,300
472,910

$ 5,036,838

12



The agreements contain clauses providing for earlier principal payment in the event the
purchaser requires title to the land.

Mortgages payable secured by the land sold under these agreements of purchase and sale
remain an outstanding liability of the Company (see note 14).

Real estate held for development or sale — Properties other than Century City

Land 1972 1971
Unimproved .........c.ciiivresncensanaanesnans $ 4,077,891 $ 3,768,369
SEIVIER! 0 . e on e o T e e D § e 2,817,654 6,201,123
Serviced — leasehold interest ... . o s vonmia o e 618,257 532,821

Housing units
1510 T T el e S S A P Fa O T L 377,282 12,178
BUATAINES: ferusae o oo Retenetebebeba Rl e o tate s etebe ol oart 75 i 431,852 320,950

$ 8,322,936 $10,835,441

Real estate held for development or sale is shown at cost less an accumulated provision for
losses of $656,569 ($936,091 in 1971) in recognition of declines in value of certain properties;
a provision for losses of $116,750 ($913,107 in 1971) was charged to income. Real estate held
at the balance sheet date was increased by carrying charges of $598,793 ($830,513 in 1971).

Real estate held for development or sale — Century City

Unimproved land of approximately 6,600 acres in and adjacent to The Township of Uxbridge,
Province of Ontario, owned by Century City Developments Limited, a partially-owned
subsidiary known as “Century City”, is included in “Real estate held for development or sale”
at a cost of $13,768,081, of which $577,428 was capitalized during 1972 ($517,503 during 1971).

Had interest on the Company’s investment also been capitalized (see note 2(a)(i)) the cost of
$13,768,081 would have been increased to $15,391,101 at the balance sheet date ($14,242,449
in 1971).

In May, 1973 the Government of Canada indicated that it was prepared to pay approximately
$2,600,000 as total compensation for all interests in approximately 1,100 acres of Century City
land which it expropriated for a new international airport. Century City will have one year
in which to negotiate a settlement for any claims which it may have for additional compensa-
tion or to commence proceedings in the Federal Court. Approximately $1,600,000 of the
amount must be used to pay encumbrances and real estate taxes on the lands expropriated.
The Government of Canada has also offered to purchase at a reasonable price an additional
500 acres originally subject to a notice of intention to expropriate. The offer remains available
until January 31, 1974.

Land use controls currently under consideration by the Ontario Government have created
some uncertainties as to the future uses of Century City real estate. Accordingly the future
realizable value of this property cannot be reasonably determined at this time.

Except with respect to the expropriated lands, virtually no mortgage payments have been
made on the Century City lands (see note 14) since May 1970. All 1970 realty taxes on these

13
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lands have been paid and some payments on account of 1971 and 1972 realty taxes have also
been made.

Certain mortgagees have commenced proceedings and issued writs of foreclosure to enforce
their security. Century City is defending these actions.

9. Revenue producing real estate
1972 1971
Buildings and improvements, at cost .................... $34,264,045 $35,102,788
Furniture and equipment, at cost ........................ 448,623 434,320
34,712,668 35,537,108
Less accumulated depreciation .......................... 6,122,922 5,610,659
28,589,746 29,926,449
LANE: A COBE 5.5 & 2t siisiase. o momse o sssonssions, spmonis ¥ srasssncs « wsssis 3,091,364 3,344,621
$31,681,110 $33,271,070
The cost of buildings constructed during 1972 was increased by carrying charges of $48,127
($358,090 in 1971).
10. Investment in and advances to joint ventures not consolidated

1972 1971
Mortgages receivable ............ ... .o, $ 1,441,260 $ 860,500
Aecounts payabile oo v oo s 2 s s svews s st § DR (165,272)
Other investments and advances, equity basis ............ 3,376,418 2,988,296

$ 4,652,406 $ 3,848,796

The Company’s share of profits or losses in these joint ventures varies from 40% to 64%.

The Company is contingently responsible for all the liabilities of the joint ventures, but the
Company has recourse to all of each joint venture’s assets as well as the assets of the other
participants to the extent it is required to pay liabilities in excess of its proportionate share.

In the 1971 consolidated financial statements 50% of the profit on transferring a property
by the Company to a 50% owned joint venture was shown as a reduction of $214,077 in the
Company’s investment. This amount has now been reclassified as deferred income (note 17)
to conform with the financial statement presentation adopted for 1972.

A summary of the combined financial statements of these joint ventures follows:

14



JOINT VENTURES NOT CONSOLIDATED

Combined Balance Sheet

December 31, 1972

(with comparative figures at December 31, 1971 as restated)

