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Per Cent

Highlights for the Year Increase
1975 1974 (Decrease)
GFOSS! INMCOMIO? & . iieie wseis = erons smisis snose shsnee snesn s Slo Gueiods itais s arars salers $ 243,150,000 $ 221,750,000 9.7
Proportion taken up by
—Gostiofiborrowed MONBY: c: = s s e « 0 o e Fars e 47.0% 52.2%
—General and administrative expenses ..................... 24.3% 23.1%
Earnings applicable to commonshares ................ ... ..., $ 29,462,000 $ 22,340,000 31.9
Dividends paidoncommonshares . ............. ... oiiiuonns $ 14,737,000 3 12,999,000 13.4
Proportion Of @arnings v cuew s+ snwe sreveis st @omrs i o) st sxeose 50.0% 58.2%
EArNiNgs per SHAre = wan o ovn spes s o o S § 466 § DR 2d & s wensts $2.18 $1.69
Dividends paid pErShare ... ......oviiiire i ii e $1.09 $ .98 11.2
Per cent return on average common equity . ........... ... oou.. 15.24% 12.63%
Volume of Business
Sales financing—wholesale . ....... ... ... . .. .. . i, $1,470,730,000 $1,460,542,000 0.7
................................... $ 576,297,000 $ 653,046,000 (i)
(0707 5 =10 1 =1 g Fo F- 1 1= $ 207,501,000 $ 216,356,000 (4.1)
Hesidantiall mortgages ... iia: i 8.8 e b s ik e BaEs Beng $ 93,006,000 $ 88,666,000 4.9
Commercial loans and [eaSing: .= cumw e wase wi v sis s s $ 209,699,000 § 114,471,000 83.2
At the Year End
Tiotalliconsolidated assets: ... cowe won samss wss  wvise wvidens s 5 oot s $2,390,847,000 $2,139,457,000 11.8
Number of common shareholders: .. sawn ven + wvs sew s s ai & 11,435 11,853 (3.5)
—domiciled inCanada .......... ...ttt e 95.8% 95.9%
Number of common shares outstanding ....................... 13,541,883 13,487,698 0.4
—ownedinCanada ...........cciiiiii i e 96.3% 96.3%




Report of the Directors to the Shareholders

1975 marked the 39th consecutive year
in which dividends were earned and
paid and in each of the last 20 years the
payment per share has exceeded that
of the preceding year.

Earnings applicable to common shares
increased 31.9%. Consequently, with a
somewhat larger number of shares
outstanding, earnings per share
amounted to $2.18 as compared to $1.69
in 1974. Dividends paid per common
share were $1.09 as compared to $0.98
in the previous year.

As well as a larger asset base, an
important factor in the stronger earnings
results was a decline in the overall cost
of borrowed funds. The average rate
was 8.3% as compared to 9.0% in the
preceding year.

The Canadian economy, as the result
of inflation, high unemployment and
poor export markets, experienced
stagnation in 1975 after a long period of
growth. As a consequence, the level of
your Company'’s sales financing and
consumer loan outstandings declined
slightly. However, activity continued
buoyant in the leasing and mortgage
areas, more than offsetting the weaker
demand in consumer financing.
Consequently, consolidated assets
increased by $251 million, a gain

of 11.8%.

The continued progress of your
Company was made possible by the
loyal and tireless efforts of the people
comprising the IAC organization. Your
Directors wish to express their warm
thanks and appreciation.

Your Directors wish to record the
following actions of the Board in 1975,
subsequent to the last Annual General
Meeting of the Shareholders:

Harold Corrigan, C.A. was elected
to the Board, succeeding P.L. Paré
who resigned because

of other commitments

D.W. Maloney was elected to

the Executive Committee

D.A. Rattee was appointed

a Vice-President

S.S. llaqua was appointed

a Vice-President

C.W. Regan was appointed an
Assistant Vice-President

During the year the parent Company
issued $30 million in 934 % Debentures
maturing March 25, 1995. Niagara
Finance Company Limited placed $30
million Secured Notes Series 6, in the
U.S. market, bearing interest at 102 %
and maturing September 1, 1990.

At a Special General Meeting of
Shareholders held on November 3, 1975,
the proposed conversion of the
Company to a chartered bank was
approved. Relative to this cbjective,

Bill S-30, an Act to incorporate
Continental Bank of Canada was
introduced in Parliament and has
subsequently been passed by the Senate
and approved, with minor amendments,
by the Standing Committee on Finance,
Trade and Economic Affairs of the
House of Commons. At the date of this
report it is awaiting third reading in

the House of Commons.

The current out ook for the Canadian
economy points to modest though
steady economic growth during 1976.
One area of considerable uncertainty

is business capital spending, but
improvement seems likely in housing,
consumer spending and external trade.
Firm control of the rate of growth of the
money supply is likely to be maintained
until inflation shows positive evidence
of subsiding. In the circumstances,
interest rates will probably remain high
by historical standards, as will
unemployment. However, your Directors
feel that reasonable continued progress
will be achieved by your Company.

On behalf of the Board

S > s

Chairman

President

February 25, 1676



K.H. MacDonald, Chairman of the Board and J.S. Land, President




General Commentary

Marketable investments

Residential mortgages

Gross Income

Net investments in working assets and
marketable securities increased 7.3%,
while gross income derived from these
investments increased 9.7%. This
increase in overall yield on investments
was achieved despite an increase in the
provision for doubtful receivables of
$3.6 million, deducted prior to
calculating gross income. The increased
provision for doubtful receivables was
considered prudent in recognizing the
growth of the total portfolio, as well as
some current weakness in the economy,
notably the high unemployment levels.
Losses, as a percentage of outstandings

lower money cost. This again
demonstrates the effect of the time lag
between rate adjustments and their
impact on income.

Chart 1 Sources of Gross Income
(before provision for doubtful
receivables)

All categories of gross income showed
growth, but there were disparities in
the growth rates of the various
categories produced by changes in the
overall mix. Consumer loans and sales
financing have beccme proportionately
less dominant as sources of income as
diversification has progressed.

This commentary and the accompanying
charts provide information supplemen-
tary to that presented elsewhere in this

during 1975, at 0.36% were somewhat
higher than in the preceding year, but
below the average of 0.45% for the

report. A better perspective on the
results of the past year’s operations,
and the current financial position of

your Company may be obtained from

the analytical details and historical
comparisons this section contains.

past ten years.

The average rate of gross return on
investments Increased by 2% compared
with that of the previous year, despite
downward rate adjustments reflecting

Income taxes

Chart 2 Composition of Gross Income
Distribution

During 1975, an average of $45 out of
every $100 of income was paid out as
the cost of borrowed funds, a decline
from an all-time high of $51 the previous
year. Apart from this change, the
distribution of income by categories
remained relatively stable. Higher
earnings made it possible to increase
dividends paid by 13%, without taking

a higher proportion from gross income.

The proportion of earnings retained in
the business, provision for doubtful
receivables and general and
administrative 2xpenses each showed
modest increases over 1974.
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Chart 3
[J Earnings per share $
[ Dividends per share $

The 49¢ increase in earnings per
common share achieved in 1975
represents the largest one-year increase
in the history of your Company. The
improvement is all the more gratifying

in light of the fact that, during the year,
there was an increase of over 300,000
shares in the average number
outstanding.

The dividend payment in 1975 exceeded
that of the previous year, as it has for
each of the past 20 years.
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Chart 4
[ Shareholders’ Equity $000°s
[0 Book Value per Common Share $

Retained earnings increased almost
11%, while capital stock increased only
0.5%, resulting in an overall increase

in shareholders’ equity of over 7% for
the year. Return on average common
equity climbed to 15.2%, which is the
highest level achieved in any of the past
10 years.

1973 Total $1,775,134,000 (100%)

Residential mortgages 7%

Chart 5 Receivables and their
Composition

As anticipated at this time last year,
the Canadian economy developed
weakening trends in some areas during
1975, with the result that growth in
receivables at 11.3% for the year did
not match the rapid pace of the early
70's. Nevertheless, growth during the
past three years amounted to 29%, or a
dollar increase of over $500 million.

The composition of receivables reflects
the shifting pattern of the Company’s
activity over the past years: slower
growth in the consumer sector was
offset by more rapid expansion in
business financing, while residential
mortgages advanced at a rate consistent
with the overall growth of the total
portfolio. The net result was a further
increase in the proportion of the total
represented by business financing.

1974 Total $2,061,035,000 (116%)

1975 Total $2,294,945,000 (129%)

Residential mortgages

Residential mortgages 9%

Summary

Your Company's performance continues
to be sound and secure by any measure.
The diversification which commenced

a decade ago and which is still
proceeding has resulted in a corporate
business base sufficiently broad to
provide reasonable insulation against
cyclical trends in any given sector of
the economy. During the past year,
when consumer spending was sluggish
and some markets showed little or no
growth, your Company not only retained
its traditional market share, but also
achieved offsetting growth in newer
markets.




IAC Limited and Subsidiaries

Consolidated Statement of Earnings

for the year ended December 31, 1975

1975 1974
$000’s $000's
Gross INCoOme (NOtE 2) ... .. ittt e et 243,150 221,750
Expenditure
Cost of borrowed money—
Short-term debt ... ... e e 50,400 63,967
Longotermidebt soe v sum ¢ cas anm o soiw eien sk st » sioes S 4 Fis SEhels it hald 63,865 51,880
114,265 115,847
Casualtyinsurance claims INCUIted: : ro. s « v svies sms pee s sen svis gos s 11,125 9,016
General and administrative ... ... e e e et 59,134 184.524 51,359 176,222
58,626 45,528
Provision for Income Taxes
T ENE e ot o siie e 5 e Dhres SiRds e AR Vs Eraeis G SNSETE shagE A, GhSre VA 6,175 2,396
[D7=3 11 ¢ =Y [ 23,143 29,318 20,848 23,244
29,308 22,284
Parent company’s portion of increase
in unassigned surplus of life
assurance subsidiary (note 1(a)) ...... ... i 798 771
Share of earnings of mortgage insurance
coMPANYI(OIeFT (A)) = « cuic wuwin wros crimn weon i svvte & s sisss = siwh sriasis sl o 344 281
EArNINGS : ..o : s s oo » S0 S50 sl Sl Gee ol SEh o et Bane § e WeEiens s 30,450 23,336




IAC Limited and Subsidiaries

Consolidated Statement of Retained Earnings
for the year ended December 31, 1975

1975 1974
$000’s $000's
Earningson the year : uo. cams sve v ami « s wom & s smmn 9505 5 (05 G003 95 7000 Sais a5 § faE 1 30,450 23,336
Dividends on preferred shares . .......... . .. . 988 996
Earnings:Applicable to/CommOonShares ... . ... « cua sui « st voum 5o i ¢ 0o 200 5 et © s & 29,462 22,340
Dividends on common shares at $1.09 per share (1974—3%0.98) .. ... ... .. oo ion.. 14,737 12,999
Earningsiretainedinkth el BUSINESS e i wia ks wmansn orve = angis 5 e 2o 5ol SIE, St ST S S 14,725 9,341
Gain on preferred shares purchased for cancellation ........ ... ... ... ... ... ......... 114 78
Increase in retained earnings for the year .. ... ... . . . e 14,839 9,419
Retained earnings at beginning of year . ... . . . . . . i e 135,068 125,649
Retained earnings at end of year (note 5) . ... . . .. . i e 149,907 135,068

1975 1974

(%) ($)
Common Stock Earnings per Share—
Calculated on daily average of common shares outstanding—13,513,111;

TA74—13,204.851 (OIS B): = wams s w oo e wosiars w5 Saivis S5 & ol SR S Bele 8083 fem 2.18 1.69




IAC Limited and Subsidiaries

Consolidated Balance Sheet
as at December 31, 1975

1975 1974
Assets $000’s $000’s
Gashil o on oo v oo v e vt s e Sang SA § T TR B S e SRR S WSS S 8 ety wvareRs s i e s 64,957 46,416
Receivables
SAlestinancing—WholeSale! : :..: ven 5 ovs ok o %0 S & @07 FAE8 5 W 595 © aeke & Ga0s B T~ B Sire & 286,167 287,228
SR s TSP SSIRON o, 8.5 ok (0 oo o 771,584 798,840
BIEAIEE JOAMS 1 cover v aveme o sinn smece o sinis saens = ssese s wonce smeve 5 Favs ST 6 GRST STat © 5500 § € & e el o) mae o 17,021 20,762
InVentary fiNAMCING - van = svn s o e wign = e @ S50 e = GRS s Saiits W wASSR o dios B9 o) wietls wisieet s 9,683 8.936
CORNSUMET FOBIET <cov v ueie o sveis sswin v wisiie sissn & sowie o sborie Furss o, sisis aimvs & tossn soane o vovcs § G088 s0as 8,00 ¥ sveli @ 216,450 216,617
Residential MOTaEa6S =, ¢ srs sem s 565 00 5 350 5 5 5 6% U F55 & @i w5F 5 San & Aes 6 e W 2 so 202,247 175,619
Commercial loans and Mortgages . ...ttt e e 63,573 50,479
ST Ny o s s e o sesh e oied B ¥ O TR ST SR N MANAN e SN SRR S G 724,840 498,701
D PPN ik o s €5 RaeEYs SAES SRSEE A RS S8 e S S e SRS enege et s syearuags impscoln 2,296 2,342
Property, vehicles and equipment held forsale ........ ... ... .. .. ... i 1,084 1:5%:1
2,294,945 2,061,035
Allowance fordoUbtil FEEEIVADIES ... ... - s 5 s aam § P50 SEG & faiE DEG S OF v SARS S SR el i S 23,640 20,656
2,271,305 2,040,379
Marketable Securities—at cost or amortized values plus accrued interest
(quoted value 1975—$15,983,000; 1974—$16,520,000) (note 8) ........... . .ccovviinn, 17,951 18,769
Commercial Paper Receivable ... ... ... ... . . . . e 2,914 1,027
Investments in Non-Consolidated Subsidiary
and other Companies
Life assurance subsidiary (note 1(@)) - ... ..o iiiiiiiiiiiiiiiiii i e e 7,764 6,966
Mortgage insurance company (note 1(a)) ... ... ..o 4,490 3,946
Other companies—at COSt . .. ... ...ttt i i it i 1,608 1,675
13,862 12,587
Other Assets and Deferred Charges
Cash committed for preferred stock retirement . ....... .. ... o i 438 399
[ncome 1aXes rECOVETABIE: mu : sum wom v wms v 3 wore wieams ves ¥ Sawy S o 0590 Fe @ 540 00§ ST 1w . 190 1,105
Leasehold improvements and prepaid @Xpenses ... ... ...t 3,055 2,904
Unamortized debt discount and eXpense .. ........uvriveriaeeeianarer st 11,715 11,565
Premises and equipment—at cost, less accumulated
depreciation of $5,859,000 (1974—85,346,000) .. .......... ... .o 4,460 4,306
19,858 20,279
2,390,847 2,139,457
Signed on behalf of the Board K.H. MacDonald, Director ~ J.S. Land, Director




