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inancial Summary

1986 1985
“_
ASSASS000) 2 50 St =l T e T e e 346,001 503,104
Shareholdersiicquity (S000) = . 15 8 e T 53,874 43,518
Revenuc/@ODOYS: "ei oo i i o e o el RS e 157,935 169,341
Netiloss (3000)p =511 o 0 o SR AT 26,998 44,886
Cash flow from operations (8000) . ... ... ... . ... ..... 30,882 51376
Common shares outstanding (millions) ... ... ... . .. . . .. 215 182
Netloss per.commonshare(§) 0. 0 & o AL DS e g 0.15 0.25

ccomplishments in 1986
Debt reduction of $167 million.

Substantial reduction of losses.

Increase in shareholders’ equity to $54 million.

Varsity Park, Regina




etter to Shareholders In response to the challenging economic

environment of 1986, Nu-West management adopted a conservative

program for managing the Company’s finances, operations and assets.
T e B e | S A A P e £ 2 1 e e ) O R

Pursuant to the program the
Company disposed of over $157
million of properties and investments
in 1986, limited new recal estate
acquisition and development, and
implemented a comprehensive equity
refinancing which retired substantial
bank and public debt and raised new
capital. The successful execution of
this three-pronged program has
placed the Company in a position to
realize optimum value on its remaining
asscts and return to profitability.

The equity refinancing enabled
the Company to regain its financial
strength. Cramer Rosenthal McGlynn,
Inc., investment advisors, advised
the Company in the transaction
which included the retirement of
$107 million of corporate debt, the
cancellation of 82 million Special
Common Shares, Class A, and the
private placement of 110 million
Special Common Shares, Class B for
$22 million. The new investors are
primarily U.S. residents who have a
familiarity with complex investments,
corporate reorganizations and real
estate. Eleven members of Nu-West's
senior management also made sub-
stantial personal investments in
the Company.

Nu-West's conservative
operating strategy included a realistic
approach to writing down, where
appropriate, the book cost of each
asset to its estimated net realizable
value based on current market
conditions and the ability to sell the
assets over the next few years. The
net loss for 1986 amounted to
$27.0 million (including $35.0 million
due to asset writedowns) versus
$44.9 million for the year 1985
($38.7 million in writedowns). Also
included in 19806 operating results
were $20.6 million in extraordinary
gains relating to the equity
refinancing transaction and other
debt settlements. Extraordinary gains
in 1985 were $17.2 million.

Despite the 19806 net loss,
shareholders’ equity increased to
$53.9 million (or 80.25 per share)
from $43.5 million (or $0.24 per
share) in 1985. The new equity
as well as debt settlements under
Nu-West's Plan of Arrangement were
responsible for this enhancement to
net equity.

During 1986 the Company’s
markets were impacted by a number
of adverse economic developments.
The decline in petroleum prices, for
example, had a particularly negative
impact on our real estate assets
located in oil production centers such
as Colorado and Alberta. The elimina-
tion of certain tax advantages of real
estate ownership and development in
the U.S. under the U.S. Tax Reform
Act of 1986, and an unprecedented
number of failures or difficulties at
financial institutions have contributed
to deterioration of real estate values
in many regions.

As part of its plan to ration-
alize assets, Nu-West made a number
of dispositions during 1986. Included
was the sale of Nu-West, Inc.’s
holding of Western Savings and Loan
Association Series A Cumulative
Preferred Shares for $26 million
(U.S.). In addition to the normal
development and sale of finished lots
to builders, Nu-West sold land
holdings in Alberta, British Columbia,
Ontario and California. Other asset
dispositions in 1986 included four
office buildings, four shopping
centers and two hotels. The
disposition of these properties
generated substantial cash, reduced
debt and improved operating
efficiencies.

The 1984 Plan of Arrangement
will end on December 31, 1987. This
Plan has resulted in a successful
restructuring under which all
creditors’ interests were represented
and settled on a consistent and
equitable basis. Creditors were also



Board of Directors left to right: Gerald Cramer.,
Ches McConnell, Brian Hodgson, Thomas Israel

afforded the opportunity to
participate as shareholders in
Nu-West's financial recovery.

Nu-West intends to pursue
a flexible strategy given the expec-
tation of a difficult real estate
environment for the balance of the
1980’s. The most important job at
hand is the continued development
and sale of the Company’s existing
real estate assets. Investments in
Cairns Homes Limited, Nu-West
Florida, Inc. and Carma Ltd. will
continue to be closely monitored and
appropridate strategies pursued as
conditions warrant.

The Company intends to
establish a substantial cash fund to
finance one or more new acquisi-
tions. The Board of Directors has
approved the process and criteria for
the pursuit of new opportunities.
Given the seller’s market for quality
businesses with good operating
results and strong management,
Nu-West will attempt to be creative
in its investigation of new opportunities
but conservative and patient in its
follow-through. Successful imple-
mentation of this strategy over time
should produce future earnings which
will enhance the value of the
Company’s stock.

On behalf of the Company and
its Board of Directors, we wish to
extend our gratitude to The Toronto-
Dominion Bank and the Bank of
Nova Scotia for their important role
in the 1984 and 1986 restructurings.
Their support during the past four

=

Stepben McConnell, Michael Maber.

years has ensured the survival of the
Company to the benefit of all
creditors and shareholders. Special
thanks are extended to retiring
directors Gig Field, Earl Joudrie,
Ronald McKinlay, David McLean,
William Poole, Graham Walker and
Lewis Wright. Mr. Field had served as
Chairman of the Board since 1985
and Mr. Joudrie was President from
1981 through 1985. These gentlemen
provided the necessary guidance to
survive the dramatic change in
business conditions. Due to the
retirement of these directors, Gerald
Cramer, Thomas Israel and Brian
Hodgson joined the board on
December 16. 1986. Recognition

is also due to Mike Geddes, Bob
Medearis and Lorne Pratt, retiring
directors of Nu-West, Inc.,

for their time and effort in that
COompany’s success.

We welcome our new
investors and wish to thank all other
shareholders, creditors and
emplovees for their continued
patience and support.

Y
/

Gerald B. Cramer
Chairman of the Board

Stephen A McConnell
President & Chief Executive Officer

Ct@wﬂ/&‘—/




u-West’s Commitment to the Future Between 1982 and

1986, Nu-West was forced to learn to survive one of the most

dramatic economic declines in recent memory.

We developed specific
expertise in:
* selling real estate in a difficult
environment (over $700 million of
properties were sold between 1982
and 1986)
consolidating operations, reducing
overhead and improving
cfficiencies
e restructuring the liabilities and
equity of the parent company and
various subsidiaries
* maintaining a conservative,
financial approach to conducting
daily business activities.
Nu-West intends to utilize
the experience of its management in
maximizing the value of its existing
assets and in seeking new opportunities.
Due to our concerns with respect to
future real estate markets, the Company
expects to develop out and sell a
major portion of its existing real
estate portfolio over the next 3 to
5 years.
The true challenge comes in
reinvesting in new opportunities. As a

result of the dramatic decline in
interest rates and the high valuations

good value is presently difficult to
find. Management will, however, be
patient and thorough in the pursuit of
attractive acquisitions and will not
stray from a disciplined approach.
The Company will consider a broad
range of industries located in either
Canada or the United States, particu-
larly where a strong management
team is in place and motivated
to perform.

The equity refinancing
completed in December, 1986
has brought to the Company more
than just financial returns. Among the
new investors are individuals and
companies with extensive experience
in investments, real estate, and
corporate reorganizations. Their goal,
and the goal of management, is to
return Nu-West to profitability so
that all shareholders will realize
maximum value on their investments.

CORPORATE ORGANIZATION

Nu-West Group Limited

(Alberta)
l 1 99%
100% Nu-West Developments 1% Nu-West Developments
(Alberta) Ltd. (a partnership)
(Alberta) (Alberta)

100%

L —100%
Cairns Homes Limited

r
Cinnamon Ridge Development Co. Ltd. (Alberta)
(Saskatchewan)

| 100%

100 %
Nu-West American, Inc. Cairns Dcvlclopmcnts
(Nevada) Limited
m)% l]()u‘:;‘ (Saskatchewan)
Nu-West, Inc. Nu-Waest Florida, Inc.
(Colorado) (Florida)




u-West Developments owns and operates a variety of real

estate projects in Alberta, Ontario and British Columbia..

During 1986, revenue of $24 million was recorded by Nu-West

Developments’ operations, compared to $37 million in 1985. Net

operating results were improved as a result of increased efficiencies

and overhead reductions.

Alberta land operations
experienced a slow-down in 1986
due to problems plaguing the petro-
leum industry. New land servicing
which had originally been planned
for 1986 was deferred, although
approvals on various properties were
obtained which will benefit future
development. The company success-
fully marketed more than
150 serviced lots and various
residential and commercial sites
in Calgary and Edmonton. In addition
to its land development operations,
the company owns or manages in
excess of 1,000 residential rental
units in Calgary.