ASSETS
1972 1971
Cash and short-term deposit ...............c...coiiuue.... $ 221,848 $ 51,254
Accounts receivable and sundry assets ...................... 463,877 222,064
Account receivable from the Company ...................... 165,272 —
Mortgages receivable .........icviiiiiiiin i, 566,772 660,739
Real estate held for development or sale (see (a) below) ....... 11,607,532 10,396,181
$13,025,301 $11,330,238
LIABILITIES
Bank indebtedness, secured ........... .. ... ... $ 344790 $ 30,000
Accounts payable and accrued liabilities ..................... 1,719,436 785,098
Loans and mortgages on real estate held for development or sale
Payable to the Company ....... R e S 5 A 1,441,260 860,500
Payable to others (see (b) below) ..............ccc...... 4,493,563 5,272,036
Deferred income (see (c) below) ..., 153,039 153,039
8,151,488 7,100,673
PARTICIPANTS’ EQUITY
THE EOTNPANY s < o cave v osiasers #io iy 5 S5aTs = § v ¥ HEEE § FEEHR 3,376,418 2,988,296
Others e 1,497,395 1,241,269
4,873,813 4,229,565
$1 3,025,301 $11,330,238
JOINT VENTURES NOT CONSOLIDATED
Combined Statement of Income
Year ended December 31, 1972
(with comparative figures for 1971 as restated)
Revenue 1972 1971
Real estate sales
Held for developmentorsale ...................... $ 1,746,622 $ —
EONSIIUCHON: i it s @ oier 2 5 i 5 St e sesiane 55 mumiisn - 31,468
RENEAISE Lo s sntinn = v v S ¥ aan © S b LaRRS § o 1,489,023 1,509,708
INEETESE e = vsinie s « sioms o 3 Reils & Saieras & Sarle 5 Sata & FaEEE 4 61,760 74,618
3,297,405 1,615,794
Expenses
Real estate cost of sales
Held for development orsale ...................... 1,606,100 —
Construction . ..... ... .. .. i e 24,237 54,104
Provision for loss ......... ... ... — 131,722
Property operating ..........oiiiiiiiiii i 1,711,741 1,626,508
Administration and general ........... ... ... ... ...... 9,015 21,617
3,351,093 1,833,951
LOSSHOTTNE VAT : iiivis v sisniom » Soiiaris e mmisie s sosmscose = sansasns siasedese $ (53,688 $ (218,157)
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JOINT VENTURES NOT CONSOLIDATED
Combined Statement of Participants’ Equity
Year ended December 31, 1972

(with comparative figures for 1971 as restated)

1972 1971

Balance at beginning of year The Company Others Total Total
As previously reported ............. $1,657,276  $1,053,770 $2,711,046 $3,785,691
Adjustment of provision for loss ... 1,062,497 187,499 1,249,996 1,249,996
Adjustment of interest capitalized . . 268,523 — 268,523 179,579
Asrestated ... 2,988,296 1,241,269 4,229,565 5,215,266
Net contributions (drawings) ........... 401,444 296,492 697,936 (767,544)
3,389,740 1,537,761 4,927,501 4,447,722
Loss for the year ..................... (13,322) (40,366) (53,688)  (218,157)
Balance at end of year ............... $3,376,418 $1,497,395 $4,873,813 $4,229,565

Notes to the combined statements of joint ventures not consolidated

(a)

Real estate held for development or sale

Land 1972 1971
Unimproved ...t $ 6,800,732 $ 7,105,480
Serviced ... 2,274,196 1,677,875
Serviced — leasehold interest .............. ... ..... 184,325 —

Industrial and commercial buildings
1 T T SO 837,354 837,354
Buildings ... ... i 1,510,925 775,472

$11,607,532 $10,396,181

Real estate held for development or sale is shown at cost. During 1972 the Company
reversed a provision for loss of $1,249,996, which had been recorded in error in 1970 in
respect of two unimproved properties. The reversal is shown in the statement of partici-
pants’ equity as a restatement of the balance at beginning of year. The related interest
which had not been capitalized prior to 1972 has also been adjusted in the statement of
participants’ equity and appropriate interest capitalized has been reflected in the statement
of income for both 1971 and 1972.

Arrears of principal and interest which amounted to approximately $640,000 at December
31, 1972 have subsequently been paid. Real estate held at the balance sheet date was
increased by carrying charges of $440,445 ($396,702 in 1971).

Loans and mortgages on real estate held for development or sale — Payable to others

Mortgages on which principal and interest are in arrears at December 31,
1972 (see (a) above), mature in 1974 (interest rates vary from 6% to
612%, weighted average 6.2%) ..... .o $1,626,360

Other mortgages mature at various dates to 1977 (interest rates vary from 6%
to 10%2 %, weighted average 8.1%)

TIFZB slamn & HumE 5 5 o e SEmbe § SRs & 0ESe s ens 5 S 5 o $ 705,650
NI74 v wsres 3 5 o0 5 SR © SEESE T S67 W BAIEE ¥ OhEsEE £ 463,354
TG oicnams s wosis & o ansn § gt & 7 gt § st & S § SREEE § b 1,075,076
TATO  wrcvess o snvvion ¢ o isiets o comvasins @ wnenesi § SO W AR e 4 30,284
T e 0 Hiveiss & welaeets s mwotnsis & e -i00Es Wbkl elvtsse & 4 592,839 2,867,203

$4,493,563
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(c) Deferred income

Deferred income represents the gains on two sale and leaseback transactions. The amount
of $153,039 will remain deferred until certain vendor conditions contained in the sale
and leaseback agreements are met and/or the leases are terminated (see (d) below).

(d) Lease obligations

Two apartment projects were originally sold and leased back by two of the joint ventures.
Both leases have been renewed for terms expiring in 1973; however, one of the joint
ventures has given notice of intention to terminate its lease in 1973. Annual rents under
these leases are $750,000.

The sale agreements contain clauses providing for reductions in the original selling prices
in the event that specified levels of gross annual income, as defined, and specified occu-
pancy levels are not achieved by the time of expiry of the leases including renewal
periods. These levels have not yet been reached in the case of the one lease for which
notice of intention to terminate has not been given. Based on levels existing at the 1972
lease expiry dates, the original selling prices would have been reduced by an amount in
excess of the recorded deferred income (see (c) above). The leases are renewable
annually at the present rental rates by the lessors, if the vendor conditions in the sale and
leaseback agreements have not been met, or by the joint ventures. Since the determina-
tion and realization of any such reductions in selling prices may be deferred indefinitely,
they are not provided for in these accounts except to the extent of the deferred income
noted in (c) above.