IAC Limited and Subsidiaries

Consolidated Balance Sheet

as at December 31, 1975

AT —— 1975 1974
Liabilities $000°s Y000
Secured Demand BankGLOaNS: (v ice: o v s o suums o csne srmmess susse o s s o sssts sieseds 4 sheisl Siseiie SR 4 28,122 24 225
Secured Short-Term NOTEs . . . .. .. . e 677,742 606,321
Secured Term Notes (Schedule Aandnotes 9and 10) ... .. ... ... 670,183 637,880
Debentures (Schedule B and note 10) ... ... 126,897 103,415
Subordinated Debentures (Schedule Cand notes 10and 14) ....... ..., 35,355 35,731
1,538,299 1,407,572
Payables
Accounts payable and accrued liabilities (note 11) ... ... . o 80,908 86,862
INCOME 18NS .o won v e o sais s 5 om 3 o T @ 09 SOSTERY SO0 § SRR SESNE SRTS ¥ EAEE B Snie WTRERVE SR A e 3,337 391
Dealer credit balances .. ... . 16,613 17,564
100,858 104,817
Linearned Income (Rot8 T2} w: v v 5 vios 0 srom w0 s ©oiess Wais © oy S0el & G000 § 0989 © Eens Wi & B5vi Ws 406,005 314,767
Unrealized Foreign Exchange Gain (note 9) . ... ... .. . . . 1,728 6,664
Deferred Income Taxes (NOte 13) .. .. . . e e e 125,135 101,992
2,172,025 1,935,812
Shareholders’ Equity
Capital Stock (Schedule D)
Preferred shares ... ... .. . e e 17,918 18,395
Common shares (NOte 14) .. .t e e e e e e e s 50,997 50,182
68,915 68,577
Retained Earnings (Note 5) .. .. .. e 149,907 135,068
218,822 203,645
2,390,847 2,139,457




IAC Limited and Subsidiaries

Consolidated Statement of Changes in Financial Position
for the year ended December 31, 1975

1975 1974
$000°s $000's

Sources of Funds

Operations—
EQTMINGS s con @ s s0mh 3 2o 2 (o 5055 5 Ui Wi 5 200 S8 & e & B00S D0 D it BRI SRR 6 SN cral b e 30,450 23,336
Amortization of debt discount and expense ... ... . .. 1,322 913
Amortization and depreciation of fixed assets ......... .. .. ... i il 1,708 1,582
Provision'for deferred iNCOME taXES: cun ¢ sev ¢ i s b oo sio & SR a6t o sss Sels & sbts 08000 4o & sae 23,143 20,848
Contribution to earnings of unconsolidated
stbsidiary arnd mortgage insurance/ComMpany « was & vas o 3 g w0 = can el @ el @ muke a4 (1,142) (1,052)
55,481 45,627
Borrowings—
Shortiterm: debt—net DIOTEEAS: » « ton wem v vy 95 ¥ 48 D0 5 oo SRR om rdbers S0t W ammms b o sieh adoess 79,377 70,082
Long-term debt
Proceeds from NewWiDOITOWINGS! « cue g coms s 5 e svm v oo ahenss v 965 e % SR SISE5E S5 3 120 117,293 208,090
BEAGMIPIIONS. 1. « v = wioiie mvmss 0 vimie = s o spape asms = somn sussmss vace & mowsn yosgs = s st @ B i 540 3 6 68,063 82,575

49,230 125,515
128,607 195,597

Capital stock—

Common shares—proceeds OFf ISSUBS: cuu « s vume ¢ s cvm s o eares v s Gass sl v sms sisi & tisie o s 815 6,068
Preferred shares—cost of redemptions . ....... ... .. . . . . i (363) (201)
452 5,867

184,540 247,091

Uses of Funds
Increase (decrease) in operating assets—

Receivables—
Sales financing, dealer loans and inventory financing ............... ... ... ... L (31,311) 130,350
CONSOMEL JOANS: cuon suwy nuis & Gem 955 & S50 66 4 s FWas S 3 5m S @ e § s Giads & e+ i S (167) 19,138
Residential mortgages .. ... ... .. 26,628 48,030
COMMBrGIAL IGANS: .. ¢ o s i 50 s 2om § v T ¥ 90 UEG 5 wei S8 § b Semis S ¥ diis 205 7 5 3 b 13,094 16,810
LEEEBTING: e = cvon @ simviss sumes & st S5uioss. SEais. 6 SUADE SN TR SV 5 A SYRSAON WA s e MO & AT A lede ) vt 226,139 71,202
234,383 285,530
Less: Increase in allowance for doubtful receivables ........... ... .. ... . ... .. ... 2,984 2,346
Incradse in unearned TNCOME ¢ con u v s ¢ e o9 5w srimrs SToi § ol seiti & S ¢ sosis 91,238 43,008
140,161 240,176
Investment in marketable securities and commercial paper ....... ... o i 1,069 (6,374)
141,230 233,802
Investment in mortgage insurance and other companies . ............c.coiiiie i 134 1,200
Dividends paid on preferred and common shares ............ ... ... i 15,725 13,995
Other—
Net decreasa (increase) in: Payables. .uc. vare smi ¢ wum wan 5w o e s 5 v =ienes et = w3 € 68 0 sims 8,259 (9,070)
Net increase (decrease) in other assets including
other receivables and property held forsale ........ ... .. ... .. .. oo il 651 (3,876)
165,999 236,051
INCIEASE 1M CASN . e e e e 18,541 11,040

184,540 247,091

10



IAC Limited and Subsidiaries

Notes to Consolidated Financial Statements

for the year ended December 31, 1975

1. Significant Accounting Policies
(a) Principles of consolidation

The statements consolidate the accounts
of the company and its subsidiaries with the
exception of those of The Sovereign Life
Assurance Company of Canada. The
accounting practices of this subsidiary are in
accordance with the requirements of the
insurance laws of Canada and therefore
consolidation of its accounts is considered
to be inappropriate. The investment in its
shares is stated at cost plus the parent
company's portion of increase in unassigned
surplus of the subsidiary since acquisition.
The company's 40% investment in shares
of The Sovereign Mortgage Insurance
Company has been accounted for on the
equity method.

(b) Recognition of revenue

Precomputed charges on sales financing
retail receivables for terms for less than
forty-eight months and on consumer loan
receivables are taken into income using the
sum-of-the-digits method on an account by
account basis. Because this method does
not maintain the original yield over longer
terms, on sales financing retail contracts
written for terms in excess of forty-eight
months, unearned income is taken into
earnings on the actuarial yield basis.

Discount on residential mortgages
purchased is brought into income over the
remaining term of the mortgage using the
actuarial yield method.

Leasing transactions are reported in
accordance with the financing method of
accounting. The excess of aggregate rentals
over the cost of the leased asset is recorded
as unearned income at the time of the
transaction. Income is taken up over the term
of the lease pro rata to the declining balance
of the investment. Gains arising from residual
values of leased assets are reflected in
earnings only when realized. Contractual
disposal proceeds negotiated at the inception
of the lease are included in unearned income
and taken up as described above.

Unearned casualty insurance premiums
are taken into income on a straight-line
basis. On policies sold directly to the public,
20% of the premium is recorded as income
in the first month, to offset acquisition
expenses. The remaining 80% and the total
unearned insurance premium on policies sold
to customers using the parent company’s
financing facilities is taken into income over
the life of the policy.

(c) Allowance for doubtful receivables

For IAC sales financing, dealer loans,
commercial loans and leasing, such
allowance is estahlished by evaluating
individual accounts. For consumer loans,
sales financing by Niagara Finance Company
Limited and residential mortgage receivables
such allowance is set up as a percentage

of total receivables. In all companies, after
collection possibilities have been exhausted,
any balance remaining on an account is
written off.

(d) Translation of foreign currencies

Unhedged assets and liabilities are
translated to Canadian funds at current
exchange rates. Fully hedged borrowings are
recorded at exchange rates established
under forward exchange contracts. Realized
exchange gains and losses are reflected in
the current year’s statement of earnings.

(e) Amortization of debt discount and expense

Debt discount and expense is amortized
over the term of the related debt instrument.
If the debt is prepayable or exchangeable at
the holder’s option the amortization is
calculated to the first optional maturity date.
When a debt obligation is redeemed prior

to maturity, the related unamortized charges
are written off in the month of redemption.

(f) Methods of depreciation

Buildings are depreciated on a straight-

line basis at the rate of 2.5% per annum.

All other physical assets are depreciated at

the maximum rates allowed by the

regulations of the Canadian Income Tax Act

for claiming capital cost allowance.
Leasehold improvements are amortized in

accordance with the regulations of the same

Act over the term of the respective leases.

2. Gross Income

Sales financing and dealer locans ........
Consumerloans ................o.o...
Residential mortgages .................
Commercial loans and leasing ..........

Provision for doubtful receivables ........

Casualty insurance premiums ...........
Marketable securities and commercial paper

Increase
1975 1974 (decrease)
$000's $000's $000’s Y%
127,612 121,523 6,089 5.0
41,358 38,952 2,406 6.2
27,312 20,977 6,335 30.2
40,980 33,692 7,288 21.6
237,262 215,144 22,118 10.3
10,628 7,011 3,617 51.6
226,634 208,133 18,501 8.9
14,977 12,050 2,927 24.3
1,539 1,567 (28) (1.7)
243,150 221,750 21,400 9.7

11



IAC Limited and Subsidiaries

3. Remuneration of Directors and Officers 1975 1974
Aggregate remuneration of the IAC Limited
directors as directors of: $ $
TACILEIMItE: el e s s Sormerins 250 % S0ETer B o n St Pl S0E TE 58 508 B 0%l o o 78,285 71,704
Niggara Einance Companyelitnite! «omrran on v sosmmman i 55 v somets e (5 0% H0 bavis o o ot o) 5 5 i £ 15,400 16,036
The:SovareighiGeneral Insurance COMPANY e a: . sswnas o 5 S5emres b 0r 56 DU8 5 6w a5 s 5% s, i 8,400 8,550
The:Sovereign Life Assurance Company of CaNada « cowvsw e og o seien am 5  sois saies i 25 e dha's 9,950 10,650

112,035 106,940

Number of directors of IAC Limited . . ... . 18 16

Aggregate remuneration of the IAC Limited

$ $
officers as officers of IAC Limited . . .. . ... .. . 1,542,500 1,264,004

Aggregate remuneration of the IAC Limited
officers as directors of:

Niagara Finance Company Limited . ........ . . ... . . . . e 10,050 7,748

The Sovereign General Insurance CoOmMPaNY . .. . ... ..ttt et e e 4,500 3,725
The:Sovereign Life:Assurance Company o Canadla - :x 5w soisn o 20 v SIS HENEE 5 S & nmen 1 o 5,200 4,800
19,750 16,273

Number of IAC Limited officers ... ... . . . . 24 22
Number of IAC Limited officers who were also directors . ... .. ... ... . it 3 4

4. Tax Relief Available for Future Years reduce taxable income in future years.

A subsidiary has an excess of In addition, there is a capital loss of
undepreciated capital cost for tax purposes approximately $19,600 which is available for
over the net book value of fixed assets of application against future taxable capital
$190,000. This amount may be applied to gains.

5. Retained Earnings—Statutory Appropriation preferred shares purchased for cancellation,

As at December 31, 1975 an amount of had been set aside in the accounts out of

$7.082,000, equal to the par value of retained earnings (1974—%6,605,000).

6. Fully Diluted Common Stock Earnings calculation assumes that earnings applicable (b) by $1,135,000 representing the elimination
per Share to common shares were increased: of interest, nei of income taxes,
Assuming that all conversion rights attributable to the %2 9% convertible
outstanding at December 31, 1975 had (a) by $22,000 representing the elimination subordinated debentures.

actually been exercised at the beginning of of interest, net of income taxes,

the year, fully diluted earnings for the year attributable to the 7% convertible

ended December 31, 1975 would have been subordinated debentures, and

$2.07 (1974—%$1.65) per share. The

7. Maturities of Gross Receivables and Payables (in millions of dollars)
1 2 3 4 5 6-10 Over 10
year years years years years years years Tolal
Receivables
Sales financing—Wholesale . ................. 286.2 — — — — - — 286.2
=ROAN o s v e s 388.5 230.3 96.5 24.5 121 19.4 0.3 771.6
Bealeriloans woy uw 5: sovmssn s 35 SHTTEE 5 T 4.2 3.8 3.8 29 0.9 1.2 0.2 17.0
Inventory financing ......... ... ... .. ....... 97 — — - — —_ — 9.7
Consumer loans .. .............uiiiiinnan . 97.7 7158 35.5 9.8 1.9 — - 216.4
Residential mortgages .. .................... 54 8.1 8.7 9.6 12.2 £9.0 109.5 202.2
Commercial loans and mortgages ............ 12.6 13.0 8.9 8.0 16.8 2.7 1.6 63.6
Eeasingl o sower w o wevnmes 5 40 SoMElem 0% 0 97.5 90.0 81.9 68.6 56.6 198.1 132.1 724.8
Other receivables and property,
vehicles and equipment held for sale . ...... 3.4 — — - — - — 3.4
904.9 416.7 235.3 123.4 100.5 270.4 243.7 2,294.9
Payables
Bebts o o s meles A S Shesrmsess S ol 6 786.8 96.5 62.3 354 80.5 236.4 240.4 1,538.3
Other (note 11) . ... .. . . . . . . . 91.6 5.6 2.3 0.6 0.3 0.5 — 100.9
878.4 102.1 64.6 36.0 80.8 236.9 240.4 1,639.2
Excess of receivables . .. . ... .. % B SR B B 26.5 314.6 170.7 87.4 19.7 33.5 3.3 655.7

*Allocation not adjusted for sinking fund and purchase fund requirements. (See note 10).
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IAC Limited and Subsidiaries

8. Marketable Securities

Marketable securities include those held

by the casualty insurance subsidiary, at cost
plus accrued income, amounting to
$14,196,000 (1974—%$14,736,000) (quoted
value 1975—%12,223,000; 1974—$12,487,000).

