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REVENUE PROPERTIES COMPANY LIMITED

TO THE SHAREHOLDERS:

Attached hereto are the consolidated financial statements of Revenue
Properties Company Limited and its subsidiaries for the nine months ended
December 31, 1970, and the report of the auditors thereon.

You will note that shareholders’ equity amounted to approximately
$13,800,000 at December 31, 1970. This represents a reduction of approximately
$4,000,000 from the equity shown in the consolidated balance sheet of March 31,
1970, and is the result of a provision for the settlement of U.S. lawsuits in the
amount of $1,262,035 and operating losses of $2,810,231.

The operating losses include the following unusual items of expense:

Provision for losses incurred or anticipated subsequent
to December 31, 1970, in the realization of certain
receivables and land ................. ... .. ..., $1,450,000

Settlement with former directors and officers ......... 465,000
Approximate amount of extraordinary audit and legal

EXPENSES o tieetiieii i i i 300,000

$2,215,000

Also included as an operating expense for the period is an amount of
$500,000 which, except for the change in accounting practice referred to in note 3
to the financial statements, would have been capitalized and added to the book
value of the “Century City lands”.

The Company had a net income before provision for taxes for the six months
ended June 30, 1971, of $340,000 as shown by the following unaudited statement
of income:



REVENUE PROPERTIES COMPANY LIMITED

AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENT OF INCOME

SIX MONTHS ENDED JUNE 30, 1971

Revenue
Real estate sales ... .oiivriiiiir ettt e iy $12,126,000
RENtals ..ottt et 4,475,000
INEBRESE: s o virsivs v wicmies suwmrere & sosarais & sesieE R NS EanEa ¢ EETa 1,121,000
Equity in income (net of losses)
Joint ventures not consolidated ....................... (97,000)
ASsaciated. COMPaNIEs wus : vvess s uin s bav & TRt § s (207,000) $17,418,000
Expenses
Real:estate cost:of sales: . vcuni v suiin v v o saress © wimes s 11,058,000
Property Operating: oos « wows s s coen 5 sesmen o svaims 5 o § peves 3,323,000
IIEEIESE .+ e v e v e et et e e e e e e e e e e e et e e e e 2,258,000
Administration and general .. ., e o swsmn « g s v news w s 450,000
Depreciation . s o sunvvnns o s soess ¥ srniws vt & e 376,000 17,465,000
Loss before undernoted items ..........c.ccvuiiiiinnrinenannnn. 47,000
Equity in the profit on disposal of joint venture assets ............ 342,000
Earned portion of income deferred .................ccoiiia 65,000
Other INCOME o\ttt ittt ittt eanaaenenn 29,000 436,000
389,000
MINGTity INtErest .. » vawing = sonna poois 8 180G & 200G LIRS & Lamw 49,000
Net income before provision for taxes for the six months ended
June 30; V97T s ¢ o s pomans o s & svms & 4 ST R AT § e $ 340,000
Net income per share before provision fortaxes ................. 3.1¢



Throughout the nine months ended December 31, 1970, and the six months ended June 30,
1971, the Company operated certain leasebacks and similar contracts at a loss. On an annual
basis, these losses are currently creating a cash drain of approximately $500,000. Every effort is
being made to minimize the negative effect of these operations on the Company’s overall financial
picture and it is expected that this amount will reduce annually, and may be eliminated entirely

in the foreseeable future.

| am pleased to report that substantially all renewals or extensions of mortgages and loans
payable since December 31, 1970, have been negotiated at reduced rates of interest as shown in
note 26 (f).

In March of 1972, the Government of Canada announced its intention to expropriate
approximately 1,600 acres of land owned by a subsidiary of the Company and included in its
“Century City lands”. At the same time, the Provincial Government froze temporarily all
development on an additional 3,500 acres of these lands pending final determination of the
location of the proposed new airport and the development which will be allowed on the lands
adjacent to the proposed airport. Because of the introduction of the Toronto Centred Region
Plan in 1970, which designated the “Century City lands” as ‘“green belt”, and the further
complications arising from the above notice of intention to expropriate and the accompanying
freeze on development, the Company is presently unable to proceed with its Century City project
as originally planned. However, experience has shown that the location of an airport in an area
brings development of all kinds, and it is hoped that, as plans for the airport proceed, the land
held by the Company in the vicinity of the airport will be suitably developed.

Proposed plan of reorganization

Your attention is drawn to note 27 to the financial statements which sets out in detail the
plans which the Directors have formulated for a reorganization of the Company’s debenture
debt and an increase in paid-in capital. The terms of the proposed amendments to the Trust
Deed, particularly the provisions dealing with the security and use of funds on hand, represent
the greatest flexibility possible consistent with considerations of security. They will, in effect,
enable the Company to maintain sufficient liquidity to carry on as a viable business entity.

Sinking fund and principal payments will be reduced by approximately $6,300,000 in the
years 1972 to 1975 inclusive if the plan is approved. Taken together with the proposed addition
of $1,000,000 to working capital through the issuance of additional common shares, the cash
position will be approximately $7,300,000 better at the end of 1975 than it will be if the plan is
not approved as proposed. The potential earning power of this additional available cash in the
intervening period cannot be overlooked in considering the advantages to the Company of
successfully completing the plan of reorganization.

The private placement of 1,000,000 common shares of the Company at a subscription price
of 50¢ per common share to First Canada Financial Corporation Limited and Maxwell Goldhar as
trustee for two separate companies to be incorporated, will take place after the debenture-
holders have agreed to the proposed amendments, after the shareholders have approved the
same, and after the contemplated rights offering to shareholders has commenced. A voting trust
agreement is to be executed giving Maxwell Goldhar the right to vote all shares of Revenue
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Properties Company Limited owned directly or indirectly by Alex J. Rubin, Harry Rubin and the
members of their immediate families. The voting trust also covers the 1,000,000 common shares
to be privately placed, so that as a result, Maxwell Goldhar will control the votes of approximately
3,600,000 common shares of the Company.

The Company intends to obtain additional financing by issuing rights to all shareholders
whereby such shareholders will be entitled to subscribe for 1 common share at a price of 50¢ in
respect of each 10 common shares of which they are the holders of record. Such rights will not
be issued in respect of the 1,000,000 common shares to be placed privately. First Canada
Financial Corporation Limited intends to agree to subscribe for those common shares which are
not purchased under the rights offering.

A notice is to be mailed to holders of 7%2% sinking fund debentures calling meetings to
consider the proposed amendments.

If the debentureholders agree to the proposed amendments, you will be asked to approve
them at the shareholders’ meetings which will be called as soon as possible after the debenture-
holders meetings. Formal notice of the shareholders’ meetings, together with an information
circular, will be mailed to you in due course.

On behalf of the Board of Directors

C. H. TOD
Vice-President
Finance and Administration

May 23, 1972.



Auditors’ Report

To the Shareholders of
Revenue Properties Company Limited

We have examined the consolidated balance sheet of Revenue Properties Company Limited and
subsidiaries (hereinafter referred to as “the Company”) as at December 31, 1970 and the consolidated
statements of income, deficit and source and application of funds for the nine months ended on that date.
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, and we have
received all the information and explanations that we have required, except as follows:

(1) The routines followed by the Company in the past relating to signing, recording and filing of
agreements have been inadequate. As a result, although our examination has been made (except
as stated in (3) below) in accordance with generally accepted auditing standards, we have been
unable to determine if there are significant agreements of which we are not aware, which:

(i) would require that income be deferred with a corresponding change in the loss for the nine
months ended December 31, 1970 and/or in deficit, or
(ii) should be appropriately reflected in certain notes to the consolidated financial statements.

(2) Available records and supporting evidence were not sufficient to substantiate the costs of certain
properties which were sold and leased back prior to March 31, 1970. These costs entered into
the determination of the gain on such sales of which the unamortized portion is included in
deferred income in the consolidated balance sheet and the earned portion for the nine months
ended December 31, 1970 is reflected in the consolidated statement of income.

(3) It was impracticable to complete an audit of subsequent events sufficient in scope to enable us
to express an opinion as to the fairness or completeness of disclosure of subsequent events,
including the proposed corporate reorganization, as described in notes 10, 26 and 27.

In addition, it is not possible to determine the outcome and to estimate the possible effect on the
accompanying consolidated financial statements of two major uncertainties as follows:

(a) The realizable value of the Century City lands has not been determined, as explained in note 8.

(b) For other real estate held for development or sale by the Company and by joint ventures not
consolidated, we have been unable to determine whether certain of this real estate will be held
for development or will be sold. Generally accepted accounting principles require that real estate,
when held for sale, be recorded at the lower of cost and market. Because of the difficulties
inherent in determining the market value of real estate we are unable to be satisfied that the
amount recorded in the accounts for some of the real estate is the appropriate basis of valuation.

Because of the significance of the matters set out in the preceding paragraphs and the substantial
amounts which may be involved, we are unable to express an opinion as to whether the consolidated
financial statements, taken as a whole, present fairly the financial position of the Company as at December
31, 1970 and the results of operations and the source and application of funds for the nine months then
ended in accordance with generally accepted accounting principles. We do not express an opinion on the
consistency of application of accounting principles in the consolidated statements of income, deficit and
source and application of funds because the Company did not prepare such consolidated financial statements
for the preceding period.