During the past year, Nu-West
completed the sale of the Landmark
Inn hotel and Northwood Park Plaza
shopping centre in Thunder Bay,
Ontario, as well as miscellaneous land
holdings in various areas of Northern
Ontario. Certain planning steps were
also initiated to improve the market-
ability of our remaining Thunder Bay
assets.

Servicing was completed on
57 lots in the Green Timbers project
in Surrey, British Columbia. The
majority of these lots as well as
certain other land holdings in the
Vancouver region were sold during
1986.

Current plans are for the
continued sale of real estate assets in
Canada to maximize cash available for

Left to right: Doug Watson, Wayne
Schellenberg, Brian Hodgscn, Judy Madill,
Fred Woodbeck

reinvestment. An ordetly program of
rationalizing and maxirnizing asset
values, which may include further
development of certain existing land
holdings, will be followed over the
next two to three years. So far this
vear, in excess of $28 rnillion of real
estate has been exposed to the market
and several major sales are expected
to be completed shortly, Operations
and overheads will continue to be
reduced in line with business activity.




Roy Grozell, Tom Shepberd

airns Homes Limited recorded revenues of $71 million in

1986, compared to $51 million for the previous year. Profits for the

year were enhanced due to increased business volume and reduction

in debt service costs resulting from the refinancing completed in

1985 and early 1986.

Cairns’ subsidiary, Cairns
Developments Ltd.. is the leading
residential builder and developer in
the province of Saskatchewan and
continues to command a significant
share of the market for new homes
and residential lot sales in Regina
and Saskatoon.

During 1986, Saskatchewan
activities included:

e Sale of more than 350 new homes,

¢ Development and sale of 586
residential lots.

* Acquisition of additional ownership
interest in the Wascana View
subdivision in Regina. A unique
conceptual plan for the area has
been developed and the first phase
of the subdivision has been
successfully marketed. On-site
development began in March, 1987.

Cairns Developments Ltd. is
also active in the ownership and

Whyte Ridge, Winnipeg

management of commercial properties
and the development and construc-
tion of small office buildings.

Winnipeg operations also
made 2 positive contribution to 1986
results through the development and
sale of more than 200 lots in the
Whyte Ridge subdivision. Development
of an additional 350 lots is planned
for this subdivision in 1987.

Cairns Homes Limited’s
Alberta operations continue to
produce losses due to lack of demand
for the type of real estate holdings
Cairns has remaining in this dis-
continued operation. Good progress
was made during 1986 in reducing
Cairns’ overall exposure to Alberta,
and this program will be continued in
order that Cairns can concentrate on
its profitable activities in the
Saskatchewan and Manitoba
residential markets.




Left toright: Gary Benedict, Sandra Strachota,
Bill Bruggeman, Jim Bourg, Vickie Sixta

u-West, Inc., headquartered in Phoenix, Arizona, develops

office buildings and planned business parks from its offices in

Phoenix and Denver, Colorado. It also has acquired commercial,

industrial and residential land parcels for improvement and future

resale.

The company disposed of four
office buildings, one each in Arizona
and Southern California and two in
Colorado, containing a total of
217,000 square feet of space.

Sales in 1986 also included:
¢ the four acre high-rise office site at

Central Avenue and Palm Lane in

central Phoenix, acquired in 1985
® 6.3 acres in Phase 2 of the 24th
Street Industrial Park in Phoenix
the Maui Lu Resort, a 175-room
hotel on 28 acres in Kihei, Maui,
Hawaii, that the company managed
and sold on behalf of its parent (the
sale closed in April, 1987)
® 135 acres of residential land in
Riverside, California
6 acres of commercial land in the
Gateway project in Colorado
Springs

Additions to inventory

included a 50% interest in a 266-acre
land parcel in Glendale, Arizona,
utilizing non-recourse financing. The
property, planned for industrial and
commercial development, is located
adjacent to the recently completed
Glendale Airport.

Planning and zoning were
completed and initial development
commenced on the 67-acre
industrial/commercial park at 75th
Avenue and Interstate 10 in Phoenix,

Airport Place, Colorado Springs

Arizona, as well as the 49-acre
hotel/retail/commercial park at
Greenficld Road and the Superstition
Freeway in Mesa, Arizona.

The Company’s 54,000 square
foot office building in Scottsdale,
Arizona's McCormick Ranch was
completed in March of 1986.
Although initial leasing activity was
slow, recent activity has strengthened
and leases are in place ror three
tenants occupying 12,000 square feet.

The majority of the Company's
real estate assets are located in
Arizona and Colorado. Both states
enjoy strong population growth and
highly positive long-term prospects.

Further real estate investments
will be scrutinized closely to ensure
success in a highly competitive
market which recently has been
adversely impacted by unfavorable
tax law changes.

The Nu-West, Inc. business
plan anticipates continued develop-
ment and sale of existing properties
over the next several years. The
Company will also proceed with the
sale of developed and mature
properties in its portfolin. Nu-West,
Inc. has an experienced and highly-
skilled development team in place to
accomplish those goals.

Lew Wright




Tim Kelly, Dave Graham

u-West Florida, Inc.’s principal activity has been the develop-

ment and operation of medium-sized shopping centres and quality

suburban office parks. Based in Fort Lauderdale, the Company has,

since 1978, been involved with more than 30 properties and has

developed approximately 2 million square feet of retail space and

over 500,000 square feet of office and industrial space.

Nu-West Florida continues to
hold its major real estate projects
pending maturity to permit sales at
maximum values. The second phase
of the Headway Office Park located
in Fort Lauderdale consists of three
3-storey buildings with total leaseable
area of 128,000 square feet. Despite
an overbuilt and extremely competitive
office space market, the property is
now 88% leased. Development of a
planned third phase of the park has
been deferred until some improvement
in the market takes place.

Loehmann’s Plaza, containing
165,000 square feet, in Clearwater,
Florida is 55 %-owned by Nu-West
Florida and has achieved 88% lease-

Fishermen's Village, Punta Gorda

up. Fishermen's Village, on the west
coast at Punta Gorda, consists of
67,000 square feet of rental and office
space, a marina and more than seven
acres of land held for future develop-
ment. The wholly-owned project
performed strongly during 1986 and
is now 97% leased. The 152,000
square foot California Club Mall in
North Miami was sold during 1986.

Nu-West Florida continues to
operate under a 1985 debt restruc-
turing through which the company
gained an improved financial position
enabling management to prepare for
future expansion when Florida
market conditions again allow careful
and conservative growth.




esidential Rental Properties

Number of Company's
Property Location Units Interest
“_
Croydon Court Calgary, Alberta 240 100%
Glenbrooke Court Calgary, Alberta 167 100%
Penbrooke Calgary, Alberra 100 100%
Canyon Glen Calgary, Alberta 170 100%

ommercial Properties

Number of Company’s

Property Location Square Feet Interest
EE e

Retail
Canarama Shopping Centre Saskatoon, Saskatchewan 54,000 50%
Sherwood Village Mall Regina, Saskatchewan 181,000 100%
Keskus Mall Thunder Bay, Ontario 166,000 50%
County Fair Plaza Thunder Bay, Ontario 74,000 100%
Delray West Plaza Delray Beach, Florida 76,000 37%
Fishermen’s Village Punta Gorda, Florida 67,000 100%
Loehmann’s Plaza Clearwater, Florida 165,000 55 %
Office
Rancho Solano Phoenix, Arizona 78,000 89%
Hayden Corporate Center Scottsdale, Arizona 54,000 88%
Airport Place Colorado Springs, Colorado 43,000 50%
Headway Office Park II Fort Lauderdale, Florida 128,000 100%




and Holdings in Various Stages of Planning and Development

Intended Number of Company's

Property Location Use (1) Acres Interest
#
Canyon Meadows Calgary, Alberta R 33 100%
Erin Woods Calgary, Alberta REIG 14 100%
Prominence Point Calgary, Alberta R 14 100%
Calgary Arboretum Calgary, Alberta C 4 100%
Eastgate Business Park Edmonton, Alberta Gl 6 100%
Eastgate Business Park Edmonton, Alberta C, 1 7 50%
Wye Road Edmonton, Alberta G 10 100%
Beaumont Beaumont, Alberta R,C 15 100%
Okotoks Okotoks, Alberta R, C 15 50%
Lakewood Regina, Saskatchewan R 21 100%
Parkridge Regina, Saskatchewan R 207 100%
Huntington Regina, Saskatchewan R 10 58%
Dundonald Saskatoon, Saskatchewan R 20 100%
Lakeview & Lakeridge Saskatoon, Saskatchewan R 68 100%
West Global Surrey, B.C. R, G 12 100%
Coquitlam Business Park Coquitlam, B.C. C 26 100%
Harbours Gate Nanaimo, B.C. R 77 100%
Whyte Ridge Winnipeg, Manitoba JORGAST 106 80%
75th Avenue & I - 10 Phoenix, Arizona (B! 67 100%
24th St. Industrial Park Phoenix, Arizona I 4 100%
Pecos & McQueen Chandler, Arizona Gl 59 100%
99th Avenue and Bethany Home Road Glendale, Arizona M 2606 55 %
Greenfield & Superstition Mesa, Arizona M 49 73%
Centennial Airport Aurora, Colorado C 119 100%
Union Square Lakewood, Colorado C 4 100%
Gateway Park Colorado Springs, Colorado M 117 50%
Thornton Thornton, Colorado R 145 50%
Professional Square San Juan Capistrano, California C 13 100%
Fishermen's Village Punta Gorda, Florida M 8 100%
(1) R = Residential