9. Unrealized Foreign Exchange Gain
Such gains or losses derive from the
accounting policies described in note 1(d).
The net unrealized exchange gain results
from the difference between the current
exchange rate and the exchange rate at date
the proceeds of unhedged borrowings
payable in U.S. funds were received.

10. Sinking Fund and Purchase Fund
Requirements
The sinking fund requirements for the

Certain issues have purchase fund
requirements which are non-cumulative and
under which the IAC companies are required

Years ending December 31
(In millions of dollars)

five years ending December 31, 1976 to 1980 to redeem only debt instruments offered to TOTE o wse o wom ssusomme s @ asstotens it $13.2
are as follows: them subject to limitations as to price and NRFE v s s soromtimoains S0 2 NERIIEY. 0 $13.8
$000's aggregate annual amounts. It is not possible TATE wman wn v s o8 B8 s wan o o0 $13.1
1976 1977 1978 1979 1980 to predict the amounts that will be offered 2272 N AT e $12.0
1,973 2.899 3.124 3.124 3,124 by holders. The maximum purchase fund 1980 ... $ 94
requirements for the years ending December 1981 10 1985} o s wwersss st 00 v ctares $32.2
31 are as follows: after 1988 : .« we wn spwean o6 SETEER $33.8
11. Accounts Payable and Accrued Liabilities
Accounts payable include 6% unsecured
term note of U.S. $1,874,000 (at the Canadian
equivalent of $1,904,000) of a subsidiary
repayable in equal semi-annual instalments
until 1981.
12. Unearned Income 1975 1974
3000's $000's
Unearned income comprises:
Unearned service charges relating to sales financing-retail receivables ... .. ... .. .. . . . .. iiiiieiuiniin. 116,371 122,639
Unearned service charges relating to consumer [0aNS ... .. ... ... e 37,435 37,134
Deferred income relating to residential mMoOrQages . . ... .. ... e 4,153 3,407
Unearned income relating to [easing receivables . ... . e 242,382 146,077
Unearned casually iNSUTANCE DreMIUMS . ... e et et e e e e e e e e e 5,664 5,510
406,005 314,767
13. Deferred Income Taxes
Deferred income taxes arise from timing
differences relating to the treatment for
income tax purposes of income and expenses 1975 1974
associated with the following: $000’s $000's
Residential mortgages . . ..o e e e e 765 667
Unamortized debt discount and eXpense . .. ... e e e 1,130 2,714
Premisas and SqUIDMENT & «oumm i 5% 50 5005 05 150 558 T00 155 58 58 seent 0 508 918 TI0 0TI sn res summesnad mns saneenmieosi s soeiane 195 206
Unearned casially InNSUFANICE BIEMINTTS ooux o v meny an o 59 sovion o v Pommeis b 50 D as 4% o S Foiem o e o 676 654
Leasing receivables: « o :u wn ssnimn wr s enem e @ T AREREE B fe SCOVETE R S T WRETES 0R T 90000 B B T SE R 5 122,369 97,751
125,135 101,992
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IAC Limited and Subsidiaries

14. Common Shares

Shares reserved

1975 1974
Common shares are reserved for issue
as follows:
(a) Personnel stock purchase plan — of the passage by Parliament of the
This was a continuing plan available after private members bill which provides for
three years of service to all employees, the conversion of the company into a
certain of whom were directors, at $15.30 chartered bank (note 17). This bill
per share during 1975 allocated on a includes a provision making the section
formula based on annual remuneration. of the Bank Act prohibiting such plans
This plan was terminated in anticipation Applicable tothEsCOMPANY.  ~ cn vomwecs ov an waorersm @ 5 e - 130,554
(b) Stock option plan, expiring November
30, 1976 — business day next preceding the date
This was a plan available to officers and upon which the option was granted. For
certain senior personnel as determined the reasons described in (a) above, this
by the Board of Directors at a price not plan was also terminated following an
less than 90% of the last board lot sale agreement with all individuals holding
on The Toronto Stock Exchange on the outstanding Options . ... ... e — 117,150
(e¢) Conversion right exercisable until
Qctober 31, 1977 at 70 shares (equivalent principal of the 1967 7% convertible
to $14.285 per share) for each $1,000 of subordinated debentures ........ ... .. ... 44,100 57,890
(d) Conversion right exercisable until July 14,
1979 at 50 shares (equivalent to $20 per share) for each $1,000 of principal of the
share) and thereafter, until July 14, 1984 1974 9%2% convertible subordinated
at 46 shares (equivalent to $21.74 per dBBBNIITEE: ., . .ove ror e o GBS S e 55 A SE 08 45 SoTAER 13 1,195,000 1,195,000
1,239,100 1,500,594
15. Commitments under Leases Approximate
The companies have leases on office Years annual rental
premises used for their business, requiring $
rental payments as follows: TOFBh sy o s wmsomes w12 ot @ wosa 2,589,000
197 T o cosass B 38 TPy 2,025,000
1978 s ve cr mmiimnons 58 S0 o 1,721,000
1979, . 1,258,000
V9BDcvins in str wnmmmongs s e pviga 657,000

The aggregate rentals for 1981 and
thereafter amount to $2,185,000.

16. Contingent Liabilities

IAC and some of its subsidiaries are
parties to certain litigation incidental to the
kind of business conducted. In the opinion

of management, the utimate liability, if any,
will not materially affect the companies’
consolidated financial position or results
of operations.

17. Conversion to a Chartered Bank

The directors and shareholders of the
company have approved the conversion of
the company into a chartered bank. A private

members bill currently before Parliament
must be passed before conversion can
commernce.

18. Anti-Inflation Act

The company and its subsidiaries are
subject to the provisions of the Federal
Anti-Inflation legislation which became
effective October 14, 1975, The impact
thereof on the companies’ profit margins,
prices and compensation arrangements
cannot be accurately determined at the

present time because of uncertainties in the
interpretation and application of certain
provisions and definitions contained in the
Act and Regulations and the fact that
specific Regulations respecting financial
institutions have not yet been issued.
However, based on preliminary computations,
it appears that the legislation has no adverse

effect on the consolidated financial position
or results of operations for the 1975 year.
Under the legislation it appears that the

amount of dividends which the company can
declare or pay con its common shares for the
quarters ending March 31, 1976, June 30,
1976 and September 30, 1976, will be limited
to 28.5¢ per share per quarter.
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IAC Limited and Subsidiaries

Details of Secured Term Notes

Schedule A
as at December 31, 1975
Issued Individually (at rates of interest varying from 6.875% to 11.25%) 1975 1974
Year of maturity $000’s $000's
Payable in Canadian funds—
Parent company VOTE e o womome w0 smiis s & oy wovens A B WS G B AR RETRe SEG B AT - 27,501
TOTE . . « covnr ssaoe mapen n siese mesn o spscs Auwsens ssse o saus scesns ssesn somiste mmsn 62,738 62,654
VAT s« v ey wss v ooy s ¥ 606 STA0Sty OF06 5 F5955 WINER ¥ B0 SOAN U0 53,008 22 473
1078 L e 12,505 12,505
VOTHic 5 i SRR 7 ol ST S e S35 S BURLE S T IAW BORE mam 290 290
TOBO s« vvie v wime & sinve s § sse ot Kere s P Ve § €SS ¥ Vi Ee 2,515 10
131,056 125,433
Niagara Finance Company Limited 1975 .. ... .. . . e - 6,090
VTG e = soaiis s amsits v vivesss s #76s 0% SHkrS @ SORE ANy M ¥ R TUEGH 11,314 11,269
10T T e 880 880
VT8 s 5 o pramare oot & e Vom & S0 Vals Som B ENE SAEE SR ROE S 172 172
T 15 15
TOBO co: ¢ s pam % s aves T 5 105 Sioit § 00 BATeR oA TS oG S 20 20
12,401 18,446
Par value
U.S. $000°
Payable in U.S. funds (note 9)— 3 °
Parent company TOFG 0 2 vk it 3 YR 8 ¢ D0 B 4ia0 LR BN 5 s PR 4 — - 11,881
TOTB cre wusmnw e v swn i Gom & nes e & a%any PAVEN VAT T 7,000 6,839 31,599
B N 3,800 3,834 2,005
TOTBY i 5 ooy s Son waress 265 & fodh S5 4 el S0EE. D5 B3 26,800 27,224 -
1970 L e 1,800 1,828 —
1805 ¢ sum pves o = 0s 287 9 v Bt S50 5 e 965 5 1,800 1,828 -
TIOBI i scimnse snesvoui suns oo, oHirs & P SUSETS, T G R 1,800 1,828 —
1982 e 20,000 20,316 19,808
QBB ire crsw s = swams wmsi v 206t % oo S0enT ¥ S REVE S @4 10,000 10,158 9,904
73,000 73,855 75,197
Niagara Finance Company Limited 1982 ... ...... ... ... . ciiiiiiiiiiiiiiiinnenniy 1,000 1,016 -
1983 . e 1,000 1,016 -
T8 o e 55 ¥ 003 500 5 505 Foiiins il B purwnn 65080 fiun 1,000 1,016 -
TIBE s v s o 3wt w0 omeme @ wstn g ssade @ o 5 B B 1,000 1,015 —
4,000 4,063 —
221,375 219,076
Year of Rate
Issued in Series issue Series Yo Maturity date
Payable in Canadian funds—
Parent company 1959 sy 53 April 1,1979 .. ............. 6,000 6,000
1959 A 612 December 1, 1979 . .......... 5,000 5,000
1960 i 6 AUGUSE 155 B98O e e i mmas 7,500 7,500
1961 X 5% November 15,1981 ... ........ 8,500 8,500
1962 e 5.40 JUly 2, T9B2 ... . v s v vions s 10,000 10,000
1964 ‘28" 5% September 15, 1984 . ... ... ... 15,000 15,000
1965 31" 5% Marchidy 1985 sveqawn & nas e 12,500 12,500
1965 “33" 6 December 1, 1985 ........... 5,000 5,000
1966 34" 612 February™1, 1986 .- .6 « com saws 6,000 6,000
1969 < i 8va May 1,1979 ... .............. 200 200
1969 “37 8% May 1, 1989 .- oo v o mum i o 1,200 1,200
1972 39" 834 September 1, 1991 ... ... ... .. 30,368 32,118
107,268 109,018
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IAC Limited and Subsidiaries

Details of Secured Term Notes

as at December 31, 1975

Schedule A (Continued)

Year of Rate 1975 1974

Issued in Series issue Series % Maturity date $000’s $000's
Niagara Finance Company Limited 1964 i 5% April 16,1984 . . wun wem < o wams 10,000 10,000
1964 L 53 May 1,1985 ................. 10,000 10,000
1965 H3" 5% Nay: 1519850 wem o v s 5ot s 10,000 10,000
1966 G 7V2 December 1, 1986 ........... 5,000 5,000
1968 “B 8a MEY 15, 1988 son sy o & o o 7,500 7,500
42,500 42,500
Niagara Realty of Canada Limited 1970 AR 9% December 15, 1990 ...« s v 4,710 10,000
1971 Sl T8 December 15, 1986 .......... 19,156 19,522
1972 “crr 8va August 15; 1982 .z v v onm o 13,541 13,807
1973 A 7% May 15,1988 ................ 19,331 19,803
1974 i =i 9 Marehi 11994 & . son oo 5 ons s 23,994 24,673
1974 SR 10%a June 18, 1981 .. ... ... ...... 9,834 10,000
1974 i i 1038 December 18, 1984 .......... 13,648 15,000
104,215 112,805

Par value
Payable in U.S. funds (note 9)— Ma ne
Parent company 1957 LY 512 February 15, 1977 . .. 15,870 16,121 15,718
1962 - 5% October 1, 1982 .. .. 10,000 10,158 9,904
1963 “27 514 April 1; 1988 ... . oun s 10,000 10,158 9,904
1964 “29" 5 October 1, 1984 .. .. 10,000 10,158 9,904
1965 “30" 5 February 15, 1985 .. 15,000 15,237 14,856
1965 “3or 52 October 1, 1987 .... 20,000 20,316 19,808
1966 *35" 5% February 1, 1986 ... 12,825 13,027 12,702
1968 H36"" 7% October 15, 1986 ... 12,050 12,240 12,677
1969 "3gm- 914 June 1, 1975 ....... - - 3,945
1969 ‘38" 92 June 1, 1990 ....... 13,050 13,256 13,370
1974 [ 9va May 15, 1994 ... . ... 43,000 43,680 31,693
161,795 164,351 154,481
Niagara Finance Company Limited 1975 Mg 1074 September 1, 1990 .. 30,000 30,474 -

448,808 418,804
670,183 637,880

Series 37" 8% % 1979 notes may be
exchanged at maturity for either 8v2%
1984 notes or 834 % 1989 notes.

Holders of Series 38" notes have the
right to prepayment on June 1, 1980
or 1985.

Notes issued individually and payable
in U.S. funds for U.S. $7 million par
value maturing in 1976 and $2 million
par value maturing in 1977 have been
converted to Canadian funds at
exchange rates established under
forward exchange contracts. All other
notes issued individually and in series
payable in U.S. funds have been
converted at current exchange rates
(note 10).

The interest rate on Series A’ notes

increased to 934 % on December 15,

1975. Holders have the right to

prepayment on December 15, 1980

or 1985.

Holders of Series “B" notes have the
right to prepayment on December

15, 1978.

Holders of Series “D"" notes have the
right to prepayment on May 15, 1980.

Holders of Series “E" notes have the
right to prepayment on March 1, 1980.
The parent company has guaranteed

Series nAv:‘ UB'I, ucu‘ nDn, nEu and an

notes as to principal, interest and
redemption premiumes, if any.

provisions (note 10).

provision (note 10).