However, we report that

A in our opinion, the following individual items in the consolidated balance sheet are presented
fairly as at December 31, 1970 in accordance with generally accepted accounting principles
applied on a basis consistent with that at March 31, 1970:

Cash and short-term deposits

Cash in escrow (note 17)

Accounts, rents and other receivables (note 4)

Due from directors and officers (note 24(a) )

Prepaid expenses

Mortgages receivable (note 5)

Balances receivable for land sold under agreements of purchase and sale (note 6)
Real estate held for development or sale — Properties other than Century City (note 7)
Revenue producing real estate, at cost less accumulated depreciation (note 9)
Investment in and advances to associated companies less provision for losses (note 11)
Sundry investments and advances, at cost

Debenture financing costs less amortization
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Accounts payable and accrued liabilities (note 11(c))

Liability for settlement of United States civil actions (note 23(a))

Due to directors and officers (note 24(b))

Estimated completion costs for land sold

Purchasers’ deposits

Bank loan, secured (note 7)

Loans payable secured by mortgages receivable (note 12)

Other secured loans payable (note 13)

Mortgages payable secured by land sold under agreements of purchase and sale (note 14)
Mortgages payable on real estate held for development or sale (note 15)
Mortgages payable on revenue producing real estate (note 16)

712% Sinking fund debentures (note 17)

712 % Convertible subordinated sinking fund debentures Series A (note 18)
Minority interest

Capital stock (note 20)

B in our opinion, the following individual items in the consolidated statement of income are
presented fairly for the nine months ended December 31, 1970 in accordance with generally
accepted accounting principles:

Revenue — Real estate sales— Held for development or sale
Revenue — Real estate sales — Revenue producing
Revenue — Real estate sales — Construction

Revenue — Rentals

Revenue — Interest

Expenses — Real estate cost of sales— Held for development or sale
Expenses — Real estate cost of sales— Revenue producing
Expenses — Real estate cost of sales — Construction
Expenses — Property operating

Expenses — Interest— Charges (note 25(a))
Expenses — Administration and general

Expenses — Provision for losses on mortgages receivable
Expenses — Depreciation

Settlement with former directors and officers (note 24(b)(i))

C in our opinion, the individual item “Settlement of United States civil actions (note 23(a))”,
charged with respect to a prior period in the consolidated statement of deficit at March 31, 1970,
is presented fairly in accordance with generally accepted accounting principles

D in our opinion, the following individual items in the consolidated statement of source and
application of funds are presented fairly for the nine months ended December 31, 1970 in
accordance with generally accepted accounting principles:

Mortgages received

Balances received for land sold under agreements of purchase and sale
Loans and mortgages obtained

Real estate — Additions, less related loans and mortgages

Real estate — Charges to income, less related loans and mortgages
Investments and advances

Directors and officers

Loans and mortgages paid

Sinking fund debentures paid

Other

E in our opinion, note 2, “Principles of consolidation” and note 3, “Accounting policies” describe
fairly those practices followed by the Company in these consolidated financial statements and
note 21, “Lease and similar obligations” presents fairly the information therein.

Whereas we express an opinion in sub-paragraphs A, B, C, D and E above on individual items, as stated in
the preceding paragraph we express no opinion on the consolidated financial statements taken as a whole.
Our opinion on individual items listed in those sub-paragraphs also covers the notes (or portions thereof)
specifically itemized therein, but does not include any other notes cross-referenced in those notes.

As required by The Business Corporations Act we report that the accompanying consolidated financial
statements do not fulfill all the requirements of the Act concerning financial statements.

Toronto, Canada THORNE, GUNN, HELLIWELL & CHRISTENSON
April 26, 1972 Chartered Accountants



REVENUE PROPERTIES COMPANY LIMITED

(Incorporated under the laws of Ontario)

and subsidiaries

CONSOLIDATED
DECEMBER
ASSETS

Cash and short-term deposits .........oovieviiiiienrerenennnn $ 789,486
Cash i EScrow [NOTEITNT) 5 ¢ caime s susmres smtes SREEG & SEat 5 PewRG e 901,617
Accounts, rents and other receivables (note 4) .................. 3,374,540
Due from directors and officers (note 24(a)) ..................... 2,545,659
Prepaid eXpEnsss .. coous o oiv s o ini 5 aaens iasi § v s vavan & o 452,395
Mortgages receivable (note 5) ........cciiiiiiiiiiiiiiiiiien. 16,061,554
Balances receivable for land sold under agreements of purchase and

sale (NOtE B) ...ttt i 4,074,592
Real estate held for development or sale

Properties other than Century City (note 7) ................. $23,228,802

Century: Ity (note B) « cunn ¢ s v e s soraisie ¢ svansrs « swmness s wraa 12,673,150 35,901,952
Revenue producing real estate, at cost less accumulated

depreciation of $5,206,076 (note 9) ..........coiiiiiinnn 30,398,863
Investment in and advances to joint ventures not consolidated

(NOLE! TO) v e & wams s swigs beiee & S8 & S ¥ s & es 2,832,831
Investment in and advances to associated companies less provision

for 10sses (NOte T1) oot iir ittt i ee it a i eanans 3,150,698
Sundry investments and advances, at cost ........ ... ..., 362,732
Debenture financing costs less amortization .................... 359,529

Approved by the Board
SAMUEL GOTFRID, Director
C. H. TOD, Director
$701,206,448



BALANCE SHEET

31, 1970

LIABILITIES

Accounts payable and accrued liabilities (note 11(c)) .............
Liability for settlement of United States civil actions (note 23(a)) ...
Due to directors and officers (note 24(b)) ............ ... ... ...

Estimated completion costs for land sold ......................
Purchasers’ deposilts ... csiee:ode sz oasnasonms § oo & 5 Goni b 54
Bank loan;. secured (NOte 7) w.n s voin s vicems o sviswn & s v g s o
Loans payable secured by mortgages receivable (note 12) .........
Other secured loans payable (note 13) ............cooivvunn...
Mortgages payable secured by land sold under agreements of
purctiase and sale (NOte T4 cuau « = o & s o wem « swwese o 00
Mortgages payable on real estate held for development or sale
(note 15)
Properties other than Century City .......covviiiiienanann
CONE T : covsen s sana 4 0000 7 D9 ¥ VEVEE 3 SRS E LRE0T § U7
Mortgages payable on revenue producing real estate (note 16) ....
7%2% Sinking fund debentures (note 17) ...............cvat.
7%2% Convertible subordinated sinking fund debentures Series A
(NOTE: 18) i = snsco & SEITED 5 SIS ¥ SR 5 STvmevats ¥ svidree % Srasana e ws
Deferred income (Note 19) .....vuuvuevrenenneieannnnnnneenns
Deferfed iNCOME TAXES .. v s s sows s 5 coms s sawes § s s ¥ voren 5
Minority INterest . ...es s sesws s cune s wvoan s smeen s onmes mesnes e

SHAREHOLDERS’ EQUITY

Capital stock (note 20)
Authorized
314,065 6% Cumulative, non-voting second preference
shares, par value $10, redeemable at par
16,164,060 Common shares without par value
Issued and outstanding
10.962:070 ‘'Camimon Shares . . ceows s prns s sonws x geon o v
Appropriation for second preference shares reserved for issuance
as stock dividends ... ..o et
DEACTE ..o o voibisons o widiies o sciiass s ¥ 55055 5 § S50 § SN 5 003 4 5 VBISH & it

Capital stock: Jess defitit: « i vouns o comva s svmmm s oommn o mwmn x vwscs

Lease and similar obligations, contingent liabilities, pending legal
proceedings, subsequent events and proposed corporate
reorganization (notes 21, 22, 23, 26 and 27)

9

$ 9,518,694

$ 8,598,451
1,288,318
1,700,194

928,181
800,114
3,119,270
9,170,263
2,408,450

3,279,497

14,724,627
19,355,183
14,978,155

986,000

81,336,703

4,909,479
922,586
205,239

87,374,007

25,063,866

230,278

(11,461,703)

13,832,441

$101,206,448



REVENUE PROPERTIES COMPANY LIMITED

and subsidiaries

CONSOLIDATED STATEMENT OF INCOME
NINE MONTHS ENDED DECEMBER 31, 1970

Revenue
Real estate sales
Held fordevelopment: or: sale . ..us s oswms swvos vamsn s vaps $12,983,548
Revenue producCing’ «su s semes s cows s vwnes seams » sunes e 2,663,563
CONSHUCHOR,  vviies o s v vizene = siocemes 5 wssan @ s e & s @ &40 7,593,360
RENtAlS i e e 6,775,647
INTEIBSE . s 5 waps v srvmas ¢ st & ateanes Fatas & EENE £EEAT ¥ BTN 1,672,945
Equity in income (net of losses)
Joint ventures not consolidated (note 10) ................. 168,882
Associated companies . : cugws s s svmes peems o g 3 s 12,361  $31,870,306
Expenses
Real estate cost of sales
Held for development orsale ...........covivvvinnnn.... 11,364,865
Provision fOr 1OSSES o s s s savss & siiiee & eeaivie 3 seiiin s same 632,876
Revenue prodUCIng snm s e s sasi famis Gesng 5 e 2,462,208
CONSIPUCTION o 5 v & s ¢ 6 0 ¢ b § SORmG § BWES ¢3RN 3 7,227 996
Property: Operating . suwss & svws s vonss & oess & oaes S56TE § i 5,143,272
Interest
Charges inote: 25000 w5 5 s o s & e & asies $5,146,362
Less: amounts:capitalized s s veme « vwsn 5 ovmws 1,707,530 3,438,832
Administration and general .......... ... . i, 1,983,977
Provision for losses on mortgages receivable .................. 1,078,661
DEpreciation ... ..ttt 626,179 33,958,866
Loss before the undernoted items ........o.ovveivieereeeeeeneennnn. 2,088,560
Unearned income transferred to deferred income .................. 299,292
Less earned portion of the income deferred at March 31, 1970 ....... 503,918
(204,626)
Settlement with former directors and officers (note 24(b)(i)) ......... 465,402 260,776
2,349,336
Income (net of losses) allocated to other participants of consolidated
JOINE VENTOTES v ¢ s omemn & sier Samoms ¢ matees 5N § S & 383,666
Loss before iNCOME taxes .. ....vuuuvrennm e ee et 2,733,002
Income taxes
current o oseenn VRS § R g L e e s viRsin, smomenEs n sARSISED A 44,643
Deferretd e s sonns s svies 8 6o § 50555 § 5005 Sbiiins » foienn Sone 32,586 77,229
Loss for the nine months ended December 31,1970 ................ $ 2,810,231
Loss per share (note 25(b)) .......ouiiiiieein i 25.6¢
CONSOLIDATED STATEMENT OF DEFICIT
NINE MONTHS ENDED DECEMBER 31, 1970
Deficit March 31, 1970
Before restatement .. ......... ..t $ 7,389,437
Settlement of United States civil actions (note 23(a)) ............ 1,262,035
As restated ... 8,651,472
Loss for the nine months ended December 31,1970 ............... 2,810,231
Deficit December 31, 1970 ... .vvviiiteit et e e e, $11,461,703