A long-term land lease expiring in 2067 was sold to a joint venture by the Company
during 1972 and the accumulated cost thereof is reflected in ““Serviced land — leasehold
interest” (see (a) above). The annual lease payment is $28,750.

(e) Interest on long-term debt
The joint ventures incurred interest on long-term debt as follows:

1972 1971
Charged to property operating .................... $ 124,481 $ 138,284
GaPItaAliZed v ¢ 5o 55 2050 & o FHELE - Gustimae o £ anausde © o sumene 288,013 364,442

$ 412,494 $ 502,726

11. Investment in and advances to associated company 1972 1971

Canadian Century Homes Limited

SHATEE): AUCOSE iwvees o srmrsuaie simierrersiwmorho s ssibbssa s piovssn e sy $ 1145 % 695
Advances and mortgages receivable .................. 911,697 1,463,710

912,842 1,464,405
Share of retained earnings (deficit) .................... 28,804 (229,085)

$ 941,646 $1,235,320

The Company owns 50% of the outstanding voting common shares and 100% of the
outstanding non-voting participating Class A shares of Canadian Century Homes Limited,
representing a 75% equity interest therein.
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In 1972 the Company’s equity interest increased from 63.75% to 75% as the result of its
acquisition of all the additional non-voting participating Class A shares issued during 1972 by
Canadian Century Homes Limited.

In the 1971 consolidated financial statements advances and mortgages were reduced by
$137,539, being the Company’s 63.75% share of the profit recorded on the transfer of certain
properties in 1970 to Canadian Century Homes Limited. This amount has been reclassified
as deferred income (note 17) to conform with the financial statement presentation adopted
for 1972.

2.

Due to directors, officers and shareholders

The amount of $1,628,000 included in the consolidated balance sheet at December 31, 1972
as “Due to directors, officers and shareholders” is owing to Mr. Alex J. Rubin (a shareholder,
an officer of the Company until July 20, 1972, and formerly a director), Mr. Harry Rubin (a
shareholder and formerly a director and officer of the Company), four family trusts, and two
companies controlled by one or more of them (hereinafter referred to as “The Rubins”).
The Company agreed on December 1, 1971 to repay the indebtedness of $1,628,000 to the
Rubins on December 1, 1974 together with interest from February 1, 1972 at 12% per annum
payable monthly. The Company gave to the Rubins a promissory note in the amount of
$788,000 collaterally secured by an assignment of certain assets of the Company amounting
to approximately $2,900,000 at December 31, 1972 which are pledged against loans payable
of approximately $1,150,000.

The amount due to directors, officers and shareholders at December 31, 1971 includes, in
addition to the amount of $1,628,000 described above, amounts due to persons who were
directors and officers of the Company, but who ceased to be directors and officers during
1972, and/or members of their families and/or family trusts and/or companies controlled by
one or more of them in 1971. Amounts due to these persons are reflected within the appro-
priate liability classifications at December 31, 1972.

13:

Loans Payable

Loans payable mature as follows:

Secured by Other

Mortgages Secured

Receivable Loans
DTN 2007 & wier e e shnrine )t 15t o sie o Re e i e ebitcets ) wlSE $4,694,000 $ 360,000
AT . iis 50 communle o sioyese o s3siaganons o wPiioone o oEeGaies, S 1,678,582 555,750
7 S U O O 775,000 —
HOTO R 555 + rectoimrass, sogusnss 3 snminss) samtiokdbe »f sesins ' sesims sberis 850,000 —

$7,997,582 $ 915,750

Range of interest rates ......................c..... 7% to12%2% 6% to 11%2%
Weighted average interest rate .................... 11.4% 10.6%
The other secured loans are secured as to $300,000 by Series D debentures held by a subsi-

diary, as to $450,000 by revenue producing real estate and as to $165,750 by the Company’s
investment in certain joint ventures not consolidated.
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14. Mortgages Payable

Mortgages payable mature as follows:

Secured by
Land sold
under Real Estate Century
Agreements held for City Revenue
of Purchase Development Real Producing
and Sale or Sale Estate Real Estate
Arrears ............. $ — $ — $ 759,271 5 —
1973 e 2,435,611 1,340,067 2,899,576 862,195
A974: = s o s sastg 55 - - 704,132 1,300,895 5,982,316
TOZEN s s o it s - 253,020 16,800 1,512,049
1976 ... —_ 240,464 18,400 1,749,549
ADTT ave vmcmm vanmm o — 124,400 18,200 572,136
1978 and subsequent . — 386,688 153,650 11,336,954

$2,435,611 $3,048,771 $5,166,792 $22,015,199

Range of interest rates 7% to12% 5% to12%2% 6% % to12% 5%4% to 12%
Weighted average

interest rate ....... 10.8% 9.3% 8% 8.9%
Latest maturity ....... 1973 1995 1992 1996

Interest on the Century City mortgages is in arrears to the extent of approximately $1,253,000.

15. 9% Convertible sinking fund debentures

Effective June 30, 1972 the former 7%2% Sinking fund debentures became 9% Convertible
sinking fund debentures as a result of the corporate reorganization approved during 1972 by
the shareholders, regulatory bodies and other interested parties (see also note 18 — “Capital
stock”).