*These notes have purchase fund

**These notes have a sinking fund

16



IAC Limited and Subsidiaries

Details of Debentures Schedule B
as at December 31, 1975
Amount
authorized Outstanding OQutstanding
Year of Rate and issued 1975 1974
issue % Maturity date $000’s $000’s $000’s
Payable in Canadian funds—
Parent company 1956 5V~ June 1, 1975 ... ... — — 2,213
1957 534 January 15, 1977 . .. 12,000 5,700 5,918
1957 6 " September 1, 1977 .. 5,000 3,123 3,440
1958 51** February 1, 1978 ... 6,000 3,251 3,383
1959 6 " June 15,1979 ... ... 10,000 7,101 7,484
1960 63a** February 1, 1980 ... 10,000 7,344 7,486
1961 53** July 2, 1981 ....... 10,000 7,805 8,050
1962 534** February 15, 1982 .. 10,000 7,272 7,576
1965 612" December 15, 1983 . . 10,000 6,925 7,248
1966 7" December 15, 1986 . . 10,000 6,775 7,462
1970 9V # October 15, 1992 .. 15,000 12,999 13,903
1975 9% #+# March 25, 1995 . ... 30,000 29,785 —
98,080 74,163
Niagara Finance Company Limited 1972 8 ###  April 17,1992 ... ... 15,000 13,817 14,252
1974 1112 #### October 15, 1994 . .. 15,000 15,000 15,000
28,817 29,252
126,897 103,415
*Sinking fund debentures (note 10). ##These debentures have purchase have the right to prepayment on
**These debentures have purchase fund provisions until March 25, 1983 April 17, 1977 (note 10).
fund provisions (note 10). and sinking fund provisions ####These debentures have purchase
#These debentures have purchase thereafter. Holders have the right fund provisions and the holders
fund provisions until October 15, 1982 to prepayment on March 25, 1983 have the right to prepayment on
and sinking fund provisions thereafter. (note 10). October 15, 1979, 1984 and 1989
Holders have the right to prepayment ###These debentures have purchase (note 10).
on October 15, 1982 (note 10). fund provisions and the holders
Details of Subordinated Debentures T
as at December 31, 1975
Amount
authorized Outstanding Outstanding
Year of Rate and issued 1975 1974
issue % Maturity date $000's $000's $000's
Payable in Canadian funds—
Parent company 1966 634" August 15, 1984 . . .. 15,000 10,825 11,004
1967 7 omry November 1, 1985 .. 10,000 630 827
1974 9¥2**## July 15, 1994 .. .. .. 24,000 23,900 23,800
35,355 35,731
*Sinking fund debentures (note 10). #These debentures have purchase ##These debentures have purchase
**Convertible debentures (note 14). fund provisions until October 31, 1977 fund provisions (note 10).
and sinking fund provisions thereafter
(note 10).
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IAC Limited and Subsidiaries

Details of Capital Stock

as at December 31, 1975 Schedule D
1975 1974
Amount Amount
Shares $000°’s Shares  $000's
Preferred Shares
Authorized and issued—472 % cumulative shares of $100
each redeemable at $101 ... ... ... ... ... . . . .. . i 100,000 10,000 100,000 10,000
Purchased for cancellation : vuou : vom sens sum v s ovn » ses v e 52,736 5,274 49,468 4,947
47,264 4,726 50,532 5,053
534% cumulative shares of $25 each redeemable at $26.50 to
May 15, 1977; $26.25 to May 15, 1981 and $25.25 thereafter. . 600,000 15,000 600,000 15,000
Purchased for cancellation . ........ .. .. .. . . ... . . . . . .. ..., 72,333 1,808 66,311 1,658
527,667 13,192 533,689 13,342
17,918 18,395
Common Shares
Authorized without nominal or par value (note 14) .............. 20,000,000 20,000,000
Issued and fully paid
Beginning of year ...... ... ... 13,487,698 50,182 13,006,293 44 114
Issued during the year—
On conversion of 7%
convertible subordinated debentures ................. 13,790 197 5,530 79
For cash—
Exercise of options granted
under the personnel stock
purchase plan and the stock option plan ............. 40,395 618 13,515 210
Exercise of purchase warrants
attached to the 634 % subordinated
debentures expiring August 14,1974 ................. — - 462,360 5,779
54,185 815 481,405 6,068
End of year ... ... . s 13,541,883 50,997 13,487 698 50,182

Auditors’ Report to the Shareholders

We have examined the consolidated accounting procedures and such tests
balance sheet of IAC Limited and of accounting records and other
subsidiaries as at December 31, 1975 supporting evidence as we considered
and the consolidated statements of necessary in the circumstances.
earnings, retained earnings and

changes in financial position for the In our opinion these consolidated
year then ended. Our examination financial statements present fairly the
included a general review of the financial position of the companies as

at December 31, 1975 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.

ey

Toronto, February 11, 1976

Coopers & Lybrand
Chartered Accountants
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Policies and Other Data

Accounting Policies

Accounting policies relating to
principles of consolidation, recognition
of revenue, allowance for doubtful
receivables, translation of foreign
currencies, amortization of debt
discount and expenses and methods of
depreciation are presented in note 1 of
the notes to the consolidated financial
statements, page 11. The accounting
practices of the non-consolidated wholly
owned life insurance subsidiary are

in accordance with the requirements of
the insurance laws of Canada.

Anti-Inflation Guidelines

The company and its subsidiaries are
subject to the provisions of the Federal
Anti-Inflation legislation which became
effective October 14, 1975. Note 18 of
the notes to the consolidated financial
statements, page 14, comments on

this subject.

Branch Start-Up Expenses

Start-up expenses of new branches are
charged to current earnings as and
when incurred.

Delinquencies

Delinguent accounts are those on which
the lesser of $25 or half of an instalment
is past due one month or more.
Renewed accounts are analysed on the
basis of the current payment schedule
and extended accounts on the basis of
the extended schedule. “Renewal” is a
new contract entered into before the
expiry of the old for the purpose of
reducing the amount of the instalments
originally agreed to by the customer. An
“extension” means the postponement
of all or a part of a current instalment.

The prerequisites for granting renewals
or extensions are strictly determined
and renewed or extended accounts are
carefully controlled. Partial payments,
no matter how recent, will not remove
an account from delinquent status. The
Supplement to this Annual Report
contains detailed information.

Intercompany Borrowing

IAC, the parent company, does not
borrow from subsidiaries. Subsidiaries
are not permitted to invest in IAC
securities either by way of debt
instruments or of preferred or
common stock.

Offices

The total number of offices at year-end
was 751 (1974: 758). These numbers
reflect the total of offices where the
various financial and insurance services
of IAC and its subsidiaries were
available. In several instances, more
than one office is located in the same
premises. In such situations the service
of certain employees may be shared and
other operational benefits are also
derived. The branch network is spread
in Canada from coast-to-coast and there
are 24 (1974: 18) branches of Niagara
Finance Company Limited in the

United Kingdom.

Pension Funds

IAC has a contributory pension plan
(based on retirement at age 62) covering
all permanent employees with over

one year of service, except those of the
life assurance company. The pension
plan is based on the highest average
remuneration received over a period of
five consecutive years prior to
retirement to equal a ‘final earnings’
plan. This is the result of a change in
the pension plan, effective December
31, 1971 which eliminates the need for
any updating. The company's
contribution for 1975 amounted to
$1,217,000 (1974: $1,103,000). In
addition the company contributed
$315,000 (1974: $282,000) to various
government pension plans.

The Sovereign Life Assurance Company
of Canada has its own pension plan
based on retirement at age 65 for
employees in service at December 31,
1970 and at age 62 for staff engaged
thereafter.

Personnel

The total staff employed at year-end
was 3,049 (1974: 3,016).
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IAC Limited and Subsidiaries

Ten Year Operating and Statistical Summary*

1975 1974 1973
Volume of Business ($000’s)
Sales financing—=Wholesale .. viwu = smm wums o © smie wae = s 1,470,730 1,460,542 1,347,917
SRR . oo s oo sumen o min ssaiass STRE. HSTRR B 576,297 653,046 629,425

ConsUMERIOaNS o i en mm 5 s s Fam § F8 SR eas w5 207,501 216,356 216,769
Residential mortgages .......... ... iy 93,006 88,666 66,559
Commercial loansand leasing . ...........c.coiiiiinian. 209,699 114,471 124,103
Net casualty insurance premiums written ............... 15,379 13,075 11,619
New ordinary life assurance—business written ........... 98,700 84,400 67,200
Assets and Liabilities ($000's)
TGIAINAGSEISE | o o s i S © B0 e SRS HORE S8 T 2,390,847 2,139,457 1,852,885
RECEIVABIEST - & po snn v v waviss svwve v st s 1947 doavere s s 2,294,945 2,061,035 1,775,134
Total [ debt ... cuie v e simimis sirieim sums somece smus & Sias 507 5 S S 1,538,299 1,407,572 1,203,673
TOtAl SAUILY o smn am £ mom o 5 sy F3ome wa & a w5 s e 218,822 203,645 188,437
Debt to equity ratio: times ......... ... .. it 7.03 6.91 6.39
Operating Highlights (3000's) (% of gross income)
GrOSS INCOME © . ottt et e et et e e e annan 243,150 221,750 171,547
Costiof borroWed MOTEY o aes & o sas poe v yes v 2 s o 114,265 47.0 115,847 52.2 73,280 42.7
GENEral [BXPENSES v v s wwoims aiie wams wames & sonis wsmiss simi simss 59,134 243 51,359 23.1 46,083 26.9
EArNINOS . e oome 4805 § 555 S0 B0 5 S0 G0 5 Ha DB Sun w0 30,450 125 23,336 105 22,494 131
PreferredidiVIdends: i « win suume vim o s s aseie gy s s s 988 4 996 4 1,019 B
Earnings applicable to common shares ................. 29,462 1241 22,340 101 21,475 125
Average cost of borrowed money % ........ ... ..ol 8.3 9.0 7.2
Common Stock Facts
Earnings per share outstanding—daily average ........... $2.18 $1.69 $1.65
Per cent return on average equity .............. ... .. ... 15.2 12.6 13.0
Dividends paid per share . .:.. s vu wen v s v swe s $1.09 $ 98 $ .96
Income and other taxes pershare . ..................... $2.31 $1.86 $1.82
Number of sharehOlders ... ;o v v v sis v v o iass s 11,435 11,853 12,510
Number of shares outstanding

—VAATONG . .0 Srae 505 S S5 FOVE B PR b 8 s Bb § 0 13,541,883 13,487,698 13,006,293

— Y BVBIAGE! i wows < svns wimiss somss & wreis wisie o szwis ssme wis 13,513,111 13,204,861 12,995,747

—owned in Canada—yearend % ........... ..o 96.3 96.3 95.7
Book Value: per SHare: s ;su « wax s s voews was « sivse srave vae $14.87 $13.73 $13.05

*The above summary excludes data for
The Sovereign Life Assurance Company
of Canada, except for volume.

Figures prior to 1968 reflect the
two-for-one subdivision of common
shares in May 1968.
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1972 1971 1970 1969 1968 1967 1966
5 1o T, 955,291 738,933 764,918 768,619 626,863 602,313
547,076 431,658 428,543 505,063 478,533 380,321 397,036
192,739 175,419 168,422 174,752 178,473 164,450 157,019
41,508 30,084 20,181 18,113 12,335 13,157 6,111
99,127 46,909 47,776 42,986 25,376 18,405 14,443
10,257 9,598 10,149 10,882 10,303 10,186 9,592
60,200 51,500 47,400 46,800 44,000 36,900 34,500
1,523,353 1,298,134 1,232,688 1,188,228 1,090,326 972,744 943,536
1,451,213 1,202,435 1,138,981 1,111,494 1,014,893 893,876 887,427
974,080 850,844 841,506 843,284 795,448 720,252 697,472
179,520 160,882 150,628 143,431 138,305 132,650 126,941
5.43 5.29 5.59 5.88 5.75 543 5.49

147,635 138,502 143,244 136,327 122,510 109,131 107,409
55,919 379 52,838 38.1 60,693 424 56,030 41.1 48,958 40.0 41,577 38.1 43,386 404
43,214 293 40,740 29.4 40,938 28.6 40,161 295 36,761  30.0 34,715 31.8 32,628 30.4
21,994 149 19,415 14.0 16,862 11.8 15484 114 14,936 12.2 14,205 13.0 13,509 126
1,034 . 1,064 8 1,079 8 1,118 .8 1,146 8 1,167 i1 856 8
20,960 14.2 18,351 13.2 15,783 11.0 14366  10.5 13,790 11.3 13,038 11.9 12,653 11.8

6.6 6.7 7.4 7.1 6.7 6.2 6.0
$1.65 $1.50 $1.30 $1.19 $1.15 $1.09 $1.06%
13.8 13.5 12.5 12.1 12.1 12.1 12.4
$ .84 $ .80 $ .72V $ .70 $ 65 $ 61% $ .60
$1.68 $1.66 $1.53 $1.45 $1.33 $1.11%2 $1.09
12,672 12,802 13,502 13,904 14,081 13,675 13,776
12,988,399 12,306,118 12,131,720 12,060,587 11,977,828 11,948,622 11,868,096
12,694,400 12,207,770 12,085,813 11,922,218 11,954,178 11,917,132 11,861,052
96.2 95.2 94.7 94.1 94.1 93.1 92.4
$12.35 $11.50 $10.78 $10.17 $9.78 $9.30 $8.84
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Niagara Finance Company Limited

Your Company’s largest subsidiary,
Niagara Finance Company Limited, is
also the largest all-Canadian consumer
loan company. It provides personal cash
loans and finances the purchase and
leasing of household durables. The
Company is also engaged in the leasing
of commercial and industrial equipment
to major business corporations. Through
256 offices in Canada and 24 in the
United Kingdom, it serves over 215,000
customers.

Recessionary conditions in the
Canadian economy were reflected in a

slight decline in consumer type
outstandings. However, overall
receivables increased by $7.1 million to
a new high of $317 million.

Higher average assets, with no
increases in the cost of service to
customers, produced modestly higher
gross income. This, with a decline in

the average cost of borrowed funds from
9.8% in the previous year to 8.9%,
resulted in a 6.4% increase in earnings
to a record of $5.9 million.

The Company’s receivables are in sound

condition. Net losses at 1.75% were
higher than in the preceding year, but
below the average in the industry.

In recognition of the current incidence
of unemployment and work stoppages
in many sectors of the economy, the
provision for doubtful receivables was
increased by $1.4 million.

The generally anticipated improvement
in consumer demand in 1976 should
ensure continued progress in the
Company's resu'ts.