REVENUE PROPERTIES COMPANY LIMITED

and subsidiaries

CONSOLIDATED STATEMENT OF SOURCE AND
APPLICATION OF FUNDS

NINE MONTHS ENDED DECEMBER 31, 1970

Source of funds

Mortgages 1eeeiVEt s ¢ uuwes s » SRS § FREEY CHEEE S BRI ¢ 8 $ 3,529,535
Balances received for land sold under agreements of purchase

and Sale ... e 4,844,539
Loans and mortgages obtained ............ ... i 2,698,500

11,072,574
Application of funds

Operations

Loss for the nine months ended December 31, 1970 ........ $ 2,810,231

Deduct items not requiring an outlay of funds ............. 2,467,245

Funds applied to loss from operations .................... 342,986

Real estate
Additions, less related loans and mortgages of

S2.807:059 . i sivines 5 s seens ¥ e & o $3,549,768
Capitalized interest and carrying charges ...... 2,285,456
5,835,224
Charges to income, less related loans and
moiigages of $9.923,855 : v saang s e 3,934,774 1,900,450
IAVEstients and AdVALCES: .. : 5655 & §mws § 8580 3 L0955 508057 3078 483,388
Birectorsiand officers: s s « vuwin 5 asases v wms & ghgms & s & s 626,151
Loans and mortgages paid .......... ..ot 8,920,653
Sinking fund debentiures Faid «o:os o some s somag s v 5y swes 3 ves 819,675
(01427 ST 386,058 13,479,361
Decrease in funds for the nine months ended December 31, 1970 . ... 2,406,787
Deficiency March 31, 1970
Before restatement . .......cceeesecocnssansnnsincnsonsosess 198,303
Subsidiary and two joint ventures now consolidated (note 2(a)(ii)
i (O oo v wamisiss ¢ wamins o svien & @ s v e § BRI e 954,001
Settlement of United States civil actions ................ooout. 1,262,035
As restated ...t e 2,414,339

Deficiency December 31, 1970

Cash and short-term deposits . ..........cooiiiiiiiiiiiianinn. (789,486)
Cash [N BSCIOW .+t vttt et ettt it et (901,617)
Accounts, rents and other receivables ............. ... .. ... (3,374,540)
Accounts payable and accrued liabilities ...................... 8,598,451
Liability for settlement of United States civil actions ............ 1,288,318 $ 4,821,126

1



REVENUE PROPERTIES COMPANY LIMITED

and subsidiaries
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Throughout these notes “the Company” refers to Revenue Properties Company Limited,

its consolidated subsidiaries, and its consolidated joint ventures, unless the context indicates
otherwise. All notes should be read in conjunction with notes 26 and 27 which describe events
subsequent to December 31, 1970.

1.

2.

Legal requirements concerning financial statements

The consolidated financial statements included herewith do not meet certain of the require-
ments of The Business Corporations Act in that the consolidated statements of income, deficit
and source and application of funds are for the nine months ended December 31, 1970,
comparative figures for the year ended December 31, 1969 are not available and the
consolidated financial statements have not been presented within the prescribed time.

Principles of consolidation

(a) The consolidated financial statements include the accounts of all companies, except as
shown in note 11, in which Revenue Properties Company Limited holds an interest of
more than 50% of the voting equity (except for Rusuth Investments Limited) as follows:

Principal active subsidiaries Ownership
%
Revenue Properties Central Developments Limited ................... 100
One Thirty One Bloor West Limited ................. 3§ SR LR B 100
Savarin Investments Limited .. . cos o0 im0 s s om o vomn v vaeins s E— 100
The Rubin Development Corporation (United States) .................. 100

Century City Developments Limited (see (i) below) ................... #1225
Rusuth Investments Limited (see (ii) below) ...............cooiiiiit, 50

(i) Subsequent to December 31, 1970 the Company acquired at no cost an additional
5% of the outstanding shares increasing its ownership to 76.25% (see also note
24(c) (ii) ).

(i) At March 31, 1970 the equity interest was reflected in “Investment in and advances
to associated companies” in the consolidated balance sheet. Subsequent to
December 31, 1970 the remaining 50% interest was acquired at a cost of $90,650.

(b) The accounts of the subsidiary companies in the United States are converted into
Canadian dollars as follows:

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

(i) all other assets and liabilities — at the exchange rate prevailing at December 31,
1970.

(iii) revenue and expenses — at the average exchange rate prevailing throughout the
nine months ended December 31, 1970 except for depreciation which is at the
exchange rate prevailing at the acquisition date of the related asset.

(©) The accounts of joint ventures holding real estate for development or sale are not
normally consolidated. The Company’s investment in such joint ventures is included in
the consolidated balance sheet as “Investment in and advances to joint ventures not
consolidated” on an equity basis such that the investment is increased or decreased by
the Company’s share of the undistributed profits or losses of the joint ventures.
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Exceptions to the principle outlined in the preceding paragraph result in 100% of the
assets, liabilities, revenue and expenses of the following joint ventures being included
in the consolidated financial statements:

(i) Certain joint venture agreements provide that the Company is responsible for all
financing required and has a 100% interest in real estate held for development or
sale, subject only to the participation by others in net profits or losses. The
Company's participation varies from 63.75% to 90%.

(ii) Subsequent to December 31, 1970 the remaining 50% equity of two joint ventures
with participants other than those in (i) above was acquired at a total cost of
$192,000. The equity of these participants is included in “Minority interest” in
the consolidated financial statements.

3. Accounting policies

(a)

(b)

(c)

Capitalization of costs

(i) Land held for development or sale — Acquisition costs, realty taxes, other direct
carrying costs and appropriate interest are capitalized.

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

For purposes of capitalizing interest, a composite interest rate applicable to all monies
borrowed is established annually, which rate is then applied to the total costs incurred
on each development property or construction project other than properties owned by
joint ventures and Century City Developments Limited.

For properties owned by joint ventures, interest specifically chargeable on debt owing
by each joint venture, together with interest charged by the Company, where permitted,
on its advances to the joint venture, is capitalized.

For the Century City lands, interest specifically chargeable on debt owing by Century
City Developments Limited, is capitalized (see “Change in accounting practice” below).

All estimated costs of servicing land which has been sold are recorded. The unexpended
portion of these estimates is included in “Estimated completion costs for land sold” in
the consolidated balance sheet.

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

Change in accounting practice
Effective April 1, 1970 no interest was charged by the Company on its advances to
Century City Developments Limited. Prior to April 1, 1970 such interest was charged
to and capitalized by the subsidiary and included in the consolidated balance sheet
in “Real estate held for development or sale — Century City”. This change results in
an increased interest expense in the consolidated statement of income for the nine
months ended December 31, 1970 of $500,000.

Recognition of income

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

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

Depreciation on revenue producing real estate
Depreciation is provided using the straight-line method and is based on the estimated
useful lives of the various assets as follows:

BOUGIES o v s 5 wivoms ¥ 5e05 § S99 § iE9e § LIE03 n s 40-50 years
Furniture and equipment ........................ 10 years



(d) Financing costs

(i) Costs incurred on the issue of debentures are amortized on a straight-line basis
over the terms of the debentures with the unamortized balance of costs applicable
to debentures redeemed written off as redemption occurs. The balance of these
debenture financing costs is shown as “Debenture financing costs less amortization”
in the consolidated balance sheet.

At the end of a fiscal period the currency adjustment (see note 17) which is appli-
cable to those sinking fund payments falling due within one year, based upon the
rate of adjustment prevailing at the end of that fiscal period, is charged against
income.

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

(e) Deferred income taxes

Certain provisions of the Income Tax Act are used which allow for the deferral of taxes
otherwise currently payable. Such provisions relate mainly to (i) reserves deductible for
tax purposes when real estate is sold and mortgages are received as partial consideration,
(ii) excess of depreciation allowed for tax purposes over depreciation recorded in the
accounts, and (iii) deductibility for tax purposes of interest, overhead and other carrying
charges capitalized in the accounts as a cost of real estate.

The effect of accumulated losses for tax purposes, which losses are deductible in deter-
mining income taxes in the years up to 1975, is not recorded in the accounts.

4. Accounts, rents and other receivables

Construction contracts and holdbacks ...« cuvis v ssan s vmmnn v simmias s sre s v sma $1,824,001
NOLES AN JOANS .+ v ot ettt et e e e e e e e e e e 424,616
INTETOSE 5 ctafims b ciammmes & o § G amaues & ¥ Sy v Gogssn vow WA & & FAPka & TR A B % s 416,416
Rents and miscellaneous ... ..ot 709,507

$3,374,540

5. Mortgages receivable

Mortgages on properties sold, including $4,767,327 on certain properties leased
back or managed (see note 21), maturing at various dates to 2019 (interest rates
vary from 5% % to 15%, weighted average 7.6%)

TN o voresnn o VIaEE & Boes STy Snam - SR e . $ 1,758,745
ST . 2 R 438,329
B2 72 T 1,564,377
2 7 VR P 294,562
TOTE  sivcasess o) sovsmns o & s » 5 soosos = nosnsise = Sdbmpnn o B0k 5 BEAEE F HARE Y § AEEE S E 0 252,565
1976 dnd SUDSETIENT ... 55miee 3 550505 5 S50HE § vBaH § 440000 § NGRS & WEIaHE 7 56 10,544,563

14,853,141

Second mortgages on housing units sold, maturing at various dates to 1994
(interest Tates vary from 6% 10 12%) cewsi s suon & vamen § naves sEemes & 555 & 54 1,208,413

$16,061,554

Substantially all mortgages receivable are pledged against loans payable (see note 12).
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See note 26(a) for mortgages receivable sold subsequent to December 31, 1970 and note
26(b) concerning principal received and mortgages receivable which have matured subse-
quent thereto.

Balances receivable for land sold under agreements of purchase and sale

Balances receivable amounting to $4,074,592 mature as to $2,128,437 and $1,946,155 in 1971
and 1972 respectively (interest rates vary from 5% to 9%, weighted average 5.9%).

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

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

See note 26(b) concerning principal received subsequent to December 31, 1970.