The comparative status of the debentures is set out below:

December 31, 1972 December 31, 1971
(a) Principal
Series A $ 1,904,000 $ 1,960,000
Series B 1,342,250 1,374,000
Series C 5,128,750 5,250,000
Series D 3,807,500 4,200,000
Series E cancelled nil
12,182,500 12,784,000
Add currency
adjustment 54,560 30,097
$12,237,060 $12,814,097
(b) Interest rate 9% 72 %
(c) Maturity date
Series A May 15, 1976 1973
Series B June 1, 1981 1977
Series C Feb. 15, 1981 1976

Series D June 15, 1981 1976
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(d)

Sinking fund

requirements
Payable November 15 annually
Series A $50,000 to 1975 $ 50,000 annually to 1972
3 Consolidated and shared by the Series
Series B B, C and D Debentures rateably in pro- $ 40,000 annually to 1976

portion to the principal amount of each

series outstanding on the October 5 im-

Series C % mediately preceding the sinking fund ~ $750,000 annually to 1975
payment date.

Payments are $250,000 in 1973,

Series D $500,000 in 1974 and 1975, and $600,000 annually to 1975
S $1,550,000 in 1976 to 1980 inclusive.

The Company is required to pay by each sinking fund payment date an amount sufficient
to pay interest accrued to that date in respect of debentures to be redeemed out of the
sinking fund, and in the case of the Series C and D debentures to be redeemed the
Company is also required to pay the exchange rate adjustment referred to in (g) below.
The terms of the debentures provide that all debentures which are redeemed out of
sinking fund payments are to be redeemed, firstly, out of the outstanding sub-series |
debentures of each series until no sub-series | debentures of the particular series remain
outstanding, next out of the sub-series [l debentures, then out of the sub-series il
debentures, and, lastly, out of the sub-series IV debentures of such series (see (h) below).

Prior to December 31, 1971 the Company had purchased for cancellation $40,000 prin-
cipal amount of Series A debentures. During 1972 the Company purchased an additional
$56,000 principal amount of Series A debentures at a cost of $42,000, bringing the total
principal amount available as a sinking fund credit to $96,000. On November 15, 1972,
$50,000 of such principal amount was applied as a sinking fund credit leaving a balance
of $46,000 available at December 31, 1972.

Prior to December 31, 1971 the Company had purchased for cancellation $386,000
principal amount of Series B debentures, which principal amount was available as a
sinking fund credit. During 1972 the Company applied $40,000 of such credit in respect
of the June 1, 1972 Series B sinking fund payment. Under the terms of the reorganization
(see (f) below) the balance of $346,000 is no longer available as a sinking fund credit.

During the period June 30 to December 31, 1972 the Company purchased $301,000
Series D debentures at par. As outlined in (f) below, these debentures cannot be used to
meet sinking fund requirements but their purchase may be reimbursed from cash held by
the trustee, subject to certain restrictions.

All 1972 sinking fund payments have been met.

December 31, 1972 December 31, 1971

Acceleration

of sinking fund

payments

Series C and D No acceleration provision. Accelerated in certain

circumstances.

Sinking fund

credit
Although all series of debentures Series A, B or D deben-
may be purchased or redeemed at tures'may be purchased
prices not in excess of their redemp- or redeemed at prices
tion prices, Series A debentures are not in excess of the
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(8) Adjustment

(h)

dependent
upon Canadian
and Federal
Republic of
Cermany
currencies

Series Cand D
principal and
interest
payments.

Convertible
features

December 31, 1972

the only series which qualify for
sinking fund credit.

The Company may be reimbursed
for its purchase of any series of
debentures, from cash held by the
trustee, up to a maximum of 80%
of the redemption price of the pur-
chased debentures, provided that
the aggregate reimbursements for
Series B, C and D debentures in any
one fiscal year is limited to 50% of
that fiscal year's consolidated sink-
ing fund payment.

25% maximum (increase or de-
crease) dependent upon the market
exchange rates.

Each series is sub-divided into four
equal separate sub-series. The prin-
cipal amount of such sub-series
(Series C and D sub-series being
adjusted for above currency rela-
tionship) may be converted into
common shares at any time prior to
maturity as shown below.

Conversion price for

Sub-series one common share
| $2.00
] $3.00
11 $4.00
v $5.00

The above conversion prices are
subject to anti-dilution provisions.
Under the terms of the Deed of
Trust and Mortgage the Company
has agreed to file a preliminary
prospectus with the Ontario Secur-
ities Commission by June 30, 1973
in respect of those common shares
that may be issued as a result of the
conversion of debentures subse-
quent to that date.

December 31, 1971

applicable redemption
price and the principal
amount may then be
applied as a credit
against respective sink-
ing fund requirements.

15% maximum (in-
crease or decrease) de-
pendent upon the ex-
change rates officially
recognized by the In-
ternational Monetary
Fund.

None.
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December 31,1972 December 31, 1971

The Ontario Securities Commission
has ruled that the common shares
resulting from a conversion of the
sub-series II, Ill, and IV debentures
may not be resold until the Com-
mission has accepted a prospectus
of the Company relating to these

shares.
(i) Redemption
. ) .
Series A and B On or before maturity
On or before maturity, in order of at approximately par
>  sub-series | to IV, at par plus ac- plus accrued interest.
crued interest.
Series Cand D On or before maturity
at par plus accrued
J interest.

These debentures, Series A to D inclusive, rank equally and are secured by fixed and specific
charges on certain mortgages receivable, certain revenue producing real estate and certain
real estate held for development or sale; by a first floating charge on the assets and under-
taking of Revenue Properties Company Limited; and on the real estate known as “Century
City” (see note 8). Substantially all of these mortgages receivable and real estate also secure
various indebtedness which ranks in priority to this charge.