C = Commercial

I = Industrial

M = Mixed Use




ong Term Land Holdings

Property

Location

Intended
Use (1)

Number of

Acres

Company’s

Interest

“_

Erin Woods
Sandstone
Scenic Acres
Cold Lake
Okotoks
Eastview
Wascana View East
Westridge
Lakeridge
Murray
Southridge
Westlands
Whyte Ridge
Riverside
Pinetop Lakes

Las Vegas

Calgary, Alberta

Calgary, Alberta

Calgary, Alberta

Cold Lake, Alberta
Okotoks, Alberta

Red Deer, Alberta
Regina, Saskatchewan
Regina, Saskatchewan
Regina, Saskatchewan
Regina, Saskatchewan
Saskatoon, Saskatchewan
Saskatoon, Saskatchewan
Winnipeg, Manitoba
Richmond, B.C.

Pinetop, Arizona

Las Vegas, Nevada

roperties Under Management

Property

Radisson Village
Lynnridge Village
Lynnwood Ridge
Village Green
Cavendish Estates
Cedar Ridge Estates
Cedar Ridge Estates

4 Warehouses

= Residential
= Commercial
= Industrial
W = Warchousing

(1) R
C
|

Location

Calgary, Alberta

Calgary, Alberta

Regina, Saskatchewan
Regina, Saskatchewan
Regina, Saskatchewan
Regina, Saskatchewan
Saskatoon, Saskatchewan

San Antonio, Texas

R,

R

1

o

Type (1)

Number
of Units

94

164

102

100%
33%
100%
50%
50%
50%
75%
55%
100%
25%
100%
35%
80%
100%
100%

100%

Number of

Square Feet

44,000




1 ; 86 Financial Review Nu-West reported a consolidated

net loss of $27 million in 1986 compared to a loss of $45 million

in 1985. Sharcholders’ equity at December 31st, 1986 was $54

million ($0.25 per share) compared to $44 million (80.24 per

share) at the end of 1985.

During 19806 the Company
completed a refinancing in which:

e New equity of $22 million was
realized on the issuc of 110 million
Special Common Shares, Class B.

e Corporate debt, including bank
operating loans and public
debentures totalling $107 million,
was settled by cash payments of
$83 million.

* The operating lenders returned
82 million Special Common Shares,
Class A for cancellation.

* 562 million of cash was returned
from U.S. operations to assist in
settling the corporate debt.

As a consequence of the above
transaction, the Company reported a
gain on the refinancing, after costs, of
$20 million. This amount, as well as
317 million of foreign exchange gains
realized as a result of the transfer of
cash from U.S. operations, is included
in the Consolidated Statement of Loss
for the year. Extraordinary gains of
$17 million, arising from the sale
of oil and gas assets and debt settle-
ments, were recorded in 1985,

Operating losses for 1986 were
357 million, compared to $61 million
for 1985. The decrease in losses reflects
the continued reduction in overheads
and interest costs. Also, the Company
continued its policy of a thorough
review of asset values in the current
cnvironment, and consequently has
recorded writcdowns of $35 million in
1986, compared to $39 million in 1985.

Consolidated revenues of §158
million were down slightly from the
$169 million for 1985. This reduction
continues to reflect the discontinuance
of non-productive operations and
the overall reduced asset base. Cash
provided by operating activities was
$31 million. unchanged from 1985.
1986 cash flow also included the
realization of $37 million (Cdn.) on
the Western Savings and Loan Series
A Preferred shares by Nu-West, Inc.

The improvement in share-
holders” equity reflects the impact
of the 19806 refinancing as well as

further debt settlements under the
Plan of Arrangement implemented in
late 1984. The effect of the net loss
on cquity was partially offset by the
elimination of debt pursuant to the Plan
of Arrangement, including the settle-
ment of $10 million in debt obligations
through the issue of Special Common
Shares, Class A. Also during 19806,
projects with debt obligations of
$30 million were quit-claimed to the
project lenders resulting in a credit to
contributed surplus of $21 million.
Nu-West’s Canadian operations
recorded sales of $24 million, down
from the $37 million for 1985. This is
primarily due to the reduced asset base
in these operations. Losses were down
from 1985 levels, reflecting reductions
in interest and overhead expenses.
Cairns Homes Limited recorded
revenues of 371 million for 1980,
up from the 351 million in 1985,
reflecting increased sales in
Saskatchewan and Winnipeg. Cairns’
overall net income, however, continues
to be negatively impacted by the poor
performance and high debt service
costs related to Cairns” Alberta assets.
Nu-West, Inc. recorded a net
loss of $6 million (U.S.) in 1986
compared to a net income of 83
million (U.S.) for 1985. The 1986 loss
was primarily causced by asset write-
downs of $7 million (U.S.) Total
revenue was reduced to $23 million
(U.S.) in 19806 from $50 million (U.S.)
in 1985, due mainly to reduced land
sales. During 1986 Nu-West, Inc.
repatriated $45 million (U.S)) to the
parent company in order to assist in
its refinancing.
Nu-West Florida, Inc. incurred
a loss of $12 million (U.S.) during
1986 compared to a loss of 4
million (U.S.) for 1985. A portion of
this loss relates to writedowns taken
on certain assets in the amount of
87 million (U.S.). Operating revenuc
was 514 million (U1.S.) in 1986
compared to $5 million (U.S.) in
1985. 1986 results included the sale
of a major commercial property.



uditors’ Report

To the Shareholders of
Nu-West Group Limited:

We have examined the consolidated balance sheet of Nu-West Group
Limited as at December 31, 1986 and the consolidated statements of loss,
deficit and cash flow for the year then ended. Our examination was made in
accordance with generally accepted auditing standards, and accordingly
included such tests and other procedures as we considered necessary in the
circumstances.

In our opinion, these consolidated financial statements present fairly the
financial position of the Company as at December 31, 1986 and the results of
its operations and the changes in its financial position for the yvear then ended
in accordance with generally accepted accounting principles applied on a basis
consistent with that of the preceding year.

el e ¢ Sette
.&M/ W f \

Calgary, Alberta Chartered Accountants
March 27, 1987

M-l mEERT -

Headway Office Park I, Fort Lauderdale




ignificant Accounting Policies

December 31, 1986

(A) The Company's accounting policics are in accordance with the recommendations of the Canadian Institute of Chartered

1 1 = a (7 . 1] a1 > P i 2 ot »
Accountants which are substantially in accordance with recommendations of the Canadian Institute of Public Real Estate
Companies and the standards of the International Accounting Standards Committee.

(B) Consolidation and accounting presentation

The consolidated financial statements include:

(i) the accounts of all the Company’s subsidiaries using the purchase accounting method,

(i) the proportionate share of the accounts of the Company’s interest in incorporated and unincorporated joint ventures and
partnerships, and

(iii) the proportionate share of the net income or loss of affiliated companies in which the Company has a substantial imcrgs[.
The value of these investments has been adjusted to reflect the Company’s equity in the book value of the net assets of
these companics.

(C) Revenue
Housing sales (including land sold with housing) and sales of commercial and residential rental properties are recorded w hen
construction is substantially complete, the purchaser has accepted the building, an appropriate down payment has been
received and all other conditions of the sales agreement have been satisfied. Land sales (other than land sold with housing) are
recorded when the agreement of sale is unconditional and an appropriate down payment has been received. Rental revenue is
recorded as it is earned.

(D) Costing
Homes completed and under construction, land developed and under development, and land held for development are stated
at the lower of cost and net realizable value determined on a unit by unit basis. Direct carrying costs are capitalized to the
extent of net realizable value during holding, development and construction. Land is recorded as land held for development
during the planning and zoning process. Land is generally transferred to land under development when physical site work
commences with costs allocated on a saleable front footage or metre basis in Canada and on a relative sales value basis in the
United States. Land is transferred into homes under construction when the foundation is poured and, after completion, all
carrving costs are expensed as incurred.
Commercial and residential rental properties are stated at cost, which is net of reductions to net realizable value, less
accumulated depreciation. During construction and lease up periods, rental revenue and direct carrving costs are capitalized.
For accounting purposes. the lease up period cannot extend bevond nine months after substantial completion. After this time,
rent is recorded as revenue and all costs are expensed. Reductions to net realizable value are taken on rental properties if, in
the opinion of management, a permanent impairment in their value has occurred.
For operations in Canada. direct carrying costs include interest related to the property and property taxes. For operations in
the United States, direct carrying costs also include an allocation of general interest costs based on the Company’'s equity in
the property, in order to conform with the Statement of Financial Accounting Standards No. 3+ issucd by the Financial
Accounting Standards Board in the United States.