Selected Niagara Finance Statistics: 1975 1974 1973 1972 1971
EArNINgs (SIouSands) ; - « v s e s 5 s mon 5 20 S b BE SEE § SRE Set 2E G 5,858 5508 5,333 5499 4524
Receivables ($ millions) . ... ... 317.8 3103 2739 1981 1783
Statement of Earnings
for the year ended December 31, 1975
1975 1974
$000’s  $000’s
Gross Income (NOte 2) .. ... .. 44,579 43,275

Expenditures (note 3)

Cost of borrowed money—Short-term debt
—Long-term debt

General and administrative . . ... . e

Provision for Income Taxes

L0 =T o P 1,378 170
Defefed: oz 2 par aen v o Soew e s 050 S50 5 Su5 T530 ¢ 005 VhS TO% TULE SR S50 Y HER RS BAT T fum s 5 ssvse o 4,317 5,307
5,695 5,477
Earmings . ... e e 5,858 5,508
Statement of Retained Earnings
for the year ended December 31, 1975
1975 1974
$000°’s  $000’s
Earnings for the Yoar . . .o: san . 5 6o v 605 650 5 550 S50 00008 Bl 8 s ¥ G055 5 aivs =806 3 iibse v suncn mises o suaps nioisis smr 5,858 5,508
Dividends
ClASE A SRATEE ... ... 25 b e baiid Beis soaie & $iais subin g sibls sibis = sinrs mamusch Simie smceos sias o nis o smue goesere soaiere sore 1,750 1,750
COMMON SSRETES? v srsms swm 6 s ware & i wuss 5 Sare Wi o P56k W0 & §%6% FRra S FAT § §Fams S0tk & L SEEs ST 6 St 1,750 1,750
3,500 3,500
Increase in Retained Earnings for the Year . . ... ... ... ... . . . . . 2,358 2,008
Retained Earnings—Beginning of Year . ... . ... . ... . . e 13,903 11,895

Retained Earnings—End of Year ... . ... cous v v v v o 2o iy men s wasers gk $a ¥ s @57 o s i s
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Niagara Finance Company Limited

Balance Sheet
as at December 31, 1975

1975 1974
Assets $000’s  $000’s
CASHIENL. v ches e s = e s i 4 S S R S SRR TR T S S ¥ SN LA W S B 5 e 3,312 4,344
Receivables
Smalliloans: (NOTeTA), « civan van = s v o e v et 565 5 0o A FES § Sos SR 5 SO0 ST SR 6 SR ¥ I 41,484 48,073
Other 10aNS ... 174,966 168,543
Sales: HNaNGING=TEIAIl 1us wim ¢ 508 2 525 550 7 2068 S Bin o aibue seis o siose svasors sl & 5i50e suos & spone srameas 25,375 27,935
BOASING N e i T - vt sesns ks fvs S % ST S SVELR SIS B RGeS SR IR G g BTSN GV S SR 75,129 65,299
SUICIINE 0t 6o = Bl By st ) s o s sisis . o <fmiiaite afogs 4 binkesoidhe, o i st Eoin miete o bt sess . s i s 848 408
317,802 310,258
Allowance for doubtful receivables .. ... ... . . ... . . 5,512 5,089
312,290 305,169
Other Assets and Deferred Charges
Income taxes recoverable . ... ........ . — 1,010
Leasehold improvements and prepaid EXpenses ... ... it iit i iieiian s 762 633
Unamortized debt discount and expense ... ... ... .. .. 1,217 1,411
Office equipment and automobiles—at cost, less accumulated
depreciation of $1,275,000 (1974—81,089,000) ... ... oottt 1,182 1,028
3,161 4,082
318,763 313,595
Liabilities
Secured Demand Bank Loans . ... . ... .. 15,622 13,925
Secured Short-Term Notes .. ......... ... ... .. . . 25,926 56,078
SecurediTermiNOtes (NOTE B wun jus o oo s 06 2 998 505 2 055 5 590 Seied T8 o iurne cnali £ 55505 o simse vonrs o svase s 89,438 60,946
Debentures (Note 7) ... ... ... 28,817 29,252
Unsecured Notes (NOtE 8) ... .. .. .. 29,904 32,022
189,707 192,223
Payables
Accounts payable and accrued liabilities . .......... ... 4,612 6,996
Ineeme daxes, paYables .. v . g v @ 4 & 08 FEAT 55 T 55 sl 5 D s e s Sisfees sumar + soue cmeasen 305 -
4,917 6,996
Unearned Income (NOte 9) .. ... .. i 66,973 64,455
Unrealized Foreign Exchange Gain (note 10) ... ... ... 570 —
Deferred Income Taxes (Note/ 1) cu o s vom & ias deih v i 5 7 560 59755 540s = e 5555 smie = ssosn ssne o o 15,335 11,018
277,502 274,692
Shareholders’ Equity
Capital Stock
Authorized—150,000 5% % non-cumulative, participating Class A shares
with a par value of $100 each, redeemable at par
150,000 common shares without nominal or par value
Issued and fully paid—125,000 Class A Shares ... ......... e 12,500 12,500
125,000 COMMON SNATES . . . ..ttt e e e e e e 12,500 12,500
25,000 25,000
Retained Earnings . . ... .. ... 16,261 13,903
41,261 38,903
318,763 313,595
Signed on behalf of the Board B.F. London, Director L.R. Woodall, Director
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Niagara Finance Company Limited

Statement of Changes in Financial Position

for the year ended December 31, 1975

Sources of Funds
Operations —

EATIINGS (1ie  sxis s iite osmss o srshs gominge_siae o siose yaasis 5 =iin wieis = asis fnees o sones s o Sbe sevtt St 3 R BT W 4 Hion
Amortization of debt discount and expense
Amortization and depreciation of fixed assets
Provision for deferred income taxes

Borrowings —

SO eI EIEBE o he. « sone  simie wimiis o simtin wvsiosi sistis . ssisrin soms o seye wopse snwdd m mencs TG SUY SIONE B UENW LNUNE W S

Long-term debt —
Proceeds
Redemptions

Uses of Funds
Increase in operating assets —
Receivables —

STAll TBENE 5 g5 ¢ sem ¢ ooy o & svsm 5 b % o W% 7 W S0 S s 00 § (s v GeHe LARS & s S s wiRs o s
OENET IQANS . ccy = ssme s sooss o sty sssis i iowm motn i simse &1t szas o, wh o SO0 G806 ¥ 0 W 955 3 U803 508 B y
Sales TIRANCING —TEAIl & wis 2 oy cms & 0o A8 § 5% B0 3 P00 ST & S0 S0l ¥ SUSEE Siets & 178t wivtane sl = e
LEABING 5 veove 0 s swims 5 sy misomn s % suss soind & win o oo mimierd asei mosimin sinie o wamow weend i 5 SR R5%5 Bt ¥ S0

Less: Increase in allowance for doubtful receivables
Increase in unearned income

BUTHBRES: - . vy v oo © Soe 5 5505 5450 5 P8 S % S0 D & F5 9 © wats Vi § Sl SRS § SR Sate Siene % Siei ene b Rie o Sern

Net decrease in payables

Net (increase) decrease in other assets including sundry receivables

Decrease in cash

1975 1974
$000°’s  $000's
5,858 5,508
................. 217 164
................. 514 442
................. 4,317 5,307

10,006 11,421

(29,314) (30,274)

34,925 53,047
(6,893) (3,849

(1,282) 18,924

9,624 130,345

(6,589) (6,757)

6,423 25893

(2,560)  (500)

9,830 17,548

7108 36,184

................. 423 315
................. 2,518 13,063
4,163 22,806

3,500 3,500

2,783 7,208

................. 210 (2,947)
10,656 30,567

1,032 222

Notes to Financial Statements

for the year ended December 31, 1975

1. Significant Accounting Policies
(a) Recognition of revenue
Precomputed charges on ‘other’ loans
and on sales financing retail receivables are
taken into income using the sum-of-the-digits
method on an account by account basis.
Leasing transactions are reported in
accordance with the financing method of
accounting. The excess of aggregate rentals
over the cost of the leased asset is recorded
as unearned income at the time of the
transaction. Income is taken up over the
term of the lease pro rata to the declining
balance of the investment. Gains arising from
residual values of the leased assets are
reflected in earnings only when realized.
Contractual disposal proceeds negotiated at
the inception of the lease are included in
unearned income and taken up as described
above.

(b) Allowance tor doubtlul receivables

For loans and sales finance receivables

such allowance is set up as a percentage of
the total of these receivables. After collection
possibilities have been exhausted, any
balance remaining on an account is written
off.

(c) Translation of toreign currencies
Unhedged assets or liabilities are

translated to Canadian funds at current
exchange rates. Fully hedged borrowings are
recorded at exchange rates established
under forward exchange contracts. Realized
exchange gains and losses are reflected in
the current year's statement of earnings.

(d) Amortization of debt discount and expense
Debt discount ard expense is amortized

over the term of the related debt instrument.
If the debt is prepayable at the holder’s
option the amortization is calculated to the
first optional maturity date. When a debt
abligation is redeemed prior to maturity, the
related unamortized charges are written off
in the month of redemption.

(e) Methods of depreciation
Physical assets are depreciated at the
maximum rates allowed by the regulations of
the Canadian Income Tax Act for claiming
capital cost allowance.

Leasehold improvements are amortized in
accordance with the same Act over the term
of the respective leases.
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Niagara Finance Company Limited

2. Gross Income

Income:from) FECSIVADIOS — mmwns ty wn smpms wn f Smimn s S st S S SR S S SRR ARSI S SN R | PO
Less: Provision for doubtful receivables

1975 1974

$000’s  $000's

49,321 46,649

..................... 4,742 3,374
44,579 43,275

3. Expenditure

General and administrative expenses are
shown net of $3,966,000 (1974 — $2,983,000)
recovery of expenses from affiliated

companies, the affairs of which are largely
administered by the company.

The aggregate direct remuneration paid
or payable to the directors and senior officers

as defined in The Business Corporations Act
of Ontario amounted to $241,000 (1974 —
$182,000).

4. Small Loans
Small loans are those made for not more

than $1,500 which are regulated under the
Small Loans Act and upon which interest is

accrued but not precomputed.

5. Foreign Currency $000's
Included in the balance sheet are the Other loans — receivable in UK. sterling ......... ... ... ... ...... 18,075
following unhedged amounts receivable or Less: Secured demand bank loans — bank loan
payable in foreign currencies which have payable in QK. STErlINg - s s v ves oo o i e o5 20 o 7.622 10,453
been converted to Canadian currency in Secured term notes payable in U.S. funds (note 6) —
accordance with the accounting policy Issued in SEriEs ... ...t e 30,474
described in note 1 (c): lssued INAIVIdUAIIY sow s s wsmmmeonse oo o e s srosessam s s 4,063
Unsecured term note payable in U.S. funds (note 8) ................. 1,904
6. Secured Term Notes Year of 1975 1974
Issued Individually (at rates of interest varying from 7%& % to 11%1 %) maturity $000's $000’s
Payable in Canadian funds — 1975 & swpe e 4 — 6,090
19760 . i Gorsmmeiens 11,314 11,269
1977 ... 880 880
T S ————— 172 172
217 1 15 15
1980 i oz suvwv 20 20
12,801 18,446
Payable in U.S. funds (note 10) — Y982 i iy e 1,016 —
T983 poen b v 1,016 -
1984 ... ... ... 1,016 —
1985 ........... 1,015 —
4,063 —
16,464 18,446
Issued in Series Year of issue Series Rate % Maturity date
Payable in Canadian funds — 1964 1 53, April 15,1984 .. ... ......... 10,000 10,000
1964 2 53% May 1, 1985 .. ............. 10,000 10,000
1965 3 5% May 1,1985 ................ 10,000 10,000
1966 4 Ve December 1, 1986 ........... 5,000 5,000
1968 5 8V Mav T 1988 o comssonns on o o 7,500 7,500
42,500 42,500
Payable in U.S. funds (note 10) — 1975 6 1012 September 1, 1990 ... ....... 30,474 —
Series 6 notes have sinking fund 72,974 42,500
provisions. 89,438 60,946
7. Debentures Series “B" and “C" debentures
The holders of Series “B'' debentures have purchase fund provisions.
have the right to prepayment of principal on 1975 1974
April 17, 1977. Year of issue  Series  Rate %  Maturity date $000’s  $000's
The holders of Series “C" debentures 1972 HEe 8 April 17,1992 .. .. ... ....... 13,817 14,252
have the right to prepayment of principal on 1974 "o 1112 October 15,1994 . .. ... ...... 15,000 15,000
October 15, 1979, 1984 and 1989. 28,817 29,252
8. Unsecured Notes — Unsecured notes comprise: 1975 = 1974
Parent company — $000's  $000’s
DEMANG MO . .. ot e 3,000 4,800
Term note bearing interest at the monthly average cost of borrowed
money to the parent:company and maturing April 1, 1977 oo o on ssmes s on vovmmaiems 56 Do PEveT 54 58 Bodan o3 » 25,000 25,000
6% term note for U.S. $1,874,000 (1974 — $2,385,000) repayable in
equal semi-annual instalments until 1981 (note 10) .. ... ... . .. ... 1,904 2,222
29,904 32,022




Niagara Finance Company Limited

9. Unearned Income — Unearned income comprises:

Unearned service charges relating to ‘other’ loans
Unearned service charges relating to sales financing — retail receivables
Unearnéd income relating to leasing receivables

1975 1974

$000's  $000's

................. 37,435 37134
..................... 3,948 3.860
..................... 25,590 23,461
66.973 64,455

10. Unrealized Foreign Exchange Gain
Such gains or losses derive from the
accounting policies described in note 1 (c).

The net unrealized exchange gain results
from the difference between the current
exchange rate and the exchange rate at the

date the proceeds of unhedged borrowings
payable in U.S. funds were received.

11. Deferred Income Taxes

Deferred income taxes arise from timing
differences relating to the treatment for
income tax purposes of income and expenses
associated with the following:

Unamortized debt discount and expense ... ..
Leasing receivables . ......................

1875 1974

$000’s  $000's

................. 133 414
.................. 15,202 10,604

12. Sinking Fund and Purchase

Fund Requirements

The sinking fund requirements for the five
years ending December 31, 1976 to 1980

are as follows: $000's
1976 1977 1978 1979 1980
1,524 1,524 1,524 1,524 1,524

Series "B" and "'C" debentures have
purchase fund requirements which are
non-cumulative and under which the
company is required to redeem only debt
instruments offered to it subject to limitations
as to price and aggregate annual amounts.