The aggregate net fair market value of all specifically charged property at any time must not
be less than 100% of the principal amount of the debentures then outstanding (adjusted for
the currency relationship referred to in (g) above). If the aggregate net fair market value of all
specifically charged property is less than 100% of the principal amount of the debentures
then outstanding (as so adjusted), property upon which there are erected buildings or
dwellings of a permanent nature must be assigned as part of the specifically mortgaged
premises to the extent that after such assignment 80% of the net fair market value of the
specifically mortgaged premises will consist of cash and real property upon which there are
erected buildings or dwellings of a permanent nature. Property may be released from the
charge in stated priorities as long as the aggregate net fair market value of the remaining
charged property exceeds 120% of the principal amount of debentures then outstanding
(adjusted for the currency relationship referred to in (g) above). The June 30, 1972 amend-
ments substantially changed the provisions of the Deed of Trust and Mortgage governing the
power of the Company to sell and encumber the property pledged thereunder and the use
which may be made of funds on hand with the trustee. The bulk of these amendments are
not summarized herein.

The Deed of Trust and Mortgage securing the debentures contains among other things
provisions concerning audit of accounts, statutory obligations of the Company and similar
matters. The deed also contains covenants of the Company relating among other things to
the payment of prior indebtedness and taxes on property pledged as security. In the opinion
of the Company’s counsel, to their knowledge no events have occurred which do, or with
the appropriate notice would, constitute an event of default under the Deed of Trust and
Mortgage, except that certain realty taxes are in arrears. Company’s counsel is of the opinion
that an event of default may not be declared if payment of these realty tax arrears is made
within 30 days of receipt of a written demand from the trustee; in the opinion of the
Company, it would be able to make such payment.

At December 31, 1971 Series E debentures of $5,000,000 principal amount were held by a
nominee of the Company awaiting cancellation. The terms of the 1972 reorganization prohibit
the issue of any additional debentures (including the Series E debentures) and as a result the
Series E debentures were cancelled in 1972.
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16. 7Y2% Convertible subordinated sinking fund debentures

These 7%2% convertible subordinated sinking fund debentures Series A in the amount of
$986,000 are due June 30, 1988 and are convertible into common shares of the Company up
to the earlier of June 30, 1988 or 3 business days prior to the date specified for their redemp-
tion as set out below. No debentures were converted during 1972.

The conversion prices are subject to downward adjustment in the event that the Company
issues any additional common shares, as defined, for a consideration per share different from
the conversion price in effect immediately prior to the issuance of such shares.

As a result of the foregoing provision and the corporate reorganization during 1972 (see
notes 15 and 18) the actual or possible conversion prices at December 31, 1972 are as follows:

On or before June 30

1978 1983 1988
Actual ... 7.53 8.91 10.57
POSSIDIE . . o v o en wime s eeiefs s § Stnan o Haie 6.34 7.34 8.54

The possible conversion prices reflect the possible issue of 4,689,250 common shares
which would result from the conversion of all 9% Convertible sinking fund debentures
(see note 15(h) ) outstanding at December 31, 1972.

Under the terms of the Trust Indenture, a sinking fund is required to be established for the
retirement of $700,000 aggregate principal amount of the debentures on June 30 in each of
the years 1979 to 1988 inclusive. Since debentures converted into common shares and thus
cancelled, amounting to $6,014,000 to December 31, 1972, can be applied against such sinking
fund requirements, no sinking fund payments will be required until at least 1987.

These debentures are redeemable at par (i) to meet sinking fund requirements and (ii) at any
other time if throughout the 180 days prior to the date on which notice of redemption is given
the market price of the common shares has not been less than 125% of the conversion price
then in effect.

These debentures are subordinated to the prior payment in full of the sinking fund debentures
referred to in note 15 and of certain other prior indebtedness. There are restrictions concerning
payment of dividends under the terms of the Trust Indenture.

The Trust Indenture contains among other things provisions concerning audit of accounts and
covenants of the Company. In the opinion of the Company’s counsel, to their knowledge no
events of default have occurred nor have any events occurred which would allow the trustee
to declare an event of default after giving appropriate notice.

7

Deferred income

Deferred income includes gains on certain transactions as follows:

1972 1971

(a) Gain on sales of development property ............ ... ... $1,516,690 $1,694,563
(b) 50% of the gain on transfer of property by the Company to a

joint venture in which the Company has a 50% interest ...... — 214,077
(c) 63.75% of the gain on transfer of property by the Company to

associated company in which the Company had a 63.75%

interest AN WIZA . v 5 v opsram o soivg s o shaieums woivsers  semioms o Shivat — 137,539
(d) Unamortized gain on sale and leaseback transactions ......... 2,033,345 2,135,933
(e) Unamortized gain on sale of nine properties now managed by

the COmMPaNy .. .....tiiiiii it 812,120 842,960
(ff Unamortized gain on sale of the Company’s 75% interest in a

long-term lease of commercial space ................... ... 340,967 344,539

$4,703,122 $5,369,611
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Items (b) and (c) were previously shown in 1971 as reductions of the appropriate equity
accounts and have been reclassified to conform with the financial statement presentation
adopted for 1972.

The above deferred income will be recognized as earned when all requirements of the Ontario
Securities Commission guidelines have been met. With respect to (d) to (f), the recognition
of income as earned will also be in accordance with the terms of the relevant agreements in
amounts of approximately $135,000 annually until 1982, and thereafter in varying annual
amounts until 1999.

18.