(E) Depreciation
The Company follows the sinking fund method of accounting for depreciation of rental properties whereby building costs are
charged to operations over the estimated useful life of the properties, of 40 to 50 years, in annual amounts increasing at the
rate of 5% compounded annually. Fixed assets are depreciated on the diminishing balance basis at rates from 5% to 30%.

(F) Foreign operations
The accounts of foreign operations are translated into Canadian dollars using current exchange rates, Unrealized gains and
losses arising on the translation of foreign currencies under this method are deferred and included as a separate component of
shareholders’ equity.

(G) Accounting for the Plan of Arrangement (the Plan)
Share capital has been credited for the full amount of indebtedness settled by the issuance of shares.
Contributed surplus arising on the settlement of debt by quit claim is recognized on the effective date of settlement

The full amount of interest settled in shares is charged to interest expense and credited to share capital. The full amount of
interest accrued and deferred on project loans is charged to interest expense and included in debt secured by real estate and
other sccured debt.

Gains on scttlement of debt not included in the Plan are included in income.




onsolidated Balance Sheet

December 31, 1986 Note (In Thousands of Dollars)
Reference 1986 1985
[RHeE e L s e

(Restated -
See Note 11)

ASSETS
G o LN T 16,892 23,041
Cash-with: restriCtedaSARE . = « wwn o 5 v s o fns o ows & % s © WEHEG 8 HEE K 5 TR T A S S 12,008 17.961
ReCeivables o o 2 43,886 63,369
IAVESENEIES v v van = o i & 5 o & wves & oiees el T L T T TTITT 3 22,899 60,301
Real Estate
Homes eompleiad and HNderConSrueion « - wus « 2 son v wam w o cww 5 mases » e 5 ¢ oas 4 13,175 13733
Land developed and under development. . ... ... Lo o 51,261 57153
Eanid held: for develOPInEnt: s « wop o ¢ vowi 5 5 08 % 055 ¢ 5 e © 5 oeh § D00 ¢ 558 & W ; 4 87,911 108,666
Commercial properties
UNAELCONSITNCHON 55 5 5o & e & 5 wek o 5 555 5 5t 5 £ 0050 % 8 055 5 oem 7 v 0es8 5 055 & 3 567 6.230
INCOMEPLOAUCINRE o « s s 5 s o o wsime % 5 Fm 5 S 5 % Sev & iy 5 W0 § ¥ Fsle o e % ¥ 5 78,598 121,655
Residential rental properties
Intome:prodOCInG wo: s cov o v o 5 ame 5 0 esm & oom @ 6 v % ST § SR D YL VI 5 13,781 17,993
FIXEA Q85BES . . . o oottt et e e e e e e e e e e e e e e e 5 2,472 2,911
OHELTASSCIE s 5 « w5 & W & fonm § % Feue & 3 e & ST 5 SR 5 ¥ AN B e B ¥ G B AN W 8 SEE S B 2,551 1.091
346,001 303,104
LIABILITIES
BankiOperating l0amn5st, vue « o soim o o 5 6 biom o s o o i 5 e 6 S s e 8 R S Ty 1.6 32,268 110,110
Pavableés-and Acerials e s sine L saaid 660 5 SRE R0 URD 2 Do S 8 05 2 £ U 4 50 5 Y 9a 1 40,201 22.271
Debtisecured DY tEalBSEALE: 1 wous o o i susms & 5 smos 3 6 s & sioms @ 5 Grie & MR 8 e B & G W 7 171,63 220.273
PUbLICAEhENtres: . . . ..o 5 5 vuwe o o 055 6 Seie 5§ UEE 5 5080 5 LR U P AR S EOD 4 5 EEH 5 8 By 4 1 — 37.304
GEherSEeUrEdidelit o v s & 5 o = sasmme w5 o oEee 5% w0 s % SR B S B SRR R S 8 6,983 15,473
URSECULAIAEDL ... . o covs o o vseir & mms o s o St @ somsed B 4hio o o eikd & 5 e o HEH § ¥ S 3 6 9 3,004 3,534
DElEETeU INMCOMIE urin o e 5 & i o o 5 8 G0e = 5 ey o SESes o Save 5 @ s ¥ Sanms ¥ Gl @ 8 s o 3 75 2,095
254,168 421,660
Term preferred sharestof subsidiary COMPANIES . o 5 e v s 6 v sams w8 s v e 5 & @i 5 o 10 37,959 37,926
CONUNZENCIES | s o rovie v o wve = e 4 rssss = o sistie w smimis 3 wine = @ oode 1 Sxeiem % 2ens o b riese = 3 10
SHAREHOLDERS' EQUITY
SHALE CAPIAL & & saw v o s v g o v moss & 0 900 © & g 5 WoWais & S 5 B SR @ WA S WS Y PR 5 8 1,12 345,905 519,431
IDERICHT .o o Mo ve 0 siinse o0 = cnome o whapase i myesn e GhENS = shstbis © mss b e > Kaehr o see S S s (604,953) (577.955)
CONbuTed BULPIL: covm ¢ spn = 0w & 4 a2 e e 4 e B B SRR B SR Y E R € 8 EGR T SR R 2 8 13 301,797 75,478
Cumulative translation adjustment .. ... .. 19 11,125 20,564
53,874 13,518
346,001 503,104

Approved by the Board:

Director

5\%7’& /‘74 m %ﬂnj Director




onsolidated Statement of Loss

Year Ended December 31, 1980 Note (In Thousands of Dollars)
Reference 1986 1985

Real estate revenue

HOUSINE SAIES: v v o cioie v o i ¢ o wim 3 oo w0 st 1 o v b n wns o mmne 4 0 b 8 BE G Py 36,803 30,305
Commercial and residential rental property sales ..o o0 o oo 52.225 8.3914
FARd SA1EE 5 5 oo & 5 s b iisios 0% swine @ swipss = s o s s X GRS o Siass s o seeie 6 5 Bk ¥ SR G 406,781 80,407
ReOtal PEVEMUEC, ... . . o - Seis 5 B S0 6 4 SO0 5 000 § ¥ SU0 F 0 o bem § & @ & e B s 5 e 22,74‘3 24,230
Dividend FevVENUE . 5,243 9.630
IhEETEVENE . v v o s o e 55 5 Srene & B605 & S 3 B0 B 4 ZER & GX50 ¢ 5000 & & S0 9 & S0 W & S5 14,142 16,175
157,935 169.341
GOSETOTSAIES 1 v o 1 1 s & e & s & % s e SO ® 4 SN 6 SRR 4 IR R SOH B % Se 4 TR % s 119,887 119,939
Operating expense . ... .. T B B Rl 4 E SR E DA B E UG B N g e s @ st s : 19,748 24,002
Interest not subject to the l’I ELTE: 3 e om0 Sesssn ) & S 0 6 W o e 6 e e 12 . I 20.8806 26,181
Dividends on term preferred shares of subsidiary companies . ... ... oo oo 10 2857 5306
Items subject to the Plan
TITEETESE s o e svis w0 t seme o momsen x sk 5w SO0 3 S0 5 6 GO0 % b & 4 0650 G005 D5 5 9D B ¥ Sg 14 14,625 17.965
OUNCT COSES © o o o e e e 626 1,708
Reduction to:net realizable YaAIUC, ... v v covir v vwr o s io ¢ bume # § G s ¢ 6008 3 8 ias ¥ U85 5 8 s 34,972 38,709
DEpréciationaAnd AMOTHZAON « o con v v 6w & @ o s = o wss o s e 5 e 1,691 1,599
215,292 230.639
LossS from OpPerations . .. ... cc v wvn i ome i iecii i sions U e T (57,357) (6G1. 298)
Equity in net loss after income taxes of affiliates and oil and },1\ U[)tl AELORS e 5 sy s s (299) (831)
Provision for settlement of contingent claims . . . ... ... ... L L 16 (6,500) —
Realizatom o foreignieXxehanSe @aing » v s = o o wams 6w v 5 20 9 W05 & 00 S 9 MG ¥ 8 19 16,589 =
Nev 1ossibefore X traotdiNaAtY IEEMS s o o wsm 4 w5 soemsns = soms = & o @ & U (47,567) (62,129)
EXTraAQrdinaryillems. ..o o cocus o & i v G000 5 mbi® 5 6oimi & HE6 8 Do B EEN & % aag 4 0 e I 20,569 17,243
NEE V0SS! - piors & vorvis = Soms & 5050 7 5 26m 5 700 B 3 0000 5 T % 5 ONeE T e TS Ne S D A 5 e 15 (26,998) (14.880)

onsolidated Statement of Deficit

Year Ended December 31, 1986 Note (In Thousands of Dollars)
Reference 19806 1985

(Restated)