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

Land Construction
Capitalized including
Acquisition carrying carrying
costs charges charges Total
Land
Unimproved s :oee s connisias $ 2,799,781 $ 645,720 $ 3,445,501
Under development ............. 6,578,805 1,241,771 7,820,576
Serviced ........ ..ol 2,847,337 991,434 3,838,771
Housing units and commercial buildings
Under construction .............. 810,055 $4,851,913 5,661,968
Completed ..................... 321,404 2,140,582 2,461,986

$13,357,382 $2,878,925 $6,992,495 $23,228,802

All real estate held for development or sale is recorded at cost except that a provision for
losses has been recorded in respect of properties sold subsequent to December 31, 1970 at
less than cost or for which a loss is anticipated on sale.

During the nine months ended December 31, 1970 land and construction were charged with
carrying charges of $1,397,498 and $527,078 respectively.

The commercial building under construction is pledged as security for the bank loan of
$3,119,270. Subsequent to December 31, 1970 the bank loan was discharged out of the
permanent mortgage financing of $4,300,000 included in note 26(h).

See note 26(c) concerning properties sold subsequent to December 31, 1970 and note 26(e)
concerning completion costs of the commercial building under construction.

Century City

Unimproved land of approximately 6,600 acres in and adjacent to The Township of Uxbridge,
Province of Ontario, owned by Century City Developments Limited, a partially-owned
subsidiary, and known as “Century City” is included in “Real estate held for development or
sale” at a cost of $12,673,150 which includes capitalized carrying charges of $1,925,239 of
which $360,880 was capitalized during the nine months ended December 31, 1970 (see
“Change in accounting practice” — note 3(a) ).

In May 1970 the Province of Ontario published a study entitled “Design for Development:
The Toronto-Centred Region”. That study recommended that the Century City lands and
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surrounding area be retained for recreation, agriculture and other open space uses. On
March 2, 1972 the Government of Canada and the Province of Ontario jointly announced
that a new Toronto international airport would be located in the Township of Pickering.
Until the final intentions of the Government of Canada with respect to the proposed expro-
priation of a portion of these lands for a new airport, and the intentions of the Province of
Ontario with respect to permitted uses of lands surrounding the proposed airport are known,
the realizable value of this property cannot be reasonably determined.

In 1970 Century City Developments Limited executed an agreement with Kaufman and
Broad Limited for a term to December 31, 1970 under which the latter was to make advances
to the former up to a maximum of $800,000. Further, the agreement contained provisions
whereby all advances from Kaufman and Broad Limited would cease and all advances made
would be immediately repayable in the event of default or other occurrences as defined in
the agreement. Kaufman and Broad Limited advanced $293,000 to May 1970 but ceased to
make further advances thereafter following publication of the study referred to in the second
paragraph herein.

In May 1971 an agreement was executed between Revenue Properties Company Limited and
certain of its subsidiaries (including Century City Developments Limited), and Kaufman and
Broad Limited and certain of its affiliated companies. Under that agreement Kaufman and
Broad Limited, as part of a general settlement of certain outstanding matters between it, its
said affiliated companies and the Company, assigned all of its interest in the advances made
by it and in the said agreement between it and Century City Developments Limited to a
subsidiary of Revenue Properties Company Limited, and Century City Developments Limited
released Kaufman and Broad Limited from that agreement.

Virtually no payments have been made on mortgages on the Century City lands (see notes
15 and 26(g) ) or for realty taxes on these lands, since May 1970.

Revenue producing real estate

Bulidings and improvements; at (COSE u ;s sswis sumen s wapss » paes & wias o o v & $32,030,038

Furniture and equipment; @t COSE: vovou « cniva v wnwnn o sieomn s cwainn s oimas o scaaun o 429,414
32,459,452

Less accumulated depreciation ...t 5,206,076
27,253,376

Land, BE COBE. 1 vmme s romn e mmmmn s sowmibd § SR BTRS § DR € GERE§ B S50 S SO § 3,145,487

$30,398,863

See note 26 (d) concerning properties sold subsequent to December 31, 1970.

Investment in and advances to joint ventures not consolidated

The Company’s investment in 15 joint ventures not consolidated consists of the following:

Mortgages: receiVable . cious & swsrs serma s e s s « s 3w s o $ 860,500
Other investments and advances, equity basis .......................... 2,186,408
3,046,908

Less 50% of profit arising on transfer of property by the Company to a joint
venture in which the Company has a 50% interest .................. 214,077
$2,832,831

The Company’s share of profits or losses in these joint ventures varies from 40% to 85%.
The Company is contingently responsible for all the liabilities of the joint ventures, but it has
recourse to all of each joint venture’s assets as well as the assels of the other participants
to the extent it is required to pay liabilities in excess of its proportionate share.
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A summary of the combined financial statements of these joint ventures follows:

COMBINED BALANCE SHEET
December 31, 1970

Assets
Cash and short-term deposits ....................... $ 150,927
Accounts receivable and sundry assets ............... 369,999
Mortgages receivable ............ ... ... .. . ... 840,209
Real estate held for development or sale (see (a) below) 10,066,895
$11,428,030
Liabilities
Bank indebtedness, unsecured ...................... $ 111,959
Accounts payable and accrued liabilities ............. 896,760
Loans and mortgages on real estate held for development
or sale
Payable to the Company ....................... $ 860,500
Payable to others (see (b) below) ................ 5,620,081 6,480,581
Deferred income (see (c) below) .................... 153,039
7,642,339
Participants’ Equity
The Company . .......coiiiiiiiiiiiin i, 2,186,408
OTHBIS  carist & 5505 5 5 50555 5 ¥ 05005 5 wores o oaieinis s moeiors v smsaie 1,599,283 3,785,691
$11,428,030
COMBINED STATEMENT OF INCOME
Nine Months Ended December 31, 1970
Revenue
Real estate sales
Held for development orsale .............. $3,174,870
ConstriChoON mu ¢ vems 5 v oves @ e s saens s oue 200,717
Rentals ..o e e 1,063,595
INREIESE 3 im0 5 et & 558505 5 bumsels = Sumsumie = sosusss = smeznoens 40,815 $ 4,479,997
Expenses
Real estate cost of sales
Held for development or sale .............. 2,682,660
Construction .....viiii i e 142,722
Property operating .............cciiiiiniinnnn. 1,261,388
Administration and general ..................... 45,981 4,132,751
Income before the undernoted ..................... 347,246
Earned portion of the income deferred at March 31, 1970 37,071
Income (net of losses) for the nine months ended
December 31, 1970 sz »smin & s s it § 5655 45 $ 384,317



(a)

(b)

COMBINED STATEMENT OF PARTICIPANTS’ EQUITY
Nine Months Ended December 31, 1970

Participants’ Equity

The Company Others Total
Balance March 31, 1970
Before restatement .................. $2,223,318 $1,108,725 $3,332,043
Deduct equity of two joint ventures now
consolidated (note 2(c) (ii)) ...... 488,600 21,754 510,354
Asrestated .......... ... 1,734,718 1,086,971 2,821,689
Income (net of losses) for the nine months
ended December 31, 1970 ........... 168,882 215,435 384,317
Contributions, net of drawings ............ 282,808 296,877 579,685
Balance December 31,1970 .............. $2,186,408 $1,599,283 $3,785,691
Real estate held for development or sale
Land Construction
Capitalized including
Acquisition carrying carrying
costs charges charges Total
Land
Unimproved oo s v s savas $4,326,554 $ 998,361 $ 5,324,915
Serviced ..........iiii.... 1,375,579 304,006 1,679,585
Industrial and commercial buildings. 1,128,898 $1,933,497 3,062,395

$6,831,031 $1,302,367 $1,933,497 $10,066,895

The real estate is at cost except for two development properties owned by one of the
joint ventures which have been written down to the amount of the mortgages and other
liabilities payable on them. Arrears of principal and interest on those and other mort-
gages total approximately $725,000 to March 31, 1972 and writs of foreclosure have
been issued. The writs of foreclosure are being defended, and the validity of the
mortgages is being challenged by the Company (see (b) below).

During the nine months ended December 31, 1970 land and construction were charged
with carrying charges of $301,965 and $428,292 respectively.

Subsequent to December 31, 1970 properties having a book value of approximately
$71,609,000 at December 31, 1970 were sold from one joint venture at a profit.
Loans and mortgages on real estate held for development or sale — Payable to others

Mortgages on which principal and interest are in arrears, maturing in 1974
(see (a) above) (interest rates vary from 6% to 6'2%, weighted average
0 ZY) s s st & sssemes ssvdls P 3 R § A § DRSS RS € & 0 $1,626,360

Other mortgages, maturing at various dates to 1979 (interest rates vary
from 6% to 12%, weighted average 8.1%)

VOZT 5 o s v v » v 5 fases © 2000 © 5 TREE & §0008 7 URE0LE $ 847,866
1972 e 722,857
P73 o cviri s v svomos v & s swis ¢ soinm S v ST 3 S § ¥ S 681,049
TO74 e 392,409
7 1,125,421
1976 and subsequent ............ . ... ... .. ..., 224119 3,993,721

$5,620,081
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(c)

(d)

(e)

Subsequent to December 31, 1970 all principal on loans and mortgages payable out-
standing at December 31, 1970, which has become due as summarized above, has been
paid (except as set out in (a) above) or arrangements have been made for extension,
renewal, or refinancing at the same or lower rates of interest.

Deferred income

Deferred income represents the unamortized gain on sale and leaseback transactions.
The balance of $153,039 remains deferred indefinitely pending the attainment of the
specified annual level of gross income and the release of certain holdbacks or termination
of the lease agreements (see (d) below).

Lease obligations

Two apartment projects were sold and leased back by two of the joint ventures for terms
to 1970 and 1971 respectively. Both leases have been renewed for further terms.
Annual rents payable under the leases by the joint ventures total $750,000.

The sale agreements contain clauses providing for a reduction of the selling prices of
the buildings in the event that a specified level of gross annual income, as defined, is
not achieved by the time of expiry of the leases including renewal periods. The
specified levels of gross annual income have not yet been reached. Based on such levels
of income on the expiry of the leases in 1971 a reduction of $1,510,000 would have been
made in the selling prices of which the Company’s share would have been $755,000. The
leases are renewable annually at the present rental rates at the option of either the joint
ventures or the lessors. Since the determination and realization of any such reduction in
selling prices may be deferred indefinitely, it is not provided for in these accounts.