Capital stock

(a) Authorized

The number of authorized common shares was increased from 16,164,060 as at December
31, 1971 to 20,000,000 by articles of amendment dated August 9, 1972 in connection with
the corporate reorganization.

Issued
During 1972, the Company issued 2,100,827 common shares as follows:

(1)

(ii)

In August 1972, First Canada Financial Corporation Limited, Danarah Holdings
Limited and Two Kiss Holdings Limited subscribed for 500,000, 300,000 and 200,000
common shares respectively at a subscription price of 50¢ per share, resulting in a
total of 1,000,000 common shares being issued for $500,000 cash. The beneficial
shareholders of First Canada Financial Corporation Limited are Mr. Maxwell Goldhar
and Mr. Ken Kelman, each to the extent of 50%. Mr. Goldhar was engaged as a
consultant to the Company in January, 1971 and became a director and the President
during June 1972, Mr. Kelman became a director of the Company during June 1972.
The beneficial shareholders of Two Kiss Holdings Limited are First Canada Financial
Corporation Limited (as to 75%) and Mr. Charles Harris Tod, a director and officer
of the Company (as to 25%).

The subscription agreements were subject to various conditions, all of which have
been satisfied, including the following:

(1) By October 30, 1972 the repayment and other terms of the outstanding 72 %
sinking fund debentures were extended and modified in a manner satisfactory
to First Canada Financial Corporation Limited.

(2) By October 30, 1972 Mr. Alex J. Rubin, Mr. Harry Rubin and all other persons,
firms, trusts and corporations whom First Canada Financial Corporation Limited,
in its sole and absolute discretion, was of the opinion were associated or
affiliated with either Mr. Alex J. Rubin or Mr. Harry Rubin or did not deal
at arm'’s length with either of them, executed a voting trust agreement satisfac-
tory to First Canada Financial Corporation Limited, whereby Mr. Goldhar was
given the right to vote, at all meetings of the shareholders of the Company, all
shares in the capital of the Company owned by such persons, firms, trusts and
corporations.

In addition to the right to vote the shares outlined in (2) above, Mr. Goldhar was
also given the right to vote the 1,000,000 common shares so long as such shares are
owned by the subscribers.

Rights were issued to all shareholders in August 1972 whereby such shareholders
were entitled to subscribe for 1 common share at a price of 50¢ in respect of each 10
common shares of which they were the holders of record. Such rights were not
issued in respect of the 1,000,000 common ‘shares subscribed for and issued as
outlined in (b) (i) above. The rights offering resulted in the issue of 990,823 common
shares. First Canada Financial Corporation Limited subscribed for those common
shares which were not purchased under the rights offering and was issued an
additional 105,804 common shares.
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(iii) 4,200 common shares were issued during 1972 as the result of Series A 1961 warrants
being exercised (see (c)(i)(2) below).

During 1972, on the exercise of 4,200 Series A 1961 warrants, 87.5 second preference
shares were issued and were immediately redeemed. The appropriation reserve and
authorized preference share capital have been decreased accordingly (see (c) (ii) below).

Reserved
The Company has reserved the following shares for possible issue:
(i) Common shares — 6,463,000

(1) 7%2% Convertible subordinated sinking fund debentures — $986,000

The conversion of these debentures at $7.53 per share would result in the issue
of 131,000 common shares. Additional common shares would also be reserved
if the conversion price were to decline further toward $6.34 per share (see note
16).

(2) Series A 19671 and Series B 1965 Warrants

Warrants to purchase 1,580,750 common shares are outstanding. The warrants
were issued in connection with the sale of the Series A and Series B senior
sinking fund debentures. Each $1,000 of principal for both the Series A and
Series B debentures were originally issued carrying warrants to purchase what
now amounts, after stock splits, to 600 and 300 common shares respectively.

The outstanding warrants are exercisable as follows:

Exercisable

on or before Price per share No. of shares
Series A 1961
warrants (see
(ii) below) November 15, 1973 $1.1251 1,076,000
Series B
1965 warrants June 1, 1975 $2.17 504,750

(3) Stock Options

Options to purchase 62,000 common shares are held by three directors and
officers as follows:

No. of
Terms Price Shares
3,000 shares in each of the 4 five-year periods ending October
9. 1974 to 1977 INCIUSIVE inion v chnin v camms & voivn = saieiss » slimts $1.95 12,000
5,000 shares in each of the 5 five-year periods ending Septem-
ber 30, 1975 to 1979 inclusive . ......... ... .o iiuuunenn.. $0.50 25,000
5,000 shares in each of the 5 five-year periods ending Septem-
ber19, 1977 to 1981 inclUuSiVe: ¢ veiens s s sivsisn » sms 5 st $0.63 25,000

(4) 9% Convertible sinking fund debentures

The conversion of these debentures, assuming the maximum currency adjust-
ment applicable to Series C and D debentures as set out in note 15(g), would
result in the issue of approximately 4,689,250 common shares.

(i) Second preference shares

The holders of the Series A 1961 warrants are entitled to receive, in addition to the
common shares outlined in (i)(2) above, all stock dividends that would have been
paid from November 15, 1961 as if the warrants had been exercised and common
shares issued on that date. From November 15, 1961 to December 31, 1972, stock
dividends in the form of second preference shares were paid to the holders of
common shares. Upon the exercise of all Series A 1961 warrants, 22,415 second
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preference shares will be required to be issued without further consideration and
accordingly $224,150 is appropriated for such purpose.