Deficit, January 1

A5 previously TEPOREEd « . = o owm o s 5 soon 50 2w o amre % 5 T B ags B T A b G ® 6 0 3 579,837 534,951
Adjustment of prior year's inCome [AXeS . . ... ... .. 11 (1,882) (1,882)
ASTESIARE. ... . ooy o o B e AR S NG BUR Y R B D oS & UEG G DT S Sem 4 T 5 y 577,955 333.0069
NCT LOSS o o o e 26,998 11,880

Deficit, December 31. ... ... ... ... 604,953 377,955




onsolidated Statement of Cash Flow

Year Ended December 31. 1986 Note (In Thousands of Dollars)

Reference 1936 1985
“_

CASH PROVIDED BY (USED IN):
OPERATING ACTIVITIES:

Loss from operations . ......... . ... ... . o (57,357) (61.298)
[tems not requiring cash from operations:
Reduction to net realizable value ... ... ... . . 34,972 38.709
Depreciation and amortization . ... 1,691 1.599
Items subject to the Plan:
MILEBESE: & o oo = 50 s 3 3508 3 51655 6 6 HAH = e sm 5 s 1 s 5 i 6 .S58 1 E 6 o 14,625 17.965
MILHEEEEIREE & % 5 i = o somn o g siiic & mwns & 258 50 B0 8 B 0555 . G s o ot st 626 1,708

Changes in the following operational balances after adjusting for the impact
of the Plan:

Cash with restricted USAEEC ... 5,953 3.040
CHID . o i o v s oo o s, 5 S 5 500 s Besne s e, o 820 889
Payables and accruals .. ... ... 2,067 (5.474)
INCERTERRE RN . ; wegn o 2 e 0 0 s 2 5 5B B 5 B s e o (2,622) 2.301
Receivables less specificdebt ..o o0 6,029 14.062
Real estare less specificdebt .. .......... ... ... . . . . . . . . . 7 24,078 17,875
Cash from operating activities ............ .. ... .. . . . 30,882 31.376

INVESTING ACTIVITIES:

Lz 37,792 (1,228)
Sale of oil and gas properties . ... ... . - 9,075
Cumulative translation adjustment. . ... ... . 7 1,150 4,042
FIXed 2sS€1s . ... .. .. it i 20 (179)
Cash from investing activities . ............. ... ... . . . . . 38,962 11.710

BINK GPETHINBIOANS . - oon s 2wt & € 600 5 5 B8 8 Faun o somsen o some s siei it 8 w1558 4 5 S0+ Say & (61,257) (37,949)
Debtsecured by realestate ..o o0 —- (17,508)
PUBIICAEBERINIRS ... » oo 2o vt 5 5 59555 WGB3 § 55510 2 - curn 1 s . st 5 o s e 0 i (31,767) (12,690)
UNSERUIBHAEDE i 2 555 5 1 v v ovin s s wimin = 5 s ¢ i 55 5 B 5 e e o (530) (1.010)
Term preferred shares of subsidiary COMPAanics . . ... ... ... .. ... ... (500) 29,926
Debt obligations settled by the issue of Special Common Shares, Class A ... ... ! (9,978) (22,270)
Issue of Special Common Shares. Class A under the Plan ... ... . 1 9,978 22,270
Issue of Special Common Shares. Class B forcash ... ... . . " 1 22,071 —
Issue of Common Shares forcash ............ .. ... .. . . .. . . " — 116
Costs related to the Refinancing ... . .. 7 (4,010) —
Cash used in financing activities .......... ... .. ... . . . (75,993) (39,121)
(Decrease) increaseincash ... ... . . (6,149) 3,965
CaSH, JATMACY T o . - wns v vt w2 50005 455595 5 5500 o svmse = m sesrm = momims o St = st 4 £ o 23,041 19.076

Cash, December 31 ................. ... i 16,892 23 041




otes to Consolidated Financial Statements

December 31, 1986

1. FINANCIAL RESTRUCTURINGS

Over the past three years, Nu-West Group Limited (Nu-West) has implemented two financial restructuring arrangements:

(a) Plan of Arrangement (the Plan)
(i) Implementation and Duration
After approval by Nu-West's creditors and shareholders, the Plan was sanctioned by a court order on July 30, 1984
and formally implemented on November 1, 1984. The Plan, subject to certain conditions, will be in effect until
December 31, 1987 (the Plan period). During the Plan period, pre-March 21, 1984 creditor claims, with certain
exceptions, are subject to a stay of proceedings.

(ii) Debt Reduction

The Plan provides for the reduction of debt claims by project lenders to the value of their underlying security.
Payments to the project lenders during the Plan period will be limited to the net cash flow realized from the
operation and sale of their respective security. The unsecured balance of this debt, including interest. was, or will be,
settled by the issuance of shares during the Plan period.

Project lenders and certain unsecured creditors have also been given the option to defer, to December 31, 1987, the
settlement of unsecured claims including any unpaid interest.

In addition, a portion of the debt claims of bank operating lenders, debentureholders and certain other unsecured
creditors have been settled by the issuance of shares.

Debt, including interest, has been converted to equity as follows:

(In Thousands of Dollars)
November 1,

1984 to
1986 December 31,

Debt classification Note Principal Interest Total 1985 Total
Bank operating loans .. ........... .. .. ... — 6,621 6,621 184,974 191,595
Public debentures ... . : 5= 5 vovs = 2es 5 © owm s 2 — 2,108 2,108 62,931 65,039
Debt secured by real estate . . ... ... L. 7 83 436 519 24,596 25,115
Unsecured debt. oo - 2 oo s vaem s s o 5w o 4 — — — 19,996 19,996
Contingent claims . . ... ........ ... ....... 16 730 — 730 9,037 9,767

813 9,165 9,978 301,534 311,512

Also, real estate has been quit-claimed under the provisions of the Plan resulting in a credit to contributed surplus.
The accounting is summarized as follows:

(In Thousands of Dollars)
Settlement of Debt Secured by Real Estate

November 1,

1984 to
December 31,
1986 1985 Total
Debt settled ... . . 30,392 159,363 189,755
Carrying value of real estatesr: v oo v v 5 4 oeh 5 5600 5 ¥ 060 % 240 & 5 997 5 8 9,648 83,885 93,533

Gredit to conthibuted SULPIaS: s pon 3 ow 5w ¢ s 5 X & w5 2 : ... 20,744 75,478 96,222




b

FINANCIAL RESTRUCTURINGS Continued

(i)

(iv)

The reduction to net realizable value includes $7.762.000 (1985 - $4,312,000) recorded on propertics quit-claimed to
project lenders under the Plan.

Project lenders, representing project debt of 520,439,000 (1985 — $48,872,000) and related real estate and receivables
with a carrying value of $7,624.000 (1985 — $24.455,000), have elected to defer settlement of unsecured claims. It is
not possible to accurately predict at this time the amount or method in which the unsecured portion of this debt will
be settled under the Plan.

Plan Exclusions

The Plan does not apply to trade creditors, customers. tenants, employees, the Crown and new credit received after
March 21, 1984 (other than credit provided for in the Plan). The Plan has no direct effect on the Company’s
operating subsidiaries. Certain of these subsidiaries are operating under their own debt restructuring arrangements
which include funding from their principal lenders. Management is sufficiently confident that these subsidiaries will
be able to successfully achieve their obligations under these arrangements to warrant the consolidation of the
accounts of these subsidiaries on a going concern basis.

At December 31, assets of $133.645,000 (1985 — 3152,430,000) and liabilities of $151.969.000 (1985 - $160,480,000)
relating to the accounts of these subsidiaries are included in the consolidated balance sheet. Nu-West is contingently
liable as guarantor of certain indebtedness of these subsidiaries. bur as these guarantees were issued prior to March 21,
1984, they are subject to settlement as contingent claims under the Plan. Included in the loss from operations is
314,552,000 (1985 - 85,393 000) related to the accounts of these subsidiaries.

Accounting Treatment

The objective of the Plan is the creation and preservation of shareholders” equity. Generally, increases in equity arise
on the reduction of debt claims by lenders to the current value of their underlying security and are recognized on the
sctrlement of debr obligations by the issue of shares or the quit-claim of real estate. Accordingly, settlements of such
debts under the Plan have been treated as capital transactions whereby increases in equity arise from credits to share
capital or contributed surplus, in accordance with the circumstances.

(b) Equity Refinancing

On December 16, 1986, after approval by the shareholders and debenturcholders, Nu-West completed an equity
refinancing (the Refinancing) which included the following:

(i)

(ii)

Issue of Special Common Shares, Class B

Nu-West issued 110,354,628 Special Common Shares, Class B to a number of new investors for cash consideration of
$22.071,000. The new investors included certain members of senior management of Nu-West and Nu-West, Inc. who
were issued 14,382,054 Special Common Shares, Class B for cash consideration of $2 876.000.

Bank Operating Loans
Bank operating loans of $69,907,000 were settled by cash payments totalling $53.778.000 and all related security
was released.