Long-term interest

The joint ventures incurred long-term interest during the nine months ended December
31, 1970 which is reflected as follows:

Charged to property operating ..........oevuveeeeiiiiinnieneon.. $ 125,597
EapaliEent . o sumommn wocomn somownis mscon m woss wemmnn v s o omariex v 281,216
$ 406,813

Investment in and advances to associated companies

Shares
Equity in Advances
income and
since Provision mortgages
Cost acquisition for losses receivable Total
Cal-Mor Industries Limited (a) $ 750 $ (75,000) $ 450,000 $ 375,750
Canadian Century Homes
Limited ............ (b) 695 1,500 1,003,888 1,006,083
Centennial Properties
Limited ..... e (c) 440,286 97,000 $ (439,286) 395,865 493,865
Dizengoff Centre “A”
Limited ............ (d) 1,643,661 (368,661) 1,275,000

(a)

$2,085,392 $ 23,500 $ (807,947) $1,849,753 $3,150,698

The Company had agreed to loan up to $750,000 to Cal-Mor Industries Limited and
$250,000 to the minority shareholder in Cal-Mor, who in turn was to loan the monies
to Cal-Mor. Advances totalling $350,000 and $100,000 respectively had been made by
the Company to December 31, 1970. No further advances were made subsequently.

Subsequent to December 31, 1970 the Company sold its total investment in Cal-Mor for
$375,750 and the loan commitments ceased.
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13.

14.

(b) The Company owns 50% of the voting common shares and 100% of the non-voting
participating Class A shares of Canadian Century Homes Limited, representing a 63.75%
equity interest therein (see also notes 22(d) (i) and 24(c) (iii) ).

The Company’s share of the profit recorded on the transfer of certain properties to
Canadian Century Homes Limited in 1970, amounting to $219,235, is eliminated from
these accounts.

(c) Subsequent to December 31, 1970 the Company sold its shares in Centennial Properties
Limited for $125,000. At the same time the advances of $395,865 were applied against
construction payables of $1,064,705 owing to Centennial. The latter amount is included
in “Accounts payable and accrued liabilities” in the consolidated balance sheet.

(d) Subsequent to December 31, 1970 the Company sold its shares in Dizengoff Centre “A”
Limited for $1,275,000.

Loans payable secured by mortgages receivable
Loans maturing (interest rates vary from 9%2% to 17%, weighted average 14.3%)

TR 55z pvvm s S e & el S & SN ¥ DR § S © CREER A0S § P $7,966,174
TOZL 5 o nums o st 5 SR0R s SPTEEE 5 SEARE S D05 § SR SeEmS § NEEEE § v 981,558
V973 o 2 v % varms 5 5 U000 6 ¥ RO § SEIDEE § DS F RNED TR0 1§ S L 23,655
TOTA ' covien v s s avisis 5 SRR Y OAESEE S SO ST ¢ S ¥ SR TR R 25,956
NIZE oy oogemes & SEWEs § U0sn 5 DO 5 A0V ERE TR T S § G T R A 172,920

$9,170,263

See note 26(f) concerning principal paid and loans payable which have matured subsequent
to December 31, 1970.

Other secured loans payable
Loans maturing (interest rates vary from 7% to 15% %, weighted average 10.2%)

TOZT o o wonmosiene o soemanson sumsasnin & somazacs srsecenn & sossosass = suszasy @ o sadbibom o pimeis ¥ & S50 $1,262,400
TOTZ e o cisosn wsimsmsmsn & vinnnsn b sebhomenensstikinss # 4 sxssses A Gusmense o sSlE0 § GRS § REW 916,500
TOTI s vvcmpene » sumuoenis o soriafih Bonsasios o sudiiben & vonpedh & LARTRG 5 ASRIE 5 RIS 5 006 219,500
TO7E i nsnne o nomani B Gmsndbd BIGEE S BARE 3 0i0E ¥ SAAHE B AAEENE T SRRTR T 10,050

$2,408,450

The loans are secured as to $1,303,000 by lands sold and a mortgage receivable related thereto
as described in note 24(a) and as to $1,105,450 by the Company’s investment in certain joint
ventures not consolidated.

See note 26(f) concerning principal paid and loans payable which have matured subsequent
to December 31, 1970.

Mortgages payable secured by land sold under agreements of purchase and sale

Mortgages maturing (interest rates vary from 7%2% to 17%, weighted average
12.1%)

TATE o ocasncs o misnsnss o scsesace- Bmsmcnsassonsndifsn: scnorenes . Fidifiien. m mesradied b F B $1,899,430
TOTZ ;i isiins » 6sia5 § D308 5 BB £ N G siiod & W 5§ L0053 § SOR 3 6 —
g TN I | o 1,317,835
TO74 oo e 62,232
$3,279,497

These mortgages payable are secured by land sold in respect of which balances are receivable
and will generally be discharged in amounts proportionate to payments received on the
balances receivable (see note 6).

See note 26(f) concerning principal paid and mortgages payable which have matured
subsequent to December 31, 1970.
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16.

17.

Mortgages payable on real estate held for development or sale

Properties other than Century City
Mortgages maturing at various dates to 1979 (interest rates vary from 5% to
15%, weighted average 8.2%)

B 7 A Y $ 2,231,668
THZZ s v smeinn v o & wasssns & vewmmi & G & Eeteae ¥ oS 3 wNEELAE ¥ SeTeETS ¥ Ha 1,475,483
MOZT o v voimamin & s 5 v § vt o GRS VLS - VR VIR ¥ T e 3,253,406
MNIZA i v canoion v wmins o s » Gomnans ¥ SORSRSs ¥ SRses & SRR B ASLE B S § 554,186
FIZE i v sonsmvans o vinonss & svwmm & Eiabnis o STRE s SEOIN 5 § ATV § SRS G ¥ AR X T 19,400
1976 and SUDSEQUENT . wowwn v swin s vwmis 5 s § s 5 gaon s s s § o 741,127
8,275,270

Mortgages on condominium units, to be assigned to purchasers as units are
SOML: DR o s i comsgins  smmeng, Gsrne WSR3 PGS § BREEE S U 5 53 1,243,424
9,518,694

Century City

Mortgages maturing at various dates to 1990 (interest rates vary from 7% to
9%, weighted average 7.9%) .....cviiiiiiii e 5,205,933
$14,724,627

See note 26(f) concerning events subsequent to December 31, 1970 relating to principal
paid and mortgages payable which have matured and note 26(g) for arrears of principal
and interest.

Mortgages payable on revenue producing real estate

Mortgages maturing at various dates to 1995 (interest rates vary from 5% % to
16%, weighted average 8.7%)

BRTT | iincn o busewne o soouaseon 5 wimsros @ misens % sckomimsn & sswsnin 5 WAENSS 3%, WisTAA W, 1 WG 80 $ 3,669,944
TOTD . 55 5 6 Giiien o spmmar o v smsgoss @ amsnsn 5 Sressiass 5 easEans o SEATRSE 5 = WEEANS Ko woODEHS % o bk 995,932
L N O 676,342
WOZH 05 5 5 5005 5 evmsndd 5 s o esnss . SErmOR IR . KRS A A WSS 0 3,394,505
TIID ' 506 5 50500 5 RAUID 2 afin o momsm o 5 vomonn 0 s ARG 3 PRSI & 5 TS % S 1,094,790
1976 and subsequent ... ... ... 9,523,670

$19,355,183

See note 26(f) concerning principal paid and mortgages payable which have matured
subsequent to December 31, 1970.

712% Sinking fund debentures
See “Proposed corporate reorganization” — note 27.

Principal Annual sinking fund requirements
December 31, 1970 Maturity date Amount Date Years )
Series A $ 2,023,000 Nov. 15, 1973 $ 50,000 Nov. 15 1962 to 1972
Series B 1,374,000 June 1, 1977 40,000 June 1 1966 to 1976
Series C 6,000,000 Feb. 15, 1976 750,000 Aug. 15 1969 to 1975
Series D 5,400,000 June 15, 1976 600,000 Dec. 15 1969 to 1975
Series E (see below)
14,797,000 $1,440,000
Add currency
adjustment:
1970 balance 55,740
1971 125,415
$14,978,155
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The principal amounts of the Series A and Series B debentures outstanding at December 31,
1970 as shown above are after deducting $27,000 Series A and $426,000 Series B debentures
redeemed and cancelled in advance of sinking fund requirements. The Series D payment
due December 15, 1970 was paid on January 15, 1971 in the amount of $655,740 (including
the currency adjustment of $55,740). An amount of $529,069 included in “Cash in escrow”
held by the trustee at December 31, 1970 was used in meeting such sinking fund obligation.

Subsequent to December 31, 1970 the Company purchased $119,000 Series A and $413,000
Series D debentures for a total consideration of $436,219. The Company used $23,000
Series A and $413,000 Series D of these debentures to satisfy certain 1971 sinking fund
obligations. All other sinking fund requirements subsequent to December 31, 1970 have
also been met.

The debentures are redeemable as follows:
Series A— At 100.75% on or before November 15, 1971 reducing to 100.60% up to and
including November 15, 1972 and thereafter and prior to maturity at 100.00%.

Series B— At 101.35% on or before June 1, 1971 reducing by 0.15% per year up to and
including June 1, 1976 and thereafter and prior to maturity at 100.00%.

Series C and D — At par on or before maturity.

These debentures, Series A to D inclusive, rank equally and are secured by fixed and specific
charges on certain mortgages receivable and certain revenue producing real estate; by a first
floating charge on the assets and undertaking of Revenue Properties Company Limited; and to
the extent of $6,600,000 on the lands known as “Century City” (see note 8). Substantially all
of these mortgages receivable, real estate and lands also secure various indebtedness which
ranks in priority to this charge.

Series C and Series D principal and interest payments are subject to a proportionate
adjustment up to a maximum of 15% (increase or decrease) dependent upon the relationship
between the Canadian and Federal Republic of Germany currencies at the time of such
payments. The principal amount of these debentures outstanding at December 31, 1970
was increased by a charge to income in the amount of $125,415 being the adjustment appli-
cable to the sinking fund payments due in 1971.