19. Lease and similar obligations

(c)

Sale and leasebacks

(a)
If leases Long-term
Leases terminated land Management
in or leases agreement
Payments effect forfeited (b) (c)
VFAY (i PRI . . . Jc $ 1,833,000 $ 326,000 $ 330,000 $ 716,000
T T A, 1,833,000 326,000 330,000 716,000
TOZE| | cravivens svanassi s o snsimssn, 31 saisie 5 47 1,833,000 326,000 330,000 716,000
(e, m R I 1,829,000 322,000 330,000 716,000
TOFTE s omes o ot s 3 S o 5 RnE e 1,825,000 318,000 330,000 716,000
1978 and subsequent ........... 19,874,000 1,663,000 25,161,000 13,700,000

Revenue producing properties were sold and leased back prior to 1971. Under certain
of the lease agreements the lessor is to be paid a percentage of rentals in excess of a
specified amount.

Certain of the lease agreements contain clauses relating to the termination or forfeiture
of the lease by the Company and cessation of all liability thereunder upon payment of a
specific amount pertaining to each such lease, the total amount of such payments being
$1,745,000.

The rents included above for leases, whose latest year of expiry is 1999, are exclusive of
participating rents, realty taxes, insurance, maintenance and repairs, and similar expenses.

The rents included above for long-term land leases, whose latest year of expiry is 2067,
are exclusive of realty taxes.

Prior to 1971 the Company sold nine properties and entered into an agreement with the
purchaser concerning operation and management by the Company of the properties
until 1999. Under the agreement the Company is required to (i) pay annually to the
purchaser a return of 8.25% to 9% before income taxes on the purchaser’s invested
equity, and (ii) make payments on the mortgages on the properties or, following discharge
of any or all of the mortgages, pay annually 50% of the amounts previously payable
thereon, to the purchaser. The aggregate of (i) and (ii) so payable are included above.
In addition, the purchaser is entitled to participate in net revenue, as defined, in excess
of a stated amount for each of the nine properties.

The Company may terminate the contract and its liability thereunder by forfeiting a
mortgage of $350,000 taken back by the Company on the sale of the properties. That
mortgage is included in “Mortgages receivable” in the consolidated balance sheet.

20. Contingent liabilities

(a) The Company may be required to repurchase on May 15, 1974 a group of approximately

150 residential first mortgages, bearing interest at approximately 9%, maturing in 1994
and having an aggregate outstanding principal balance of $2,350,000 at December 31,
1972, at a price of $98.25 per $100 principal then outstanding.

In 1969 Victoria Wood Development Corporation Inc., a partially owned subsidiary of
the Company at that time, issued $5,000,000 8% Sinking fund debentures, Series A. In
February, 1973 the $316,000 balance of these debentures outstanding at December 31,
1972 was retired in full and the Century City real estate previously pledged by the
Company as security for these debentures was released.
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(e)

In 1972 the Company guaranteed a loan of $800,000 from a third party to Canadian
Century Homes Limited. At the same time the Company pledged certain real estate
held for development or sale as security for the loan.

There are other miscellaneous contingent liabilities of the Company totalling $400,000.

See also notes 8, 10 and 21.

21.

Legal proceedings

The final judgments on the settlement order covering 24 private civil actions against the
Company in the United States providing for a payment by the Company of $1,050,000 on
behalf of itself and Mr. Alex J. Rubin, Mr. Harry Rubin, The Alex J. Rubin Family Trust and
The Harry Rubin Family Trust, became non-reviewable and non-appealable on February 11,
1972 and March 13, 1972 respectively. The settlement contribution, provided for in the
accounts prior to 1971, was paid out of cash in escrow during 1972.

Legal proceedings in which the Company is currently a defendant are outlined below:

(a) A civil action in which the Company is named as a defendant and which claims damages

(b)

(©)

of $1,250,000 is still outstanding in the United States District Court for the District of
Massachusetts. Little pre-trial discovery has been conducted in the action. However,
it is the view of counsel, based upon the information presently known to it, that this
claim against the Company presents no substantial adverse financial risk except for legal
fees and other costs related thereto.

On August 23, 1972, judgments of permanent injunction were entered by order of the
United States District Court for the Southern District of New York, pursuant to the
consents of the defendants without their admitting or denying the allegations in the
complaints.

The Company and Mr. Maxwell Goldhar were enjoined thereby from violating the proxy
solicitation provisions of the Securities Exchange Act of 1934.

The Company was also enjoined thereby from violating the provisions of the 1934 Act
which require it to file periodic financial reports with the Securities and Exchange
Commission and with the American Stock Exchange. The Company was ordered to file
with the Commission and disseminate to its shareholders not later than December 4,
1972 an unaudited financial statement for the first nine months of 1972 and a description
of the assets and current operations of the Company, with which order it complied.

The judgment also provides that the Company comply (subject to specific exceptions for
the year 1973) with the periodic reporting requirements of the 1934 Act and in particular,
that the Company file by March 30, 1973 Form 10-K Annual Reports for the fiscal years
ended December 31, 1971 and December 31, 1972.

The Company has filed a Form 10-K Annual Report for the fiscal year ended December
31, 1971 and has filed a Form 10-K Annual Report for the fiscal year ended December 31,
1972, except that the 1972 Annual Report does not contain the required certified financial
statements. The Securities and Exchange Commission has refused an extension of time
for filing such statements and is considering what action, if any, it should take against
the Company for failure to comply with the injunction. The Company expects that it
will be able to file the required certified financial statements by June 30, 1973.