The bank operating lenders returned to Nu-West the 81.8 19,937 Special Common Shares, Class A issued to them
under the Plan, for cancellation for no consideration.

The bank operating lenders also waived interest accrued since October 31. 1986 and waived their right to any future
shares otherwise to be issued in settlement of their project loans and unsecured debts under the Plan.

Prior to completion of the Refinancing the bank operating lenders, as a result of their shareholdings and loan
agreements, had the ability to influence the operating and financial decisions of Nu-West and, accordingly, were
defined as related parties. As a result of the Refinancing, the bank operating lenders are no longer related parties.
During the period for which they were related parties in 19806, in addition to the transactions described above, the
Company incurred interest expense of $13.161.000 (1985 - $15,188,000) payable to the bank operating lenders and
issued 2,664,005 (1985 - 3,997,692) Special Common Shares, Class A to them in settlement of debt obligations.




1. FINANCIAL RESTRUCTURINGS Continued
(b) Equity Refinancing

(iii) Public Debentures

Indebtedness secured by public debentures of $37.082,000 was settled by net cash payments totalling $29,622,000
and all related security was released. Interest accrued from June 30, 1986 was waived and is included in the gain on
debrt settlement under the Refinancing.

The stated value of shares returned for cancellation has been charged to share capital and credited to contributed
surplus on the basis of the average issue price of the shares in the class.

As a consequence of these transactions Nu-West realized an extraordinary gain of $19,579.000 net of costs related to
the Refinancing.

2. RECEIVABLES

(In Thousands of Dollars)

1986 1985

(Restated -

see Note 11)

Secured receivables . . 34,284 49 814
Unsecured receivables

TEAAC © o o o e e e e 3,914 1.396

OTHEE...... .« oomr o ssmis ; sioda oo s o somman 5 e o Sl el 5 ERA B R % e B SGTE B £ e 4 DR KN R Y 5,088 9,159

43,886 03.3069

Collections over the next five years are scheduled to be: 1987 — $20,538,000; 1988 - 34.179.000: 1989 - §8,446.000; 1990 -

$839,000; 1991 - $401.,000; 1992 and subsequent — $9.483.000.

3. INVESTMENTS
(In Thousands of Dollars)
1986 1985
Investments (marketable) carried at cost:
Carma Ltd. (22,864,853 shares) . .. ... 1 1
Investments (non-marketable) carried at cost:
Western Savings and Loan Association (WSL)
200,000 Series A CumiGlative Preferfed Shates . .ow « s e v v 5w smin v smin 5 5 s 5 e % 5 om0 7 - 36,667
150,000 Series C Cumulative Preferred shares ... .. . 15,802 15,944
Utiited Financial COrPOTAtION & ¢ o ums o soom & 5 sin & o 5 & 5o & Sives & B Bns @ 5006 @ ¥ i § oesi 5 4 viwss % wis 5,929 8,200
(LT <] o o O VOV 0 O S Y DIRPS S P S L P 392 3212
Investments (non-marketable) recorded on equity basis:
DIlANAIEAS ASSEES e o v o ssmsin o 3 wmse o sire @ o pomst 5 S 1 RS % ST S A T e St B AR T N NEVAY B 5 775 2,010
OUNCLE 5 5 ooy 2 % s 5 0e 6 8 BhS § LonEi 4 olefh © 5 deig & GO0l % G Subts 1 500 & B DS 3 i T @ R WON G @ S E 4 — 195
22,899 066,301

The Company carries its investment in Carma Led. (Carma) at a nominal attributed value of $1,000. Upon implementation of
the Carma financial restructuring plan the dilution of the Company’s investment resulted in a change from the cquity to the

cost method of accounting.

The market value of the Carma shares at March 27, 1987, amounting to $3,315,000, reflects the last bid price at that date, and
is not necessarily representative of the amount that would be received by the Company in the event of a sale.

During 1986, the Company sold the 290,000 Series A Cumulative Preferred shares of WSL for a cash consideration of
$36,667,000. On September 5, 1986, the Company granted an option to WSL to repurchase the 150,000 Series C Cumulative
Preferred shares for $12,500,000 (U.S.) which has been extended to March 31, 1987,



4. LAND HELD FOR DEVELOPMENT

6.

. DEBT SECURED BY REAL ESTATE

19806

Land acquisition costs . ... ... ... .. G5 BB Shone o o e o % e 4 SR 1 B 6 6 6 R KO E e 6 e & R 83,23C
D el oD M G COSUS] o M s i 0 sy B 4f S5 & S8 7 3 Gl 2 0 SETH EE G b R € 0GRS DA B B DAl 9,858
Interest, property taxes and other COSUS ... ... L 6,790
OPUOD GEPOSITS. - v o visms o 5 s 5 5 5060 3 9 S 3 s & % Foete = 3 V5% & F4eeme @ SVE 5 0 DR 5§ SR G ¥ R B 8 Ba 68
99,952

Current reduction to net realizable value ... (12,041)
87,911

Additional expenditures required to acquire land under option amounts to $1.365,000 (1985 — $1.788.000).

SUMMARY OF DEPRECIABLE ASSETS

(In Thousands of Dollars)

1986
Accumulated Net Book
Cost Depreciation Value
Income producing real estate properties
Commercial ... 83,066 4,408 78,598
RESIASTTIAD 2« v ons @ vwein 5 0 wrvin @ % ciaes 3 8 eopss & Sodd § % DY 5§ SNV 5 S & 3 15,483 1,702 13,781
Fixed assets. ... 5,404 2,932 2,472

BANK OPERATING LOANS

(In Thousands of Dollars)

1985

101,178
11,018
11,206

30

123,432

(14.70606)

108,666

1985

Net Book
Value

124655
17,993
2.911

The bank operating loans relate to certain subsidiaries which are operating under their own debt restructuring arrangements.
These bank operating loans are payable on demand and are sccured by the assets of the subsidiaries including assignments of

receivables and certain cash accounts, charges on certain properties and floating charge debentures.

1986
Homes completed and under COnStruction . ... ... 6,182
Mortgages and interim financing, including accrued interest of $29,000 (1985 - $28,000), bear
interest on principal at rates varying from 9.0% to 11.3% - weighted average of 10.2% (1985 -
from 10.0% to 12.8% - weighted average of 10.5%)
Land developed and under development ..o 22,187
Mortgages, agreements for sale and development loans, including accrued interest of $2.062,000
(1985 — $3,525.000), bear interest on principal at rates varying from 10.3% to 11.3% - weighted
average of 10.7% (1985 from 10.3% to 12.0% - weighted average of 10.7%)
Land held foridevRIGRMERAL. . - w5 ¢ a6 w e o @ e 3 swmvey & e 5 9 ol % £ 0%0% & G088 ¥ © D% 5 000 8 & B 60,781
Mortgages and agreements for sale, including accrued interest of $5,654,000 (19835 -
$8.726.000), bear interest on principal at rates varying from 0% to 12.1% — weighted average of
9.8% (1985 from 0% 10 14.0% — weighted average of 10.6%)
Commercial PrOPETtiEs « vuw « o swm 5  oam 5 & s & Sem6 & wved § ¥ B0 0 E45 T & W6 5 5 005§ FEEE ¥ sen w 69,112
Mortgages. agreements for sale and interim financing, including accrued interest of $2.207, U()(]
(1985 — 52 .455,000), bear interest on prmup il at rates varying from 8.8% to 14.5% - weighted
average of 10.7% (1985 from 9.3% to 14.5% — weighted average of 11.8%)
ReESIAEtial TENTal PIOPETTIES » vmvin « & sme o wmess 4 & min & 3 w5 DA 0 RGNS & 5 oiefs & S 3 2008 5 5 9% § Saen 13,577

Mortgages, agreements for sale and interim financing, including accrued interest of SNil (1985 -
$97.000), bear interest on principal at rates varying from 0% to 19.0% - weighted average of
11.1% (1985 from 0% to 19.0% - weighted average of 11.4%)

171,639

{In Thousands of Dollars)

1985

3.566

80,774

16.729




7. DEBT SECURED BY REAL ESTATE Continued

Debt secured by real estate under construction and development is generally repayable when the related real estate is sold.
Debt secured by longer term assets, such as land held for development and income producing properties, is repayable at
varying dates.

Under the terms of the Plan, the stated repayment terms of pre-March 21, 1984 project loans of Nu-West of $31.267.000
(1985 - $55.260,000) are modified as follows:

— the term of the loan is the later of the stated due date or December 31, 1987,

— Nu-West has elected to keep current certain project loans. Payments on all other project loans will be limited to the net
cash flow realized from the operation or sale of the related security.