The terms of the Deed of Trust and Mortgage securing the Series C and Series D debentures
also provide that the sinking fund payments may be substantially accelerated if certain
changes occur in the tax laws of the Federal Republic of Germany. Subsequent to December
31, 1970 the Minister of Finance of Canada announced that an agreement, to be effective no
later than January 1, 1973, was reached with the Federal Republic of Germany which would
provide for such changes. [n the event that such agreement is concluded, the Company’s
obligations for sinking fund payments with respect to the Series C and D debentures may
be increased in the calendar year following the effective date of the amendment from
$1,350,000 to $3,600,000 annually (see note 27(a) (iii) ).

The Deed of Trust and Mortgage securing the debentures contains among other things
provisions concerning audit of accounts, statutory obligations of the Company and similar
matters. The deed also contains covenants of the Company relating among other things to
the payment of prior indebtedness and taxes on property pledged as security and the
performance and enforcement by Century City Developments Limited of its obligation to
and rights against Kaufman and Broad Limited (see note 8). In the opinion of the Company’s
counsel, to their knowledge no events have occurred which do, or with the appropriate notice
would, constitute an event of default under the Deed of Trust and Mortgage, except that (a)
certain realty taxes are in arrears, and (b) principal payments received in respect of certain of
the mortgages receivable which partially secure these debentures have not heen paid to the
trustee as required by the Deed of Trust and Mortgage. Company’s counsel is of the view
that no event of default may be declared by the trustee with respect to the facts noted in (a)
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18.

19.

and (b) above until 30 days after receipt by the Company of a written demand of the trustee,
and is not prepared to state that the facts outlined in (b) above would, after such notice and
considering all of the surrounding facts and circumstances, constitute such an event of default.
Company’s counsel is of the opinion that an event of default may not be declared if payment
of the above-noted tax arrears and principal payments is made within 30 days of receipt of
such notice from the trustee; in the opinion of the Company, it would be able to make such
payment.

In 1968 the Company issued Series E debentures of $5,000,000 principal amount which were
pledged as security for a bank loan. When the loan was repaid in the same year, these
debentures were transferred to a nominee of the Company and may be cancelled or reissued
as the Company may direct subject to compliance with the provisions of the Deed of Trust
and Mortgage relating to the issue of additional debentures. The Company intends to cancel
the Series E debentures.

7%2% Convertible subordinated sinking fund debentures Series A

The Series A convertible debentures in the amount of $986,000 are due June 30, 1988.
They are convertible up to the earlier of June 30, 1988 or 3 business days prior to the date
specified for their redemption into common shares of the Company as follows: on or
before June 30, 1978 at $9.00 per share; thereafter and on or before June 30, 1983 at $10.67
per share; and thereafter at $12.67 per share. Such prices are subject to downward adjust-
ment in the event that the Company issues any additional common shares, as defined, for
a consideration per share different from the conversion price in effect immediately prior to
the issuance of such shares (see note 27(b) (iv)). No debentures were converted during
the nine months ended December 31, 1970 or subsequent thereto.

Under the terms of the Trust Indenture, a sinking fund is required to be established for the
retirement of $700,000 aggregate principal amount of the debentures on June 30 in each of
the years 1979 to 1988 inclusive. Since debentures converted into common shares and thus
cancelled, amounting to $6,014,000 to December 31, 1970, can be applied against such sinking
fund requirements, no sinking fund payments will be required until at least 1987.

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

These debentures are subordinated to the prior payment in full of the 712% sinking fund
debentures and of certain other prior indebtedness. There are restrictions concerning
payment of dividends under the terms of the Trust Indenture.

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

Deferred income
Deferred income includes gains on certain transactions as follows:
(a) Gain on sales of development property ........cooiiiiiiiiieiiiiinnan. $1,449,582
(b) Unamortized gain on sale and leaseback transactions .................... 2,238,521
(c) Unamortized gain on sale of nine properties now managed by the Company 873,800
(d) Unamortized gain on sale of the Company’s 75% interest in a long-term

lease GF commerclal SPaGE ws: « uaee veuins ¢ Boems VEEs s EGT & ey o 347,576

$4,909,479

The above deferred income will be recognized as earned when all requirements of the Ontario
Securities Commission guidelines have been met. With respect to (b) to (d), the recognition
of income as earned will also be in accordance with the terms of the relevant agreements in
amounts of $135,000 annually over the next five years and thereafter in varying annual
amounts until 1999.
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20. Capital stock
See “Proposed corporate reorganization” — note 27.

No common or second preference shares were issued during the nine months ended
December 31, 1970.

(@ Common shares — reserved

At December 31, 1970 a total of 1,818,000 common shares are reserved for the conversion
of convertible debentures, the exercise of 1961 and 1965 warrants and stock options.

(i)

(ii)

(iii)

Convertible debentures

The conversion of the $986,000 7%2% convertible subordinated debentures Series A
outstanding at December 31, 1970 at $9.00 per share would result in the issue of
109,000 common shares.

Series A 1961 and Series B 1965 warrants

Warrants to purchase 1,585,000 common shares are outstanding at December 31,
1970. The warrants were issued in connection with the sale of the sinking fund
debentures Series A and Series B. Each $1,000 of principal for both the Series A and
Series B debentures were originally issued carrying warrants to purchase what now
amounts, after stock splits, to 600 and 300 common shares respectively. The out-
standing warrants are exercisable as follows:

Series A Series B
1961 warrants 1965 warrants
(see (b) below)
Exercisable on or  The earlier of November 15, 1973 June 1, 1975
before or the expiration of 2 years fol-

lowing the retirement of all sink-
ing fund debentures Series A

Price per share $1.0417 on or before November $1.83 on or before June 1,
15, 1971 and increasing by 1972 and thereafter at
$0.0417 per year thereafter $2.17

Number of shares 1,080,000 505,000

Stock options
Options to purchase 37,000 common shares are held at December 31, 1970 by two
directors and officers as follows:

Number of
shares Price Terms
12,000 $1.95 3,000 shares in each of the 4 five-year periods
ending October 9, 1974 to 1977 inclusive.
25,000 $0.50 5,000 shares in each of the 5 five-year periods

ending September 30, 1975 to 1979 inclusive.

Other options to purchase an additional 87,000 common shares were held at
December 31, 1970 by three former directors and officers. Subsequently the options
were cancelled by agreement or expired.

Subsequent to December 31, 1970 an option to purchase 25,000 common shares at a
price of $0.63 per share, exercisable as to 5,000 shares in each of the 5 five-year
periods ending September 19, 1977 to 1981 inclusive, was granted to a director and
officer.

(b) Second preference shares — reserved

At December 31, 1970 a total of 23,028 second preference shares are reserved for the
exercise of Series A 1961 warrants.
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The holders of the Series A 1961 warrants are entitled to receive, in addition to the
common shares outlined in (a) (ii) above, all stock dividends that would have been paid
from November 15, 1961 as if the warrants had been exercised and common shares issued
on that date. During the period from November 15, 1961 to March 31, 1970 stock
dividends in the form of second preference shares were paid to the holders of common
shares. Upon the exercise of the Series A 1961 warrants, second preference shares will
be required to be issued without further consideration. Accordingly $230,278 is
appropriated for such purpose.

21. Lease and similar obligations

(a)

(b)

(©)

Sale and leasebacks

(a)
If leases Long-term
Leases terminated land Management
in or leases agreement
Payments m forfeited (b) (c)
5 |2 7 | O S $ 2,110,000 $ 350,000 $ 320,000 $ 725,000
1972 ittt iie ity 2,080,000 318,000 320,000 725,000
V1978 cumn s wmns vsnmes gt 2,080,000 318,000 320,000 725,000
1974 e e 2,080,000 318,000 320,000 725,000
TOTS:  ciees 5 5 il § 650085 5 Builars & 2,080,000 318,000 320,000 725,000
1976 and subsequent ........ 24,803,000 2,302,000 25,334,000 16,065,000

Revenue producing properties were sold and leased back prior to March 31, 1970. Under
certain of the lease agreements the lessor is to be paid a percentage of rentals in excess
of a specified amount.

Certain of the lease agreements contain clauses relating to the termination or forfeiture
of the lease by the Company and cessation of all liability thereunder upon payment of a
specific amount pertaining to each such lease, the total amount of such payments being
$1,745,000. One other lease agreement provides that the lease may be terminated by
the Company and all liability thereunder ended at no termination cost to the Company.
This lease for which the annual rent payable was $257,000 was terminated subsequent to
December 31, 1970.

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

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

Subsequent to December 31, 1970 the Company executed a long-term land lease
providing for an annual rent of $37,000 to 1995 and increased annual rents thereafter
to 2020 for an aggregate of $3,265,000 over the entire term of the lease.

In 1969 the Company sold nine properties and entered into an agreement with the
purchaser concerning operation and management by the Company of the properties for
a term of 30 years. Under the agreement the Company is required to (i) pay annually
to the purchaser a return of 8.25% to 9% before income taxes on the purchaser’s
invested equity, and (ii) make payments on the mortgages on the properties or, following
discharge of any or all of the mortgages, pay annually 50% of the amounts previously
payable thereon, to the purchaser. The aggregate of (i) and (ii) so payable are included
above. In addition, the purchaser is entitled to participate in net revenue, as defined,
in excess of a stated amount for each of the nine properties.

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

23.

€Y

(b)

()

(d)

(e)
(f)

The Company may be required to repurchase on May 15, 1974 a group of 154 residential
first mortgages, bearing interest at approximately 9%, maturing in 1994 and having an
aggregate outstanding principal balance of $2,464,000 at December 31, 1970, at a price
of $98.25 per $100 principal then outstanding.

In 1969 Victoria Wood Development Corporation Limited, a partially owned subsidiary
of the Company at that time, issued $5,000,000 8% sinking fund debentures Series A.
Subsequent to December 31, 1970 the principal outstanding on these sinking fund
debentures was reduced to $380,000. The Century City lands (see note 8) are pledged
by the Company as security for these debentures.

Subsequent to December 31, 1970 the Company paid counsel fees and litigation expenses
of $45,000 on behalf of certain present and former directors of the Company who were
named as defendants in the United States civil actions referred to in note 23(a). A motion
before the United States District Court for the District of Massachusetts may require that
the Company pay additional fees and expenses of $44,000 or may provide for the recovery
of the sums already paid by the Company.