It is not possible to predict the amounts that

will be offered by holders. The maximum
purchase fund requirements for the years
ending December 31, 1976 and thereaiter are
as follows:

$000's
1976 1977 1978 1979
990 7C9 600 475

13. Anti-Inflation Act

The company is subject to the provisions

of the Federal Anti-Inflation legislation which
became effective October 14, 1975. The
impact thereof on the company’s profit
margins, prices and compensation

arrangements cannot be accurately
determined at the present time because of
uncertainties in the interpretation and
application of certain provisions and
definitions contained in the Act and
Regulations and the fact that specific

regulations respecting financial institutions
have not yet been issued. However, based
on preliminary computations, it appears that
the legislation has no adverse effect on the
financial position or results of operations for
the 1975 year.

14. U.K. Operations

On December 17, 1975, the shareholders

of the company authorized the sale, at their
book value at the date of sale, of all the

company's assets in the United Kingdom

to a newly incorporated wholly-owned
subsidiary company in the United Kingdom
in consideration of 2,500,000 ordinary shares

of £1 each and a promissory note of that
company. It is expected that the sale will
take place during 1976.

Auditors’ Report to the Shareholders

We have examined the balance sheet of
Niagara Finance Company Limited as at
December 31, 1975 and the statements
of earnings, retained earnings 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.

In our opinion these financial statements
present fairly the financial position of

January 30, 1976

the company as at December 31, 1975
and the results of its operations and the
changes in its 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.

Coopers & Lybrand

Chartered Accountants

Board of Directors

Robert E. Campbell

Toronto, Ont.

Senijor Vice-President & Deputy
Senior General Manager, IAC

Roland Chagnon, C.A.
Montreal, Que.
Chairman of the Board, Lallemand Inc.

Peter Kilburn
Montreal, Que.
Chairman, Greenshields Incorporated

Joseph S. Land
Toronto, Ont.
President, IAC

Byron F. London
Toronto, Ont.
President & Chief Executive Officer

Keith H. MacDonald
Toronto, Ont.
Chairman of the Board, IAC

Lawrence M. Machum, Q.C.

Saint John, N.B.

Partner, McKelvey, Macauley, Machum
and Fairweather

Douglas W. Maloney
Toronto, Ont.

Executive Vice-President &
Senior General Manager, |IAC

Stanley F. Melloy
Toronto, Ont.
Executive Vice-President—Finance, IAC

William Moodie

Montreal, Que.

President, Canadian Pacific
Investments Ltd.

Lyndon E. Nichol

Rancho Santa Fe, Calif.

Retired, Director & former Chairman
of the Board, IAC

L. Ronald Wocdall
Toronto, Ont.

Executive Vice-President &
General Manager
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Niagara Realty of Canada Limited and Subsidiary

Principally as a result of the higher
asset base, earnings increased by
53.9% to $3.4 million.

Niagara Finance Company Limited
administers the affairs of these
companies which provide first and
second mortgage loans, primarily on

residential property. In addition, existing ~ The condition of the portfolio is sound.

mortgages are purchased on both an Losses represented only 0.07% of

individual and portfolio basis. These average receivables.

services are available through 264

Niagara branches across Canada, The outlook for the year 1976,

including 8 specialized mortgage considering the likely upturn in

branches. residential construction, appears to be
favourable.

Buoyant demand resulted in continued

progress in 1975, with receivables

increasing by 15.1% to $202 million.

Selected Niagara Realty Statistics: 1975 1974 1973 1972 1971
Earningsi(SANOUSANGS) we s w e v amess o o 5 s w wmers s @ 095 5 S wike ¥ Svs S w6 3,388 2202 1679 1,671 1,483
Mortgage receivables (3 millions) .. ... . . e 202.2 1756 1276 94.1 76.0
Average mortgage balance at year end (dollars) ........... .. ... ... . ..., 8,962 7,963 6,339 5269 4,580
Consolidated Statement of Earnings
for the year ended December 31, 1975
1975 1974
$000’s  S000's
GroSSYNCOMERNBIE ) s w5 ram = o won o wame gl wiek & S THNET 85§ v i 4 T SRS 5 TR T S0 DR S 26,984 20,567
Expenditure
Gost.of borrowed money—Short-term debt: « .. ¢ wan s win s wam « s wms 5 aem v v ¢ oo oy wme o s i 4,621 4,216
—Long-term debt . ... ... 10,205 7,420
14,826 11,636
General and administrative (Note 3) .. .. ... . 5,362 4,372
20,188 16,008
6,796 4,559
Provision for Income Taxes
CUIT N L o e 4,258 1,802
BYETErfenl « mom o ome & 56 5 300 ¥ D0 T G0E S5 © Sah TA6T 655 5 A0k BaTh 5 0T 50 B B s Kdiete mumsr m else sneue o wgeen som (850) 555
3,408 2,357
Earmings . ... 3,388 2,202
Consolidated Statement of Retained Earnings
for the year ended December 31, 1975
1975 1974
$000’s  $000's
Earnings for the Year . . .. . .. 3,388 2,202
DIVIdENdSE s v mon voom s der 5 v S 008 SR S S5 5 DU3 SR £ B0 000 G st 550 e seume efiine Shoen stk o sens saes 8 Sias 2,000 1,300
Increase in Retained Earnings for the Year . ... ... . . . 1,388 902
Retained Earnings—Beginning of YEar ;... v oo v ivn v s v v oo ses o i sinie v oo ais 5o » 6ras 0% §4ls & ials 4,329 3,427
Retained Earnings—ENd of Year . ... ... .. 5,717 4,329

27



Niagara Realty of Canada Limited and Subsidiary

Consolidated Balance Sheet
as at December 31, 1975

1975 1974
Assets $000's $000’s
CAS N e e e S B B T T ek R 3 SR et § AT SR G S N0k § UG A Geng 7,158 4,407
Cash Committed for Unclosed Loans . . ... . ... ... ... .. .. . i 3,885 3,253
Receivables
Residential Mortgages ... ... e e e 202,247 175,619
Real estate held for sale—at estimated realizable value ......... ... ... . oo, 15 73
0 T T o T | 96 437
202,358 176,129
Allowance for doubtful receivables ... ... . ... e e 1,517 1,318
200,841 174,811
Other Assets
PrePaId BXPENSES . ..ot e e e 14 6
Unamortized debtidiseolntiand EXPENSE i « cop coim ¢ vl b 69% Gos Ta i Ga & wu & G % i e 1,738 2,150
Office equipment and automobiles—at cost, less accumulated
depreciation of $41,000 (1974—841,000) . ... 0ot ontiansvanson st sy s v 26 32
1,778 2,188
213,662 184,659
Liabilities
Demand Note Payable—parent company ... ... ... . . i e 83,030 48,913
Secured Term Notes (NOte 4) ... .. ittt iiiaeteirneivaiivasonaannsansninsines 104,215 112,805
Payables
Accounts payable and accrued liabilities -« .o vos s v ves i s s vme v e e dan o s vam 3,133 3,290
IMCOME LAXES . . ottt et e e 2,728 391
5,861 3,681
Doferred INCOMIB. . ..... . . ce svie v sime s symes sioe = abis ST 5 G300 S50 § 990 VA0 6 FO & Hb R S0 Baluly e Gu y e 4,136 3,378
Deferred Income Taxes (NOTE 5) . . . . ...ttt e 703 1,553
197,945 170,330
Shareholders’ Equity
Capital Stock
Authorized (note 6)—
2,000,000 8% non-cumulative, redeemable preferred shares of $5 par value
2,000,000 common shares of $5 par value
Issued and fully paid—
2:000/000:COMMOBN: SHATES ... ... & &5 G50 § G 560 5 50 HEG 1 U85 L § 08 S0le s o Sy s & st 10,000 10,000
REtAINEU EAININGS i 5 v = s sovsi & svws & widus a¥is & sy aisns & ogads SORUF 6 oiin FRst 4 HA0BY SEEIncH SR ¥ wENAS AFAEN 8 PROS 5,717 4,329
15,717 14,329
213,662 184,659
Signed on behalf of the Board B.F. London, Director L.R. Woodall, Director
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Niagara Realty of Canada Limited and Subsidiary

Consolidated Statement of Changes in Financial Position

for the year ended December 31, 1975

1975 1974
$000’s  $000's
Sources of Funds
Operations—
Earmings: =-mv vees dan v i v s s s bais s v B SeS SEie 50 vaes we § i i a8 Sk Se ietE e 3 3,388 2,202
Amortization of debt discount and expense .. ... . . . e 412 328
DEDTACIALION, 5 s 1o en o 05 05005 T600 5 5i.s 5005 % Sl snqies? Fdibnn Siese Fodihid Sianmimsni mmnmns snas o ssae siss o szace s 10 12
Provision for:deforred INCOME ta)ES .. vas w3 saie smm e s o sone ssavsra e s @ 3ate sife & wEH S0 S0 8 (850) 555
2,960 3,097
Borrowings—
Demand.note:pavable—parentiCOMPANY. ws «mn oy svs 5 omie ges » sas Sree o6 Sen 5 drem Faien S 5 ohs 1 34,117 (7,051)
Secured tBIrM NOLES . ... .. e e e (8,590) 47,232
25,527 40,181
lsstial of capital StOCK: oo vaws s 5 snm siomn s ¥ obs TR e § o9 Te Ve SATREE ¥ SR DOG SN ¢ HAh g 4 — 2,500
Other—
Netincrease in pavables « sw: « cun sawin was s com & s wees s 5 Fow G W & 50 © 00 S 5 SR 2 2,180 1,708
Net decrease (increase) in other assets including sundry
receivables and real estate heldforsale . .......... .. ... i, 387 (344)
2,567 1,364
31,054 47,142
Uses of Funds
Increases in operating assets
Residential mortgages . ... ... e 26,628 48,030
Less: Increase in allowance for doubtful receivables .. ........... ... .. ... .. .. .......... 199 361
Increase in deferred INCOME . ... .ttt e e e e 758 1,030
25,671 46,639
DIVIdENAS . .. 2,000 1,300
27,671 47,939
Increase (decrease) iN Cash . ... ... .. 2,751 (258)
Increase (decrease) in cash committed for unclosed [0aNS ... ... ...t 632 (539)
31,054 47,142
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Niagara Realty of Canada Limited and Subsidiary

Notes to Consolidated Financial Statements
for the year ended December 31, 1975

1. Significant Accounting Policies (c) Amortization of debt discount and expense  (d) Depreciation and amortization
(a) Principles of consolidation Debt discount and expense is amortized Physical assets are depreciated at the
The financial statements include the over the term of the related debt instrument. maximum rates allowed by the regulations of
accounts of the company and its subsidiary, If the debt is prepayable at the holder’s the Canadian Inccme Tax Act for claiming
Niagara Realty Limited. option, the amortization is calculated to the capital cost allowance.

first optional maturity date. When a debt
(b) Allowance for doubtful receivables obligation is redeemed prior to maturity, the (e) Deferred income
For residential mortgages such allowance related unamortized charges are written off Deferred income arises from mortgages
is set up as a percentage of total residential in the month of redemption. purchased at a discount and is taken into
mortgage receivables. income over the remaining term of the

mortgage on the actuarial yield method.

1975 1974
2. Gross Income $000's  $000’s
Earned inceme on: MOMGAGES . v. ce wemims s rr simososminns s o s simemeens s 853 013 506 550000 W0 i o0 08 8 PemaE O 08 53 99wl 5 27,312 20,977
Less: Provision for doubtful TeceiVables: ... ... wo we o sl £5 @5 55 55060 05 05 05 Seislafe dn SRAIEE WF e Sl 6 o 328 410
26,984 20.567
3. General and Administrative Expenses 1975 1974
General and administrative expenses include:
Depreciation of office equipment and automobiles . ... . e $10,000 $12,000
Remuneration of directors and officers —
Aggregate remuneration of directors as directors ... .. ... NIL NIL
NUMBEE Of AITBCROTS . o cvv oo ein vin vis simimin ais 1on s sin ssmimiocs w38 om0 mopitiess se soe s 0 b ase Sis b8 v als Ws £0 Wwlaias o fn 50 7 5
Aggregate remuneration of officers as officers . ... .. .. ... . $27,000 $23,000
NumbBeriof OHICors . ... .. oo s wr shefitinme = 5 e 0h i 55 55 HOSREEY BE 3 0F SOmeames Mgy i 6% S B e e 9 9
Number. of officers who are also directors vu: ox o v vuvuas o8 SeEeeas e s &6 Seave ¥ e s o S8 SR s i i 4 3
The affairs of the companies are largely administered by Niagara Finance Company Limited.
4, Secured Term Notes
Year Series Rate Maturity date 1975 1974
of issue %o $000’s $000's
1970 “AY 93" DECAMBEr 15; 1990 warmem o i Suiana i U RoEess w e 4,710 10,000
1971 “Br T December 15, V986 iy v is sovniwis v o5 wa samam oi i was 19,156 19,522
1972 “g" 81 AUGHSEY 15, 1982 & sovaie o s s svmmisniin o dsdabives ws i stes 13,541 13,807
1973 “pr Thg**” MEY A5; TIBET sne wramess v s wmmmiame i 125 SRswEswE w6 vvsm 19,331 19,803
1974 i =4 .2 il MEFER T T o s o w0 w6 s swssini i ks oraio 23,994 24,673
1974 B 10% JUGTE B TBNL cssmmnans s som wcvninmani e 500 osmsm e ols A=At 9,834 10,000
1974 e 10% December 18, 1984 .. ... ... .. ... . 13,649 15,000
104,215 112,805
*Holders have the right to prepayment on ****Holders have the right to prepayment on
December 15, 1980 and 1985. March 1, 1980.
Series “A", “B", "“C", "D", and “E”
**Holders have the right to prepayment on notes and series “F'"' notes maturing Iin
December 15, 1978, 1981, have purchase fund provisions.
***Holders have the right to prepayment on Series ''F"' notes maturing in 1984 have
May 15, 1980. a sinking fund provision.

IAC Limited has guaranteed all Series
notes as to principal, interest and
redemption premiums, if any.
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Niagara Realty of Canada Limited and Subsidiary

5. Deferred Income Taxes 1975 1974

Deferred income taxes arise from timing $000’s $000's

differences relating to the treatment for . .

T e purposges of income or expenses Residential moOrtgages . .. ... . i 765 666

associated with the following balance sheet Unamortized debt discount and expense . ........... ... ........... _(Eg) 887

items: 703 1,553

6. Capital Stock authorized share capital by the creation of

During the year the company obtained 2,000,000 8% non-cumulative redeemable

Supplementary Letters Patent increasing its preferred shares of $5 par value.