- claims of project lenders are limited to the value of the underlying security. Deficiencies on loans, including any unpaid
interest, are settled by the issuance of Special Common Shares, Class A, on the basis of one share for each $2.50 1o $6.00
of debt depending on the date that the deficiency is determined. Deficiencies are determined either on the basis of actual
sales, or valuation of the related security, The project lender is afforded various options as to when, during the Plan period.
to receive shares in settlement of loan deficiencies and unpaid interest. Also, under certain circumstances, project lenders
have the option to take title to the property in settlement of the related debt. In any case, any outstanding project loan
balances at December 31, 1987 will not exceed the value of the underlying security at that time. After December 31, 1987,
the project lender has the option to extend the loan on similar terms to those existing during the Plan period. or to take
title to the property in settlement of the related debt, subject to Nu-West's rights to arrange alternate financing,

Scheduled repayments are: 1987 — §70,969,000; 1988 — §35,647,000; 1989 — $19,697,000; 1990 - $7.112.000; 1991 -
§22,535,000; 1992 and subsequent — £15,679,000.

8. OTHER SECURED DEBT

Other secured debt includes accrued interest of $201,000 (1985 — $775.000) and bears interest on principal at rates varying
from 3.6% to 18.0% — weighted average of 10.3% (1985 from 0% to 18.0% — weighted average of 10.53%). Other sccured

debt of $5,395,000 (1985 - §12,942,000) is secured by receivables,

Under the terms of the Plan, the stated repayment terms of other secured debt of Nu-West of $136.000 (1985 - $0.541.000)
are modified on a basis similar to that for the project lenders as explained in Note 7.

Scheduled repayments are: 1987 — $1,240,000: 1988 — $380,000; 1989 - $569.000; 1990 - S166,000; 1991 - S181.000:
1992 and subsequent — $4 447,000,

9. UNSECURED DEBT

Unsecured debt includes accrued interest of $55,000 (1985 - $106.000) and bears interest on principal at 5.8% (1985 -
5.8%). Scheduled repavments are: 1987 — $55,000; 1988 — SNil; 1989 — $31.000: $1990 - $240,000; 1991 - 5247.000:
1992 and subsequent — $2.431,000.

10. TERM PREFERRED SHARES OF SUBSIDIARY COMPANIES

Cairns Homes Limited (Cairns)

During 1985, Cairns, a wholly owned subsidiary of the Company, refinanced its operating loans by the issuance of
$25.000.000 of Redeemable, Non-Voting First Preferred Shares of its wholly owned subsidiary. During 1986, 500,000

of these shares were redeemed. The balance of these shares are to be redeemed over a four year period with minimum
redemptions as follows: 1987 — $1,000,000; 1988 — $2.000,000; 1989 - $3.000,000: and 1990 - $18,500,000. Cairns has
guaranteed the redemption of these shares by its wholly owned subsidiary. Cumulative dividends are payable quarterly at a
rate of one half of bank prime plus 1-7/8 percent per annum. Dividends on these shares in the amount of $1,795.000 for the
vear ended December 31, 1986 (1985 — SNil) have been included in the statement of loss.




10. TERM PREFERRED SHARES OF SUBSIDIARY COMPANIES Continued

The Company has also given an option to Cairns’ major creditor to acquire up to 30% of the outstanding shares of Cairns in
1989 or 1990. This option expires if the First Preferred Shares and operating loans to this creditor are redeemed and repaid
prior to December 31, 1988.

During 1984, another wholly owned subsidiary of Cairns issued $8,000,000 in Redeemable Non-Voting Preferred Shares to
refinance project debt related to real estate which was simultaneously sold. These shares are to be redeemed when the cash
proceeds from the sale due in 1989 are collected. Cumulative dividends are payable at 6.7% per year. Dividends on these
shares in the amount of $536,000 for the vear ended December 31, 1986 (1985 — §536,000) have been included in the
statement of loss.

Nu-West Florida, Inc. (Florida)

During 1985. Florida, a wholly owned subsidiary of the Company, refinanced its operating loans by the issuance of
§4.926,000 (83,500,000 U.S.) of Convertible, Redeemable, Non-Voting Preferred Shares. Cumulative dividends are payable
at 10% per year for the years 1986 through 1988 and at bank prime plus 3/4% thereafter. All unpaid dividends are to be paid
by December 31, 1990. These shares are redeemable at par at the option of the holder any time after December 31, 1990,
Dividends on these shares in the amount of $§526.000 for the year ended December 31, 1986 (1985 - $Nil) are unpaid and
have been included in the statement of loss.

The Company has also given an option to Florida's operating lender to acquire 10% of the outstanding common shares of
Florida at any time after January 1, 1989 and up to December 31, 1995 subject to earlier rights if certain loan repayments are
not met. This option agreement also gives the operating lender the right to have Florida repurchase these common shares at
any time after December 31, 1995.

11. INCOME TAXES

Nu-West and several Canadian and United States subsidiaries have tax loss carryforwards available, The ability of Nu-West and
its subsidiaries to claim these tax loss carrvforwards is dependent upon the timing, location and amount of future earnings.

(In Thousands of Dollars)

Canadian [1:5.

Year of Expiry Operations  Operations Total
LOBT: & smen o m comes @ aovis = 5 oo 51 rans @ GSRR @ SR @ DGSR 6 W WEA F @ RNE B UGYR R R SR Y GEREE K 5,246 — 5.2406
PO | e o o oomn 5 o meos o e o sssss o risms @ Samess o s & G SR A 4mews 8 SSHS @ 3 S D 8RR 61 8,751 15,537 24,288
LODL: & s = o0 i s 56 smsie 30 i % Gisies o 00 GRS B MUSG K SR R G GRS B GESVER G WEES B RS § SR ¥ b 2,763 7;212 9,975
0 7 8,339 18,438 26,777
LODB: & cmin & 5 o 0 sowens © oumis B 5 S § B e F SSEG ¥ R @ 6 ST 6 WEEE B G U CE S SRRE T REEE 6 S 27,090 4,901 32,051
BOID & e o n e m s G B e 5 SRR tsur w5 memsn v seiee 5 SenE = 5 masue B SeEENG B miahs = oen 38.338 9,568 47,900
FOODE, o i o s @ sosmmn o auais & & s & 6 WO W DRSS BN OGS H SHSTR B T SR B N DNR ¥ O R K GRS E 80 — 28,847 28,847
LODG 5 i 2 i 5 mossisis o S00E o o woe o Shodiinn e amle 1 o wGein 6 o | s e g A shiekge o AN o o 39,737 39,737
BOOT, o s 5 oo e imonts o0 s ssis 90t & % witols 6 ot G058 SRS 6 MUSSS o WS B 6 SR G SHeRe o A e w0 — 49,758 49,758
PO oo o oot 2 0 i 5 5B E B 5SH S 5 VOT 1T WOH B 8 IR F Roh B E s B 0B 8 e o o e § e — 48,245 48.245
2000 . s 5 o mes v s onios ® snamos B s 8 8 SR B B S B % S P DM R B S ¥ ST 8 @ e B R R == 12,118 12,118
2O0Y cove s v spn £ 5 BET D Eon P E IE F U EE 50 VAN B S HET SRR E T IS Y el HeN F S 0uE T b — 21,973 21,973

90,527 256,394 340,921

By Notices of Reassessment. Revenue Canada, Taxation reassessed two subsidiaries in respect of several taxation yvears. The
reassessed amounts relate to taxation years before 1985 and resulted in a recovery of $1,882,000 which has been recorded as
a prior period adjustment.




| 12. SHARE CAPITAL

(a) Authorized

400,000,000 Special Common Shares, Class A
100,000,000 Special Common Shares, Class B
400,000,000 Common Shares

Priorities to December 31, 1987,

(i) The Special Common Shares, Class A rank in priority with respect to payment of dividends and in the distribution of
assets in the event of liquidation, dissolution or wind-up of the Company, whether voluntary or involuntary, or any
other distribution of the assets of the Company among its sharcholders for the purpose of winding up its affairs. as to
$2.50, over the Common Shares and Special Commaon Shares. Class B of the Company.

(ii) The Special Common Shares, Class B rank in priority with respect to payment of dividends and in the distribution of
assets in the event of liquidation, dissolution or wind-up of the Company, whether voluntary or involuntary, or any
other distribution of the assets of the Company among its shareholders for the purpose of winding up. as to 50.75,
over the Common Shares of the Company, but subject always to the rights of the holders of Special Common Shares,
Class A.

If, on January 1, 1988, the Company has met all of the terms of the Plan, then the rights and priorities on the Special

Common Shares, Classes A and B cease, and they will have the same rights as the ordinary Common Shares.

The Company has reserved 4,000,000 Common Shares under the provisions of a stock option plan for senior executives
and key employees of the Company and its subsidiaries. As at December 31, 1986, options have been granted for
2,250,000 of these shares at 25¢ to 42¢ each to 1989, During 1985, 297,500 Common Shares were issued under the stock
option plan for cash proceeds of $116,000.