Subsequent to December 31, 1970 the Company guaranteed

(i) a loan of $800,000 from a third party to Canadian Century Homes Limited (see note
11(b)). At the same time the Company pledged certain real estate held for develop-
ment or sale as security for the loan.

(i) aloan of $200,000 from a third party to a limited partnership in which the Company
has a 15% interest.

There are other miscellaneous contingent liabilities of the Company totalling $550,000.

See also notes 10 and 23.

Pending legal proceedings

Legal proceedings in which the Company is a defendant and claims and potential claims
against the Company are outlined below:

(a)

Since July 1969 a total of 25 private civil actions naming the Company as a defendant
were commenced in various United States District Courts by certain individuals, partner-
ships and corporations. They purported to bring those actions either on their own behalf
(‘individual’ actions) or on behalf of the Company, or on behalf of all other persons
(‘representative’ actions) who purchased common shares of the Company during certain
periods, and who sold such shares at a loss or hold such shares at a loss. Named as
defendants in one or more of the actions, in addition to the Company and others, were
the then directors and officers of the Company, the Alex ]. Rubin Family Trust and the
Harry Rubin Family Trust and their then trustees, the underwriters of the public offering
of common shares in the United States and Touche, Ross & Co. (previously known as
Touche, Ross, Bailey & Smart) the Company’s former auditors. The complaints alleged,
inter alia, that the United States registration statement of the Company, effective
November 12, 1968, the prospectus included therein, and “periodic reports” filed and
circulated by the Company disclosing the results of its operations for 1968 and previous
years, were false and misleading and that material facts were omitted and that improper
and inconsistent accounting principles were utilized; and that certain defendants violated
the United States Securities laws by making undisclosed sales of common shares of the
Company. All 25 actions were transferred to the United States District Court for the
District of Massachusetts (hereinafter referred to as “the Massachusetts Court”) for
consolidated pretrial proceedings.
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On November 16, 1971 a Settlement Order which included 24 of the above actions was
signed and entered by the Massachusetts Court which provided for a total payment from
the defendants to the plaintiffs of $8,750,000. The Company has agreed with all other
defendants to contribute $1,050,000 on behalf of itself and Mr. Alex J. Rubin, Mr. Harry
Rubin, The Alex J. Rubin Family Trust and The Harry Rubin Family Trust as the Company's
share of the total settlement. Final judgments were entered by the Massachusetts
Court on January 12, 1972 (‘representative’ actions) and on February 12, 1972 (‘individual’
actions). The final judgment in the ‘representative’ actions and the final judgment in the
‘individual’ actions became non-reviewable and non-appealable on February 11, 1972
and March 13, 1972, respectively.

The settlement contribution of $1,050,000 and related legal costs are reflected in
“Settlement of United States civil actions” in the consolidated statement of deficit.

One other civil action in which the Company is named as a defendant and which claims
damages of $1,250,000 is still unsettled. Little pre-trial discovery has been conducted in
the action. However, it is the view of counsel, based upon the information presently
known to it, that the claims against the Company in the one remaining action present
no substantial adverse financial risk except for legal fees and other costs related thereto.

In 1969 the United States Securities and Exchange Commission obtained an injunction
which prohibits the Company from selling or offering to sell any equity securities of the
Company or any subsidiary in the United States unless a registration statement under the
Securities Act of 1933 is in effect or has been filed with respect thereto.

(b) Charges laid against the Company in 1969 by the Ontario Securities Commission alleging
that the Company’s 1968 consolidated financial statements contravened the provisions
of The Securities Act, 1966 (Ontario) were dismissed in 1970 and an appeal was filed.
The original decision was reversed in 1971 and the Company was fined $26,000. The
Company does not intend to appeal the decision and the fine is reflected in ““Administra-
tion and general” in the consolidated statement of income.

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

(d) An action has been commenced in the United States by the estates of two workmen killed
in February 1970 as the result of a construction accident at a project in which a subsidiary
of the Company in the United States and another company acted as the joint venture
general contractor. Named as defendants, in addition to the Company’s subsidiary and
its joint venture partner, are the owner, architect and two subcontractors. The joint
venture partner has also commenced a law suit relating to the same accident against
all other named defendants in the initial action. Insurance coverage held by the Com-
pany’s subsidiary has been disclaimed by the insurer on the basis of a coverage exception
for certain joint ventures which disclaimer is in dispute. The plaintiffs claim damages of
unspecified amounts.

Because of their contingent nature no provisions are made in the consolidated financial
statements with respect to the unsettled civil action and the unsettled actions included in
(a), (c) and (d) above respectively.
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24. Transactions with directors and officers
(@ The amount of $2,545,659 included in the consolidated balance sheet as “Due from
directors and officers” represents amounts due from persons who are directors and
officers of the Company and/or members of their families and/or family trusts and/or
companies controlled by one or more of them.

Included therein is a 7% mortgage receivable amounting to $2,232,290 which matures on
June 28, 1973 together with accrued interest thereon of $235,713 which interest has been
subsequently received. Information concerning this mortgage receivable and the
transactions related thereto follows:

In 1967 the Company purchased a parcel of unimproved land and entered into a
joint venture with respect thereto with a limited partnership controlled by Mr.
Herbert M. Green (a director of the Company and an officer of its principal
subsidiary until April 21, 1972) and/or members of his family and/or family trusts
and/or companies controlled by one or more of them (hereinafter referred to
throughout in note 24 as “Mr. Herbert M. Green”). In 1968 the Company sold its
interest in the land to the limited partnership at a profit of which $841,000, being the
Company’s share, is included in “Deferred Income” in the consolidated balance
sheet. The Company had an option through June 1970, which was subsequently
extended, to repurchase a 70% interest in the land at a price equal to an equivalent
proportion of the selling price (70% of $2,662,500) plus development expenses
(including carrying costs) incurred by the purchaser. On December 15, 1971 the
option was cancelled.

Mortgages payable on this land amounting to $1,083,000 at December 31, 1970 were
not assumed by the purchaser but remain a liability of the Company and are included
in “Other secured loans payable” in the consolidated balance sheet.

(b) The amount of $1,700,194 included in the consolidated balance sheet as “Due to directors
and officers” represents amounts due to persons who are directors and officers of the
Company and/or members of their families and/or family trusts and/or companies
controlled by one or more of them.

() Included therein is an amount of $1,628,000 which is owing to Mr. Alex ). Rubin
(presently an officer of the Company and formerly a director), Mr. Harry Rubin
(formerly a director and officer of the Company), four family trusts, and two
companies controlled by one or more of them (hereinafter referred to as “the
Rubins”).

Subsequent to December 31, 1970 by agreement dated December 1, 1971 the
Company acknowledged a total indebtedness to the Rubins of $1,628,000 comprised
of advances of $788,000 and interest of $840,000. The agreement was conditional
upon the entry of non-reviewable and non-appealable final judgments in the United
States civil actions by the United States District Court for the District of
Massachusetts. This condition was satisfied on March 13, 1972 (see note 23 (a)).

Principal and interest aggregating $1,195,723 payable to the Rubins was included in
“Due to directors and officers” in the consolidated balance sheet at March 31, 1970.
During the nine months ended December 31, 1970 the Company paid $33,125 and
reflected $465,402 as “Settlement with former directors and officers” in the
consolidated statement of income.

The Company agreed to repay the indebtedness of $1,628,000 to the Rubins on
December 1, 1974 together with interest from February 1, 1972 at 12% per annum
payable monthly.

As part of the above agreement the Company has given to the Rubins a promissory
note in the amount of $788,000 collaterally secured by an assignment of certain
assets of the Company amounting to $2,819,000 at December 31, 1970 which are
pledged at that date against loans payable of $1,000,000.
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(ii)

(iii)

On December 1, 1971 the Company and the Rubins released each other from any
further or additional claims existing up to that date including those which were the
subject of dispute at March 31, 1970 except for the item outlined in (ii) below.

Included therein is a liability, subsequently paid, in the amount of $36,000 owing to
Mr. Alex J. Rubin at December 31, 1970 with respect to leased space in a building
acquired by the Company in 1961.

Also included therein is the equity totalling $30,996 of Mr. Herbert M. Green in
certain consolidated joint ventures (see (c)(ii) below).

Certain other matters involving persons who are directors and officers of the Company
and/or members of their families and/or family trusts and/or companies controlled by
one or more of them follow:

(i)

(ii)

(iif)

(iv)

In 1961, pursuant to the arrangement leading to the formation of the Company, a
property was purchased for $136,250 subject to an existing lease which expires in
2018 with Mr. Samuel Gotfrid, a director and President of the Company. Under the
lease Mr. Gotfrid has an option to purchase the property for a price of $40,000
exercisable in 2018.

Companies and a limited partnership which are controlled by Mr. Herbert M. Green
have an interest in certain joint ventures, the accounts of which are included in the
consolidated financial statements (see note 2(c)(i)). The participation of Mr. Herbert
M. Green is 10% in one joint venture and 25% in the others. The accounts of
these joint ventures at December 31, 1970 show that the assets total $17,799,318, the
liabilities total $10,053,166 and the Company’s equity therein is $7,686,462.

By arrangements made between the parties on a mutually satisfactory basis, cash
amounting to $360,000 and other assets amounting to $390,000 of the joint ventures
have been distributed up to December 31, 1970 to Mr. Herbert M. Green prior to the
times at which such distributions were to have been made in accordance with the
terms of the agreements.

Mr. Herbert M. Green also participates to the extent of 1212% and 15% in the
profits or losses of each of two other joint ventures, the Company’s investment in
which is included in “Investment in and advances to joint ventures not consolidated”’
in the consolidated balance sheet (see note 10).

At December 31, 1970 Mr. Herbert M. Green owns 23.75% of the shares of Century
City Developments Limited, a consolidated subsidiary (see notes 2 (a) and 8) and
29.3% of the common shares of Canadian Century Homes Limited, an associated
company (see note 11).