7. Sinking Fund and Purchase Certain issues have purchase fund Years ending December 31

Fund Requirements requirements which are non-cumulative and $000's

The sinking fund requirements for the under which the company is required to

five years ending December 31, 1976 to 1980  redeem only debt instruments offered to it 1976 .o e e e 2,561

are as follows: subject to limitations as to price and VBT, .« coosmmmsisss sas swerietonse 08 2,891
$000’s aggregate annual amounts. It is not possible TOTB o cvonommonme 2w cmns i B o e 2,866

1976 1977 1978 1979 1980 to predict the amounts that will be offered A979 5 v ramus sn w0 BenEE T 0 A e 2,291

149 750 750 750 750 by holders. The maximum purchase fund OB ;s oo vt v o oo e ol emels 1,272

requirements for the years ending December B R 312

31, 1976 and thereafter are as follows:

8. Anti-Inflation Act

The company is subject to the provisions
of the Federal Anti-Inflation legislation
which became effective October 14, 1975.
The impact thereof on the company's
profit margins, prices and compensation
arrangements cannot be accurately

determined at the present time because of
uncertainties in the interpretation and
application of certain provisions and
definitions contained in the Act and
Regulations and the fact that specific
Regulations respecting financial institutions

have not yet been issued. However, based
on preliminary computations, it appears that
the legislation has no adverse effect on the
financial position or results of operations for
the 1975 year.

Auditors’ Report to the Shareholders

We have examined the consolidated
balance sheet of Niagara Realty of
Canada Limited and subsidiary as at
December 31, 1975 and the consolidated
statements of earnings, retained
earnings, 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.

In our opinion these consolidated

statements present fairly the financial
position of the companies as at

January 30, 1976

December 31, 1975 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.

Coopers & Lybrand
Chartered Accountants

Board of Directors

Jean C. Biron
Montreal, Que.
Assistant Vice-President, |IAC

Raymond Girardin
Montreal, Que.
Vice-President

Joseph S. Land
Toronto, Ont.
President, IAC

Byron F. London
Toronto, Ont.
President

Stanley F. Melloy
Toronto, Ont.
Executive Vice-President—Finance, |AC

Lionel A. Normandeau
Toronto, Ont.
Vice-President

L. Ronald Woodall
Toronto, Ont.
Vice-President & General Manager
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The Sovereign General Insurance Company

In 1975 results showed improvement
over those of the preceding year.
Premium writings increased to $15.4
million (1974—%$13.1 million).

Claim loss ratios improved slightly at
74.3% (1974—74.8%). The results of
your Company, in common with the
industry, have been seriously affected
by the impact of inflation on claim
settlements, despite some increase in
premium rates during the year. All fire
insurance policies are now being written
on a one year basis which will maintain
a more current relationship between
premium rate levels and claim costs.

General expenses at $4.3 million were
up 10%. Strict budgetary controls are
being maintained.

After providing for income taxes,
earnings increased to $460,000 from
$57,000 in 1974. As constructive steps
which have been taken become more
fully reflected in results and, hopefully,
inflationary conditions ease, further
improvement may reasonably be
anticipated.

Selected Sovereign General Insurance Company Statistics:

(Thousands of Canadian Dollars) 1975 1974 1973 1972 1971
Promiims: BarnBtl oo res v e v o ¢ i s e © 087 v § 590 s 9 s e @ s e 14,978 12,060 10,949 9,750 9,524
Claims INCUITEA . . vt i ittt e et et e et et e e a e 11,125 9,016 8,278 6,739 6,510
EXPENSEE .voe v v sios symomis 5656 5 G0 § §55F D005 7000 60 TR Q8 8 gk S ¥ S8t e . 4,358 3,944 3,244 3288 3,560
Underwriting igainm ({los8) o wss « s v o s smos & nwse suersn mos v v = st s (505) (910) (573) (277)  (545)
Investment and BIhel INCOME: . .. . e 5 or sei Sites B0 5 S 45 3 505 S o e 1,080 1,053 933 725 735
INCOME TAKOS o sonvs wuns v srgm wocoss st & il S0 & Godls VRS % @S SIS0Ere atls wistet wess s 115 86 62 28 11
460 57 298 421 179

Earnings
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The Sovereign General Insurance Company

Statement of Earnings
for the year ended December 31, 1975

1975 1974 1975 1974
($) ($) (%) (%)
Premiums
Net premiums written .....occvnevmeivuns 15,378,542 13,074,505
Less: Reinsurance premiums ......... 246,268 370,274
Net premiums retained ................. 15,132,274 12,704,231
Change in unearned premium reserve ... .. (154,285) (653.846)
Premivams Earned .- . oo cos s v e aovnss s s 14,977,989 12,050,385 100.00 100.00
Expenses
Elaims INCUrred o con s vam s sean s awea 10,475,984 8,486,213
Staff adjusting expenses ................ 649,461 11,125,445 530,162 9,016,375 74.28 74.82
3,852,544 3,034,010 25.72 25.18
CommissSions  ..........iiiiiieiineann 1,476,163 1,344,122
General and administrative .............. 2,474,102 2,271,209
Taxes and licences ...........c.c.covvunnn 407,684 4,357,949 328,724 3,944,055 29.10 32.73
Underwriting: LoSs: « « e e & v cms 5 sen paes (505,405) (910,045) (3.38) (7.55)
Other Income
Income from investments ............... 1,125,682 963,394
Gain (loss) on sale of investments ... .. . (46,120) 1,079,562 89,215 1,052,609
574,157 142,564
Income Taxes (note 2)
Current . .. ... . . 214,085 —
Deferred ....... ... i, 53,526 267,611 85,658 85,658
Earnings Before Extraordinary Item . ... ... ... 306,546 56,906
Extraordinary Item
Reduction of income taxes on application
of prioryear'sloss .................. 153,000 —
EQrnings . . .. ..ot 459,546 56,906
Statement of Retained Earnings
for the year ended December 31, 1975
1975 1974
($) ($)
Earnings for the YEar . . ... v v = sorst o ronss sumr = somsy svmes § sundé « it 5068 5 550 5 0% € 2000 5 4705 258 5 oo 459,546 56,906
Retained Earnings:at Beginning of YOar . ... oo v cum vun s s 6 v smrss sem o owie 5 viems v se wmie 5 e 5,067,999 5,011,093
Retained Earnings atiENG 0P YEar = ; cun st & e & ool ¢ 02 950 o W8 VI & S8 Daels & D © 00 Sei @ G 5,627,545 5,067,999
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The Sovereign General Insurance Company

Balance Sheet
as at December 31, 1975

1975 1974
Assets ($) (5)
L T S 335,587 374,647
Reinsurer’s deposit in respect of outstanding claims (contra) ........................... 12,281 68,420
Accounts receivable .. .... ... . 2,062,572 2,547 672
Prepaid expenses . .......... . 7,246 18,868
Investments—at cost plus accrued income
(quoted value 1975—$12,227,679; 1974—$12.486,743) .. ...\t 14,196,182 14,736,022
Commercial paper receivable . ... ... . . . . . ... 2,913,537 —
Office equipment and automobiles—at cost,
less accumulated depreciation of $327,925 (1974—$301,696) ......................... 153,253 138,097
Leasehold improvements—at cost, less amounts written off . ... ... . ... . . .. ... ... .. ... .. 139,556 168,301
19,820,214 18,052,027
Liabilities
Accounts payable and accrued liabilities . ... ... ... .. . . ... 310,619 246,968
Accrued premium taXeS . ... . ... ... 159,718 131,635
Provision for outstanding claims and adjusting expenses ................oooooo . 5,716,700 4,712,493
Reinsurer’s advance (CONra) ... ..........oiio ot e 12,281 68,420
Income taxes: PAYADI: « i« s a4 wis 508 4 5108 900§ BEE 5 Site 55 G s sumne 8 sume scerenr mens o srete sians 93,085 —
6,292,403 5,159,516
Unearned premium FeSEIVE . .. ... ..t 5,664,260 5,509,975
Deferred inCome taxes ... ... ... 675,706 654,237
12,632,369 11,323,728
Shareholders’ Equity
Capital stock
Authorized—10,000 shares of $100 each
Issued and fully paid—5,830 shares . ........ ... . .. .. 583,000 583,000
Premiumionzs NarestiSSUBE - wou w s o o sons o 5 s S0 5 s, 25l 8 060 @eis 57 7 1G5 A5 S0k i 327,300 327,300
Contributed surplus . ... ... 750,000 750,000
Retained i arnings: . « i v cos 3 50 & o5 5 00 050 ¢ aiaf BEns S0 S 552 285 5 1 Soels 2 S0 X nee sesds = aeeia e 5,527,545 5,067,999
7,187,845 6,728,299
19,820,214 18,052,027

Signed on behalf of the Board

W.R. Livingston, Director

D.J. Wilson, Director
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The Sovereign General Insurance Company

Notes to Financial Statements

for the year ended December 31, 1975

1. Anti-Inflation Act

The company is subject to the provisions

of the Federal Anti-Inflation legislation which
became effective October 14, 1975. The

impact thereof on the company’s profit
margins, prices and compensation
arrangements cannot be accurately
determined at the present time because of

uncertainties in the interpretation and
application of certain provisions and
definitions contained in the Act and
Regulations.

2. Income Taxes

Depreciation and amortization of
approximately $190,000 in excess of amounts
claimed for income tax purposes has been

recorded in the accounts in 1975 and prior
years. This excess is available to reduce
taxable income in future years.

In addition, there is a capital loss of

approximately $19,600 which is available
for application against future taxable capital
gains.

Auditors’ Report to the Shareholders

We have examined the balance sheet
of The Sovereign General Insurance
Company as at December 31, 1975 and
the statements of earnings and retained
earnings 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.

In our opinion these statements present

fairly the financial position of the
company as at December 31, 1975 and

January 26, 1976

the results of its operations for the year
then ended, in accordance with
generally accepted accounting
principles applied on a basis consistent
with that of the preceding year.

Coopers & Lybrand
Chartered Accountants

Board of Directors

Robert E. Campbell

Toronto, Ont.

Senior Vice-President & Deputy
Senior General Manager, IAC
Roland Chagnon, C.A.

Montreal, Que.

President, Lallemand Inc.

Peter Kilburn

Montreal, Que.

Chairman, Greenshields Incorporated
Joseph S. Land

Toronto, Ont.

President, IAC

William R. Livingston
Toronto, Ont.
President

Keith H. MacDonald
Toronto, Ont.
Chairman of the Board, IAC

Douglas W. Maloney

Toronto, Ont.

Executive Vice-President & Senior
General Manager, IAC

Stanley F. Melloy
Toronto, Ont.
Executive Vice-President— Finance, IAC

Lyndon E. Nichol!

Rancho Santa Fe, Calif.

Retired, Director & former Chairman
of the Board, |IAC

Francois P. Paradis

Toronto, Ont.

Senior Vice-President & General
Manager—Operations, IAC

Renault S. St-Laurent, Q.C.
Quebec, Que.

Partner, St-Laurent, Monast,
Walters & Valliéres

Donald J. Wilson
Toronto, Ont.
Vice-President & Managing Director
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The Sovereign Life Assurance Company of Canada

New ordinary insurance and annuities
issued in 1975 totalled $98.7 millicn, up
16.9% over the previous year, and this
represented the highest level of sales in
the Company’s histery. The annual
premium value of new insurance and
annuity sales was $1,255,000.

Revenue, consisting of premium and
investment earnings including interest,
dividends and rents, amounted to
$17,002,000 (1974—%$18,449,000).
Premium income resumed normal levels,
as contrasted with 1974 when a large
one-time group premium payment
inflated revenue in that year.

Investment earnings increased
significantly. A net yield of 7.49%
(1974—7.28%) on a larger investment
portfolio accounted for this
improvement.

In 1975 total payments to policyholders
and beneficiaries, including the amount
set aside to increase actuarial reserves,
were $11,732,000 (1974—$13,546,000).
Dividends to policyholders amounted to
$904,000, based on the current dividend
scale.

Operating revenue, after provision for
all policyholder payments and other
expenditures, increased to $664,000
(1974—%197,000). The combined total of
capital, surplus, and reserve accounts
was $11,572,000, equal to 13.8% of
assets, which provides a substantial
margin of protection for all
policyholders.

Copies of the Annual Report of The
Sovereign Life Assurance Company of
Canada are available from the Secretary
of Sovereign or of IAC.