(b) Share Capital at December 31:

(In Thousands of Dollars)

Issued and outstanding: Number of Shares Amount

1986 1985 1986 1985
Special Common Shares, Class A ... ... ... .. ... ... 42,011,428 119,947 934 105,937 301,534
Special.Common:Shares, Class B « .oww o v v v s v os 0 5 125,958,356 15,603,728 121,099 99,028
Common Shares ... ... ... 46,780,587 40,780,587 118,869 118,869
Total issued and outstanding . ... ... . ... ... ... ..... 214,750,371 182,332,249 345,905 519,431

13. CONTRIBUTED SURPLUS

Contributed surplus arose from the following:

(In Thousands of Dollars)

Note
Reference 1986 1985
Return of Special Common Shares, Class A for cancellation ... ... ... ... . ... ... 1 205,575 —
Settlement of debt secured by real estate ... ... ... L L 1 96,222 75478

301,797 75,478




14.

15.

16.

INTEREST
(In Thousands of Dollars)
1986 1985
RHICOE T WG oo 10 oo sacusions ' v s s s il ol L 37,982 46,498
Less
Interest applicable to land held for development. ... ... .. (2,471) (674)
Interest applicable to commercial properties under construction ... ... ... — (1.678)
InterestiSubject TOMNE PIAN qxs w e o 5 ovsi © 5055 5 565 « n seomr = sore o 4 vooe o s o soeas e e o (14,625) (17.965)
20,886 26,181

Interest expense in 1986 would be greater by $232.000 (1985 — $1,737,000), and cost of sales would be lower by $674.000

(1985 - 36,068,000) if the Company’s United States operations followed Canadian accounting policies and did not capitalize
interest on the Company's equity in property.

Interest expense subject to the Plan includes interest paid in shares, or accrued and deferred on project loans which may be

settled in shares at a future date.

LOSS PER SHARE

1986 1985
Loss per share before extraordinary items ... .. . o $ 0.26 3 0.35
LOSSIPEEShAre: « .« <o o nonw 5 mes 2w s 5 5 sm b SEEE B UEEE T S G EEE 5 @ e~ s o erets e e o et o o $ 0.15 3§ 0.25

CONTINGENCIES AND COMMITMENTS

The Plan provides for the determination and settlement of contingent liabilities of Nu-West outstanding at March 21, 1984
Contingent Creditors could have elected under the Plan to have their contingent claim settled by the issuance of Special
Common Shares, Class A on the basis of one such share for cach $2.50 of claim.

Contingent Creditors who did not elect to take shares on November 1. 1984 may settle their claims only if and when they
become legally enforceable liabilities. Such claims will be settled on the basis of one Special Common Share, Class A for each
$3.00 10 $6.00 of claims, depending upon the date that the claim is validated.

Contingent Creditors will be deemed to have waived the right to any future payment whatsoever for their claims in the event
that these claims do not become legally enforceable liabilities on or before December 31, 1987.

Certain of the contingencies. some of which are subject to the Plan are:

4) The Company is contingently liable with respect to guarantees of bank loans of affiliates and joint venture participants
totalling $9.984.000 (1985 - $10,066.000), letters of credit totalling $5,030.000 (1985 - $10,856,000). and surety bonds
totalling 86,649,000 (1985 - $12,518.000).

The Company is contingently liable for mortgages granted on projects sold to syndicates of investors in Canada totalling
$88.505.000 (1985 - $93.677.000). The Company may have claims on the related assets of the syndicate projects in the
case of default by investors.

Lo

¢) The Company is contingently liable with respect to guarantees of cash flows and/or a stated return on equity of projects
sold in the United States in the amount of $6.028.000 (1985 — $6.189.000).

In the course of its normal business. the Company may be contingently liable for mortgages assumed by customers and
other third parties who have purchased real estate from the Company.

d

—




16. CONTINGENCIES AND COMMITMENTS Continued

17

¢) The Company is involved in various litigation and claims associated with normal operations, Management believes that any

resulting settlements would not materially affect the consolidated financial position of the Company.

Nu-West has recorded a provision of $6,500,000 for certain of the contingencies which are expected to be sertled in shares
at the end of the Plan period. The ultimate gains or losses, it any, related to the remaining contingencies. unless otherwise
noted, cannot be determined at this time. The future settlement of these contingencies will be accounted for as a charge or

credit to income in the period in which the settlement occurs

The Company is committed to spend an estimated additional $4.698.000 (1985 - $6.782.000) to complete land under
development in accordance with development agreements entered into with various municipal governments and to
complete various projects under construction.

EXTRAORDINARY ITEMS (In Thousands of Dollars;
Note

Reference 1986 1985
! 19,579 =
' ; 788 8,427
Realization of tax loss carrvforwards ... ... ... ... .. 1 B A RS RS R TR A S 202 1.840
Gainon sale'of oil:and gas OPerations . o « wu s woswm & 5% T 5 ik § 585 7 5578 4 5is d v e m o s — 6,970
20,569 17,243

18. JOINT VENTURES AND PARTNERSHIPS

19

The Company’s proportionate share of joint venture and partnership balances included in the financial statements is
summarized below:

(In Thousands of Dollars)

1986
ASSOES v s & v & svass w0 = oo 6 Mot B F ONGE & D BT SR T RS T RN 6 BN S 8 ST T B T 63,659
Liabilities © oo oo 46,634
REVERIIES: & s = = oo % & s v smm & 2 weas @ S90% 5 5 BE% 5 S0 5 5 095 5 5000 5 0 S0 5 B0 B 8 Fan s S 23,051
X PeNSES 21,771

CUMULATIVE TRANSLATION ADJUSTMENT

The cumulative translation adjustment included in sharcholders” equity relates to foreign operations and is reflected as
follows:

1985

53,798
39121
16,889

25,127

(In Thousands ol Dollars)

1986
Balamee; JAnaey: 1 ;o eow s sen v ow s & woms 5 v w0 0@ 5 0SS o TR & 8 EeE S TEN B § FhE 8 Gem o b g o 26,564
Translation adjustment for the year ... .. 1,150
RealizationioBfoTeignieXChange PAIfs « son o amw s wmm s snn 5 % faise © SE0 T & a2 A5 5 Pt 4w (16,589)

Balance, December 31 . . o 11,125

1985

(8%
FE ¥
J

2
1

[ SV )

20.506+4



. COMPARATIVE FIGURES

Certain of the prior year’s comparative figures have been reclassified to conform to the current year's presentation.

. SEGMENTED INFORMATION

(In Thousands of Dollars)

CANADA UNITED STATES CONSOLIDATED
1986 1985 1986 1985 1986 1985
SEGMENT REVENUE
Housing . .......... ... ... .. ... . ........ 36,265 24,340 538 5,965 36,803 30,305
BB - 5 ociom 35 s v posss 2 5 560 K E St o e o e 35,604 33.707 11,117 46,700 46,781 80,407
Income property development. operation
and sales ... 15,538 18,681 39,428 14,143 54,966 32,824
8 {51 RN 7.664 11,201 11,721 14.604 19,385 25,805
95,131  87.929 62,804 81412 157,935 169,341
SEGMENT OPERATING (LOSS) PROFIT
Housing. ... ... . ... . ... . 1.269 (2.441) (139) (901) 1,130 (3.342)
LAtA o oom v o v 0 wmen & mem 0 e B R PEEE © O S (12,338) (22.61%) (10,049) 384 (22,387) (22.231)
Income property development, operation
AN SALES v s v v oo smen 9 v w5 e s BTG (724) (8.193) (19,737) (15,043) (20,461) (23,238)
Other. .. ... .. .. . . 1,126 3,229 5,656 10,732 6,782 13,961
(10,667) (30,022) (24,269) (1.,828) (34,936) (34,850)
General corporate expense ... ... ... ... (3,548) (4,577)
Interest on corporate borrowings . .. ... ... ... (16,016) (21.335)
Dividends on term preferred shares of
subsidiary companies: ... . vou oz v ovn v oosun o (2,857) (530)
Lioss from Opetations « vose o e n v oms v e oman (57.357) (61.298)
Equity loss of affiliates and oil and
BASTOPETALIONS e = v coave % = s 7 s 4w o 20 (299) (831)
Provision for settlement of contingent claims . . (6,500) —
Realization of foreign exchange gains . . . ... . .. 16,589 —
Extraordinary items . ... ... ... ... ... .. 20,569 17,243
Netloss ... (26,998) (44.880)

IDENTIFIABLE ASSETS

HOUSIOP: & con o wooms 5 0 2mm 2 6 seig 2 8 008 5 2905 5 5 5 15,233 16.664 1,927 3,308 17,160 20.032
Land ... ... ... 75,539 99,479 88,213 101,572 163,752 201,051
Residential rental properties . .. ... ... ..... .. 13,622 19.028 279 792 13,901 19,820
Commercial properties .. . ... ... .. ...... ... 21,349 30,508 65,858 106,376 87,207 136,884
Investments in affiliates and other companies . . 780 2,874 22,598 62,178 23,378 065,052
General corporate assets .. ... ... ... .. 22,975 24,139 17,628 36,126 40,603 060,265
Total Assets ... .. ... 149,498 192 692 196,503 310,412 346,001 303,104

In the above analysis, interest on project loans has been charged to the applicable segment.
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