In May 1970 a consolidated joint venture (in which the participants were the
Company and Mr. Herbert M. Green, see (ii) above) cancelled an agreement of
purchase and sale with a third party by mutual consent and also at the same time
sold all interest in the applicable real estate. A 7% note receivable of $1,550,000,
collaterally secured by a second mortgage, maturing on June 28, 1973 was taken back
from the purchaser. Mr. Herbert M. Green was assigned an undivided 19.1%
interest in the note amounting to $296,002 which represented his share of the profit
thereon. The Company retains an undivided 80.9% interest amounting to $1,253,998
which is included in the consolidated balance sheet in “Mortgages receivable”.

In May 1971 the Company loaned $100,000 to Mr. Herbert M. Green in consideration
for a promissory note payable on demand with interest at the rate of 16% per
annum. The promissory note was secured by the assignment to the Company by
Mr. Herbert M. Green of his undivided 19.1% interest.
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In November 1971 the Company purchased from Mr. Herbert M. Green his undivided
19.1% interest at a cost of $262,750. In settlement thereof the Company was repaid
$50,000 of the above loan and by agreement the remaining $50,000 may be offset
against any balances due to Mr. Herbert M. Green from the Company.

(v) See also the share options and the conditional share subscriptions outlined in notes
20(a)(iii) and 27(b)(i) respectively.

(vi) See also the contingent liability outlined in note 22(c).

25. Consolidated statement of income

(a) Interest— Charges
Long-term

Debentures (including the amortization of deferred financing costs
of $96,693 and the currency adjustment of $125,415 referred to

[F o T 2 (o 1 =0t 1 P $1,205,228
MOTIBAEES 5o samns & 5B S Go@as 3 F0ERE 5000 00005 § 54000 § Gibee 2,385,517
OTHEr s samis v s & s, s s LR § RO S s Y5 & Loms 1,362,975

] o =T o 192,642
$5,146,362

(b) The loss per share calculation is based on 10,962,070 common shares outstanding during
the nine months ended December 31, 1970. The dilutive effect resulting from the
conversion of the convertible debentures, the exercise of 1961 and 1965 warrants and
stock options would reduce the loss per share and consequently such calculation is not

provided.
(c) Aggregate direct remuneration to directors and senior officers
REMUNETATION,  +oocovee « sresss s o roinre o sumrmose o soneei s & £650E E £ 500 § oead § namt $ 142,841
FEptite CErtain itBetOns : 5 comes & sy & aeien § woiis ¢ WEsme § EvENE EEaEE 45,822
Legal and finders’ fees to a firm in which a director has an interest .. ... 49,256
Director’s participation in certain consolidated joint ventures (see note
24(c) (ii)
Allocation of income (net of losses) .............ccoiiiiiiin, 344,909
Distributions of deferred income ...... ...t iiiiiiinennannn. 83,545
$ 666,373

26. Subsequent events
Subsequent to December 31, 1970 up to March 31, 1972:
(a) Mortgages receivable which had a net book value of $1,712,000 as at December 31, 1970
were sold for approximately that amount.

(b) Substantially all principal on “Mortgages receivable” and “Balances receivable for land
sold under agreements of purchase and sale” outstanding at December 31, 1970, which
has become due either because of mortgages maturing or otherwise as summarized in
notes 5 and 6, has been received.

(c) Properties included in “Real estate held for development or sale” and having a book
value of approximately $9,986,000 at December 31, 1970 have been sold at a profit.

(d) Eleven properties included in “Revenue producing real estate” and having a book value
at December 31, 1970 of $2,538,000 have been sold at a profit.
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(e) Completion costs of buildings under construction at December 31, 1970 were approxi-
mately $408,000, substantially all of which applies to ““Real estate held for development
or sale”.

(f)  All principal on loans and mortgages payable outstanding at December 31, 1970, which
has become due as summarized in notes 12 to 16 inclusive, has been paid (except as set
out in (g) below) or arrangements have been made for extension, renewal or refinancing
as follows:

(i) $5,722,000 of “Loans payable secured by mortgages receivable” bearing interest at
rates which vary from 9%2% to 16%, weighted average 13.1%, have been renewed
or replaced or arrangements have been made for extension at rates which vary from
10%2% to 12%2%, weighted average 11.5%.

(i) $1,070,000 of “Other secured loans payable” bearing interest at rates which vary
from 7% to 15%2%, weighted average 8.8%, have been renewed or replaced at rates
which vary from 11% to 12%, weighted average 11.2%.

(iii) $890,000 of “Mortgages payable secured by land sold under agreements of purchase
and sale” bearing interest at a rate of 16% have been renewed at a rate of 11%2%.

(iv) $1,187,000 of “Mortgages payable on real estate held for development or sale”
bearing interest at rates which vary from 7%2% to 13%, weighted average 11.2%,
have been renewed or replaced or arrangements have been made for extension at
rates which vary from 10% to 12%2 %, weighted average 11.1%.

(v) $4,200,000 of “Mortgages payable on revenue producing real estate” bearing interest
at rates which vary from 7%2% to 16%, weighted average 12.2%, have been renewed
or replaced or arrangements have been made for extension at rates which vary from
9% % to 12%, weighted average 11.1%.

(g) Payments of principal and interest on “Mortgages payable on real estate held for develop-
ment or sale” were in arrears to the extent of approximately

) Century City 1ands: & ¢ vanss vammn s svws s swsan ¥ ova 5 i $1,280,000
(ii) Other mortgages ...........cooiiiiiiiiieainenenn, 503,000

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

(h) New permanent mortgage financing of $4,900,000 bearing interest at rates which vary
from 83 % to 9% %), weighted average 8.9%, and new interim financing of $450,000
bearing interest at a rate of 11% has been arranged.

27. Proposed corporate reorganization
(@) 7%2% Sinking fund debentures (see note 17)

The Company intends to make application to all interested persons and regulatory bodies
for approval of the following changes in the 7%2% sinking fund debentures to be effective
as of June 30, 1972. These changes will not become effective until approved by the
shareholders.

(i) The interest rate would be increased to 9% per annum.
(i) Maturity dates would be extended as follows:

Series Present Proposed
A November 15, 1973 May 15, 1976
B June 1, 1977 June 1, 1981
C February 15, 1976 February 15, 1981
D June 15, 1976 June 15, 1981

(iii) Sinking fund requirements would be amended as follows:
Series A would be extended through to November 15, 1975.
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Series B, C and D sinking funds would be consolidated and each series would
share rateably in the amounts to be paid on November 15 of each year as follows:

1972 et e e $ 250,000
T73 s s cuvng ¢ nalmd Sams 5 LaTEn & SRS 3 aiiaing & 250,000
TOZE  sreis sismes ¢ SO, AR SR & SRR SRS G 500,000
L 7 O 500,000
1976 10; 19B0NEIUSIVE, ; ¢ s 5 v 5 weteen = Sezes 5 5 1,550,000

All provisions relating to sinking fund acceleration would be deleted.

No sinking fund credit would be available with respect to Series B, C or D
debentures as a result of the Company having purchased such debentures.

The proportionate adjustment in Series C and D principal and interest payments
would be amended from a maximum 15% to a maximum 25% (increase or
decrease).

(iv) Each debenture series would be sub-divided into four separate sub-series, each to be
in a principal amount equal to one-quarter of the principal amount of the debenture
series being sub-divided. Each sub-series, with each sub-series relating to the Series
C and D being adjusted as provided in (ii) above, would be convertible into
common shares at any time prior to maturity as follows:

Sub-series Conversion price
I $2.00
Il 3.00
1l 4.00
v 5.00

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

(v) Additional security would be pledged under the Deed of Trust and Mortgage as
follows:

(1) Revenue-producing properties having a value of approximately $3,900,000,
subject to prior mortgages aggregating approximately $1,100,000;

(2) Lands held for development or sale having a net equity balance of approximately
$1,600,000; and

(3) Mortgages receivable having a net equity balance of approximately $616,000.

The limit of $6,600,000 applicable to the lands known as Century City would be
removed and such lands would, subject to the provisions of the Deed of Trust and
Mortgage dealing with the release of property, be subject to the full charge of
the Deed of Trust and Mortgage.

(vi) Extensive amendments would be made to the Deed of Trust and Mortgage con-
cerning, primarily, the mortgaging and sale of property subject to the charge thereof,
and the use which the Company may make of funds deposited with the trustee. In
the opinion of the Company, such amendments will greatly enhance the flexibility
which the Company has in dealing with such property and funds.

(b) Common shares (see note 20)
(i) Conditional subscriptions

Subsequent to December 31, 1970 First Canada Financial Corporation Limited and
Mr. Maxwell Goldhar, as trustee for two corporations to be incorporated, by condi-
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(ii)

(iii)

(iv)

v)

tional agreements have subscribed for 1,000,000 common shares at 50¢ each for a
total consideration of $500,000. Mr. Goldhar was engaged as a consultant to the
Company on January 11, 1971 at a fee of $2,500 per month and he has acted
continuously in such capacity since that time.

Mr. C. H. Tod, a director and officer of the Company, may become the owner of
25% of all the outstanding shares in one of the corporations to be incorporated
which has subscribed for 200,000 common shares.

The subscription agreements are subject to various conditions including the
following:

(1) By October 30, 1972 the repayment and other terms of the outstanding 712%
sinking fund debentures shall have been extended and modified in a manner
satisfactory to First Canada Financial Corporation Limited (see (a) above).

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

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

The Company intends to issue rights to all shareholders whereby such shareholders
would be entitled to subscribe for 1T common share at a price of 50¢ in respect of
each 10 common shares of which they are the holders of record. Such rights would
not be issued in respect of the 1,000,000 common shares subscribed for, as outlined
in (i) above.

First Canada Financial Corporation Limited intends to agree to subscribe for those
common shares which are not purchased under the rights offering.

If the proposed corporate reorganization is completed a maximum additional
4,873,000 common shares would be reserved for the proposed conversion rights
attaching to the amended sinking fund debentures.

The conversion prices of the convertible subordinated sinking fund debentures
Series A (see note 18) would be reduced substantially if common shares are issued
pursuant to the proposed corporate reorganization and consequently common
shares would be reserved in addition to those mentioned in note 20(a) (i).

The Company intends to make application to increase the authorized capital in order
to provide for the additional common shares required to be reserved as a result of
the proposed corporate reorganization.
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