Selected Sovereign Life Statistics: (Millions of Canadian Dollars) 1975 1974 1973 1972 1971 1962*
Insurance in force:

Onc]INATYE = s zien » 1 3 50 a0 5 9 X RS TR T MR A LR B n i Bl o bl B - 520.0 4626 411.2 3758 3437 216.2
GTOUD e o wcaie v = smare wraincs s o wiase sistie o sivie Ssia s secs sfmreis siaie ¥ a55s site b Sote Ses s 448.7 4821 4838 4717 4014 2.6
TOtAlNS v v & v onmee sen & smis Se s TEn DTG S TSSO S BT DS TETER WEe TR 968.7 9447 8950 8475 7451 218.8
New business written:

ErAinary e wone son & op Sonn e © A0E 555 5 085 A F e R F el 5005 B e § 98.7 84.4 67.2 60.2 51.5 13.8
Group (Net change) ... e (33.4) (1.7) 12.1 70.4 (18.7) 0.7
POliCY reSBrves .. .......iv it iineiiastiraneaarnsencaannnns 58.1 55.2 50.5 48.3 46.7 37.2
TOIal ASEEIST . wrrs s & s wovners wvom s wons o o s wig S GEien PG S LG PR T T B 84.0 78.4 72.6 68.4 65.4 46.1
Net interest earned: Per cent ... ... ... ... 7.49 7.28 6.86 6.58 6.37 5.21

*Year of acquisition by IAC
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The Sovereign Life Assurance Company of Canada

Statement of Revenue
for the year ended December 31, 1975

1975 1974
(%) (%)
Revenue
Ereminms and anrtityIconSidBrations « cum « s v 5 sem oioms s o aen s a5 & 5w A5 5 o 11,167,490 13,157,767
Interest, dividends and rents, less related expenses
Of 3328654 (1973 =3358, 937 i e 2 sl weven v S 5 55 SEM & G50 SIS SRl B e 5,834,800 5,291,141
17,002,290 18,448,908
Policyholder Distribution and Expenditures
Amounts paid to or set aside for policyholders and beneficiaries—
Death and ordinary disability claims . ....... . .. .. e 2,653,095 2,652,402
Group disability Claims .. ... e e 1,535,662 1,518,902
Matured ‘entdOWMENTS: « « qou swap srar © ran s 5 pios SEFE P8 5 i NE e ST ARG SN § 769,332 594,057
ANNUItY benefits . ... e 261,653 267,297
Surrender VAIUSS: = ¢ wmw o v 5 oo W 5 5% RS05 w05 Aol e Ten € ik ARIRG B e REt 6 1,550,128 1,790,036
Increase in reserves for insurance and annuity contracts . ........... ... .. ... 2,906,945 4,694,108
Interest credited to funds on deposit and pension fund . ........ ... ... L. 540,752 412,589
10,217,567 11,929 391
Dividends to participating policyholders (including change in provision) ............... 903,815 941,626
Belicyhalders! investmentetanes: o v s o s wommn aume 5 mas sa @ eme smres, v e & et § & 116,000 57,000
Group experience rating refunds (including change in provision) .................. ... 494,767 618,419
11,732,149 13,546,436
BperatinglEXPENSES : i o0 560 § 660 Dt 00k 3 T5 «05 5 S Daied S § B35 Sl EEAL W £ UG BaR 3,883,658 4,049,249
15,615,807 17,595,685
Operating Revenue Before Income Taxes . ......:cvuvvim cies com o ins i 6 e s sinm v sine sas 1,386,483 853,223
Provision for Income Taxes (Note 2) . .. ... .. 737,000 686,000
Operating RevenuUe . . .. ... e 649,483 167,223
Gain on disposal of securities, less incometaxes ........ ... . it 14,693 29,593
Excess of Revenue for the Year . ... ... ... . . . . e 664,176 196,816
Statement of Unassigned Surplus
for the year ended December 31, 1975
1975 1974
($) ($)
Unassigned Surplus—BeginnINg ol YRAE . . ... cwse wun ¢ st svume & sioss wlions nive saviis s oste saisie oo 8,750,642 8,553,826
Excess of revenue for Year ... ... ... 664,176 196,816
9,414,818 8,750,642
Allogaticnto contingeNeV TESEIVE « sun somr i ¢ oo Dafes war ¥ w58 00 © o9l Caiol < S0 3 5t § 5o 650,000 -
Unassigned Surplus—End of Year (note 3) ... ... ... e 8,764,818 8,750,642
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The Sovereign Life Assurance Company of Canada

Balance Sheet
as at December 31, 1975

1975 1974
Assets (8) ($)
Bonds and debentures, at amortized costorless (note 1) . ...... .. ... ... ... ... ... .. .. .. 25,753,258 23,937,985
Common and preferred stocks, at costorless (note 1) ... ... ... ... . .. .. 4,408,889 3,979,801
Elrst: mortgages: Gni real estate . ... .wm o ov v s v i wnm v o s @ stem s sTe SRR W St T o 45,462,720 41,048,733
Loans on policies, secured by cash values ... ... .. . i 4,868,482 4,568,644
Real estate—Purchased for income, at cost, less amounts
written off —$174,129 (1974—8152,226) .. .. . ... e 950,325 972,227
Cash and short-term investments . ... ... ... . . . . e 1,210,748 2,695,283
Premiums in course of collection ... ... .. . . e 304,132 235,319
Investment income due and acCrued . . ... ... 905,833 785,308
NS ASSELS! & miv v oyyam = snee 3 e = coms SeRIT s & AT S ¥ e S A AT 5 T g SESE WA W § GRNG & i 158,253 143,556
84,022,640 78,366,856
Liabilities
Reserves for insurance and annuity contracts ........ ... it iiin i 58,106,748 55,199,803
Bolicyholders* iundsionideposit s wws o+ sen s s s s ms o o 5 Semv o Qe s 5 e 5 60 s i i 6,191,046 4,897,804
Policy claims in course of settlement and provision for unreported
claimsiof $366;000: (1974—=3366,000) ... v « wom awn v v o s ¥ a%ns e ¥ S = St S 8 e 730,278 717,571
Mortgagors' tax prepayments ... ... ... i 893,462 759,605
Premium;and income taxes aECrUBd o sus suo 5 v i £ ven Sate 4 ek D80 § S50 ¢ imes & v Sy & v 1,155,411 589,323
Other liabilities and acCruals . ... .. . 350,805 266,825
Rrovision for: dividends toipolieyholders .« vew s ges s ¢ s o0 5 905 9505 955 5008 § 258 s ¢ o 2,087,900 2,106,100
Provision forexperience rating refunds . vue ¢ s v s cumn waos 5 sams v & smzs wowa 5 s & e o e 493,000 772,000
Staff and agents’ pension and insurance funds . ... ... . ... 2,441,997 2,150,008
72,450,647 67,459,039
Capital and Surplus
Capital stock
Authorized—10,000 shares of $100 each
Issued—8,406 shares of $100 each of which 27 shares are
fully paid and 8,379 shares are $25 paid . . ... ... 212,175 212175
INVESEMENT: FESEIVE . . oo s v oo = siene e & oot odlh o bt Bie e Eibie Siis & ¥iaie 50 & 500 % 6iacd 2 5958 G0k 2 1,000,000 1,000,000
Gontingency Feserve (MOTE.2), « v « = v ws o v mar @ v @i & Sew 5 & s S & Gem @ B w0 T T 1,500,000 850,000
Shareholders’ sUrPIUS . .. .. 95,000 95,000
Unassigned. SUFDBIUS (MO8 1B) & w5 s s 5 o was 5 Soi o & (o wate 7 s S § S0 8 006 & s 0 S 8,764,818 8,750,642
11,571,993 10,907,817
84,022,640 78,366.856

Signed on behalf of the Board W.R. Livingston, Director J.H. Sutherland, Director




The Sovereign Life Assurance Company of Canada

Notes to Financial Statements

for the year ended December 31, 1975

1. Valuation of Bonds, Debentures and Preferred and Common Stocks

Value stated in the balance sheet

Estimated market value ................... G e T R NSREIRNNGE S T SSUSSY (8T S S I T A SR e 3

Maximum value at which these securities may be carried as

prescribed by the insurance laws of Canada

1975 1974
$ $
30,162,147 27,917,786
25,412,855 22,452,196
.......... 27,670,703 26,317,398

2. Provision for Income Taxes
This provision includes $135,000 in respect
of prior years.

3. Unassigned Surplus

The shareholders’ portion of the unassigned
surplus amounts to $5,202,131
(1974—%4,403,824) of which $798,307

(1974—%771,409) represents the shareholders’
share of the net increase in unassigned
surplus for the year.

Auditors’ Report to the Policyholders and Shareholders

We have examined the balance sheet of
The Sovereign Life Assurance Company
of Canada as at December 31, 1975

and the statements of revenue and
unassigned surplus for the year then
ended. Our examination included
verification of the cash and investments
in bonds and stocks by certificates from
the depositories, a general review of
the accounting procedures and such

tests of the accounting records and
other supporting evidence as we
considered necessary in the
circumstances. The reserves and other
liabilities under the various assurance
and annuity contracts are stated at
amounts certified by the company’s
actuary.

In our opinion, based upon our

January 28, 1976

examination and upon the certificate of
the company's actuary, these financial
statements present fairly the financial
position of the company as at

December 31, 1975 and the results of

its operations for the year then ended,
in accordance with accounting practices
appropriate to the insurance laws of
Canada applied on a basis consistent
with that of the preceding year.

Coopers & Lybrand
Chartered Accountants

Board of Directors

William J. Anderson, Q.C.
Toronto, Ont.
Partner, Gardiner, Roberts

Roger H. Charbonneau, C.A., M.B.A.
Montreal, Que.

Dean, Ecole des Hautes Etudes
Commerciales de Montréal

Cameron C. Gray, M.D.
Toronto, Ont.

Roger Lachapelle

Montreal, Que.

President & Managing Director
Meagher’s Distillery

Joseph S. Land
Toronto, Ont.
President, IAC

William R. Livingston, C.L.U.
Toronto, Ont.
President & Managing Director

Keith H. MacDonald
Toronto, Ont.
Chairman of the Board, IAC

Douglas W. Maloney

Toronto, Ont.

Executive Vice-President & Senior
General Manager, |AC

Stanley F. Melloy
Toronto, Ont.
Executive Vice-President — Finance, IAC

Robert E. Moore

Winnipeg, Man.

Partner, Moody, Moore, Duncan, Rattray,
Peters, Searle & Christie

Lyndon E. Nichol

Rancho Santa Fe, Calif.

Retired, Director & former Chairman
of the Board, IAC

Frangois P. Paradis

Toronto, Ont.

Senior Vice-President & General
Manager—Operations, |IAC

James H. Sutherland, C.L.U.

Toronto, Ont.

Vice-President

Arthur J. Vincent

Winnipeg, Man.

President, Smith, Vincent & Co. Limited
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Officers and Directors

Top Row: R.E. Campbell. Senior Vice-President; D.W. Maloney, Executive Vice-President; B.F. London, Niagara Fresident; S.F. Melloy,
Executive Vice-President; A.P. Bolin, Senior Vice-President.
Front Row: F.P. Paradis, Senior Vice-President; J.S. Land, President; K.H. MacDonald, Chairman; W.R. Livingstan, Sovereign Prasident.

Officers

Chairman of the Board
K.H. MacDonald

President

J.S. Land

Executive Vice-President and

Senior General Manager

D.W. Maloney

Executive Vice-President — Finance

S.F. Melloy

Senior Vice-President and

Deputy Senior General Manager

R.E. Campbell

Senior Vice-President and General Manager -
Operations

F.P. Paradis

Senior Vice-President and General Manager—
Business Development

A.P. Bolin

Vice-Presidents

J.Y. Buchanan

W.P. Davidson

L.G. Gravel

R. Hémond

W.E. Hoddinott

S.S. llaqua = Treasurer

R.K. Jackson

N.V. Keyes

B.F. London

E.W. McCracken

D.A. Rattee

W.J. VanWyck

Assistant Vice-President and Secretary
C.R. Stewart

Assistant Vice-President and Comptroller
J.J. Tors
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Assistant Vice-Presidents

T.R. Bailey A.S. Mackay
J.C. Biron R.V. MacNeill
G.J. Chevrier V. Mousseau
G.C. Clerk B.S. Mowatt
W.V. Daly J.R.A. Noél
P.A. Dick C.W. Regan
J.H. Dionne R.S. Tunnoch
K.G. Inch J.L. Warren
D.H. Lyons K.E. Woodall
Directors

Peter F. Bronfman

Montreal, Que.

President, Edper Investments

Ronald L. Cliff, C.A.

Vancouver, B.C.

Chairman, Inland Natural Gas Co. Ltd.

Harold Corrigan, C.A.
Toronto, Ont.
President, Alcan Canada Products Lid.

E. Jacques Courtois, Q.C.

Montreal, Que.

Partner, Laing, Weldon, Courtois, Clarkson,
Parsons & Tétrault

Frank M. Covert, Q.C.

Halifax, N.S.

Partner, Stewart, MacKeen & Covert
John S. Dewar*

Toronto, Ont.

President, Union Carbide Canada Limited
Conrad F. Harrington

Montreal, Que.

Chairman of the Board,

The Royal Trust Company

Peter Kilburn*
Montreal, Que.
Chairman, Greanshields Incorporated

David Kinnear®
Toronto, Ont.
Director, Eaton’s of Canada Limited

Joseph S. Land*
Toronto, Ont.
President

Louis A. Lapointe, Q.C.

Montreal, Que

Chairman, Miron Company Limited
Keith H. MacDonald*

Toronto, Ont.

Chairman of the Board

Douglas W. Maloney*

Toronto, Ont.

Executive Vica-President

Lyndon E. Nichol

Rancho Santa Fe, Calif.

Retired, former Chairman of the Board

Charles I. Rathgeb*
Toronto, Ont.
Chairman, Camstock International Lid.

Renault S. St-Laurent, Q.C.

Quebec, Que

Partner, St-Laurent, Monast,

Walters & Valliéres

James C. Thackray

Montreal, Qua.

Executive Vice-President, Bell Canada
Dennis K. Yorath

Edmonton, Alta.

Vice-Chairman, IU International Corp.

*Member of the Executive Committee of the Eoard
as at December 31, 1975



Banks with which lines of credit are established

Canada

The Royal Bank of Canada

Bank of Montreal

Canadian Imperial Bank of Commerce
The Toronto Dominion Bank

The Bank of Nova Scotia

Bank Canadian National

The Provincial Bank of Canada

The Mercantile Bank of Canada

Bank of British Columbia

U.S.A.

Morgan Guaranty Trust Company of New York
Bank of America

Bankers Trust Company

Chemical Bank

Continental lllinois National Bank

and Trust Company of Chicago
Crocker National Bank

First National City Bank

French American Banking Corporation
Harris Trust and Savings Bank

Irving Trust Company

Manufacturers Hanover Trust Company
Marine Midland Bank—Western

Mellon Bank NA

National Bank of Detroit

National Bank of North America
Schroder Trust Company
Seattle-First National Bank
Security Pacific National Bank
The Bank of New York

The Chase Manhattan Bank NA
The First National Bank of Boston
The First National Bank of Chicago
The Northern Trust Company
United California Bank

Wells Fargo Bank NA

Transfer Agents

Common Stock

Montreal Trust Company
Montreal, Toronto, Winnipeg, Regina,
Calgary and Vancouver

The Bank of New York
New York

Preferred Stock

The Royal Trust Company
Montreal, Toronto, Winnipeg, Regina,
Calgary and Vancouver

Auditors

Coopers & Lybrand
Toronto, Chartered Accountants

Registrars

Common Stock

Canada Permanent Trust Company
Montreal and Toronto

The Royal Trust Company
Winnipeg, Regina, Calgary and Vancouver

The Bank of New York
New York

Preferred Stock $100 Par Value

Montreal Trust Company
Montreal, Toronto, Winnipeg, Regina,
Calgary and Vancouver

Preferred Stock $25 Par Value
Guaranty Trust Company of Canada

Montreal, Toronto, Winnipeg, Regina,
Calgary and Vancouver

Stock Listings

Montreal Stock Exchange
Toronto Stock Exchange

Vancouver Stock Exchange—Common Stock only

PRINTED IN CANADA
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