An action is pending in the Supreme Court of Ontario against the Company, Mr. Alex ).
Rubin and Mr. Harry Rubin as defendants. The plaintiff alleges that in 1968 the defendants
verbally agreed to pay the plaintiff 10% of the dollar value of any offering of stock or
convertible debentures of the Company made through a New York underwriter to be
introduced to the defendants by the plaintiff. The plaintiff seeks to recover $1,280,000
with respect to a public offering of common shares in the United States on November 12,
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1968; $2,675,000 with respect to a proposed offering of convertible debentures, which
offering has been indefinitely postponed; and a declaration that he is entitled to 10%
of the dollar value of any such further offering by the Company. The Company, Mr. Alex
J. Rubin and Mr. Harry Rubin deny both the alleged agreement and the alleged
introduction. In the opinion of counsel, there is an excellent prospect of successfully
defending the action.

Because of their contingent nature no provisions are made in the consolidated financial
statements with respect to the unsettled actions referred to above.

22.

Consolidated statement of income

’y

(a) Interest charges 1972 1971
Long-term debt

Debentures (including the amortization of deferred
financing costs and the currency adjustment

included in Mote=150a)) cunmmes = o o s s anane 3 $1,340,403 $1,277,092
Mortgages ... .. e 2,648,181 3,456,065
@OTHEE o 5 5 vek + S ¥ Samiebit § A% 3 S500 5 b s T v 4 1,248,439 1,391,005
Short-term debt . ... . 14,405 239,630

$5,251,428 $6,363,792

(b) Income Taxes

During the year the parent company and certain subsidiaries earned profits which would
have been subject to current income taxes except for the application of prior years’
losses. Certain other subsidiaries incurred losses which may be deductible in determining
income taxes payable in future years. The income tax effect of current losses and of the
accumulated unapplied losses is not recorded in the accounts of the Company except
to the extent of the amount of $240,000 applied in the current year.

(c) Earnings (loss) per share

Earnings (loss) per share is calculated using the weighted average number of shares out-
standing of 11,746,380 in 1972 (10,902,070 in 1971).

The conversion of all convertible debentures or the exercise of outstanding warrants or
options would not have a dilutive effect on earnings per share in 1972, and consequently
the calculation of fully diluted earnings per share is not provided.

(d) Aggregate remuneration to directors and senior officers 1972 1971
Salaries and directors’ fees ..........oiiiit i, $ 220,228 $ 198,344
Consultants’ fees to First Canada Financial Corporation Limited . . 15,000 28,124
Legal and finders’ fees to firms in which former directors had an

INLETESE: & sueim o v cwas & aameeroalomrs ¥ Seme § SGHs 3 4 desrs & Sder o oo 15,500 95,001

Income (net of losses) of consolidated joint ventures allocated to a
former director (no amount is shown for 1972 because the
director resigned in April, 1972) .......... ..., — 98,678

$ 250,728 $ 420,147

23. Restatement and reclassification of 1971 comparative figures

Deficit at the beginning of the year and the 1971 comparative figures have been restated to
reflect the adjustment of a provision for loss of $1,249,996, adjustment of interest capitalized
(see note 10) and other related interest adjustments.

In addition, the 1971 comparative figures have been reclassified to conform with the financial
statement presentation adopted for 1972.

28



SUMMARY OF PRINCIPAL HOLDINGS
Number Rentable
of Area
Residential (approx.
Units 5q. ft.)
Income-producing property owned
Industrial:
Toronto, Ontario and vicinity ........ocociiiiianiriiriiniasne: 1,370,500
Montreal, Quebec ... ... 739,700
Commercial and Residential:
City Hall, Saint John, New Brunswick ............c.oooiviinnnns 201,400
The Colonnade, TOronto . .......c..ovvreiaereennnoeiaaannns 156 74,200
110 Adelaide Street, TOrONTO . ..ot eie it verearaecneranss 29,500

Income-producing property sold and leased back

Residential:

156 2,415,300

TOEBNL0; OMLATIO! & @ s < v svsms 3 s vawsn = sinives & sasvn 0 siminia & & S0P 4 & o 824
.......................................... 240

Halifax, Nova Scotia

Saint John, New Brunswick

Commercial::
Halifax, Nova Scotia

Industrial:

................................... 152

.......................................... 148,500
Toronto;, ONLATIO ... coovnennnaisasnrassonssdiostsvainsomas s 106,800

TOROMD,: ONAD 5.1 5 = o 5 wvmmin v avims s omes @ v o dsit ¥ 8 g & 668,800
Montreal, Quebec ...... ... 159,300

Land held for
development or sale

Zoned

To be developed in 1973:

Mississauga, Ontario
Orangeville, Ontario
Barrie, Ontario
Guelph, Ontario
Toronto, Ontario
Montreal, Quebec

For future development:

Guelph, Ontario
Acton, Ontario
Toronto, Ontario
Vaughan, Ontario
Pickering, Ontario
Toronto, Ontario
Montreal, Quebec
Qakville, Ontario
Century City

Yes
Yes
Yes
Yes
Yes
Yes

No
No
Yes
No
No
Yes
Yes
No
No

Approx.
Number
of Acres

30

7
10
15
42
10

875

94

9

200

300
0.4

4

80

5500

Co. %
Share
Profits

i)
70
70
75
90
100

75

75
100

40

64

50
100

37.5

76.25

1,372 3,498,700

Proposed Use

Residential

Commercial and Residential
Residential

Commercial and Residential
Residential

Industrial and Commercial

Multiple use

Residential

Residential

Multiple use

Multiple use

Commercial

Industrial

Commercial and Residential
Multiple use
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