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Mainstreet Equity Corp. is a real estate company dedicated to

the acquisition, management, and divestiture of multi-family

residential rental properties. Founded in 1997, Mainstreet

owns, operates and maintains its entire portfolio of properties. 

Our formula for success–the Mainstreet Value Chain–is based

on acquiring and enhancing undervalued properties to reveal

their true worth as investments. Mainstreet is traded under

the stock symbol MEQ on the Toronto Stock Exchange.

[corporate profile]
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Mainstreet Equity Corp.’s performance in Q1 2002 

(10/01/2001–12/31/2001) was solid compared to the

same three-month period in our 2001 fiscal year:

• Funds from Operations (FFO) grew 88.4 per cent, from

$422,000 to $795,000

• FFO per share climbed 80 per cent, from $0.05 to $0.09

• Rental revenues increased 28.1 per cent, from $2,543,000 

to $3,258,000

• The estimated market value of our portfolio rose 34 per cent,

from $95 million as of December 31, 2000 to $127 million as of

December 31, 2001

• Net income showed a gain of 214 per cent, from $83,000 

to $261,000

We also took advantage of record low borrowing rates in the last quarter

of 2001 to refinance $10 million of debt at 5.3 per cent.

[performance highlights]

Q1 2002 [ 1 ]
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We are pleased to present the financial and operating results of Mainstreet
Equity Corp. (MEQ:TSE) for our first quarter ended December 31, 2001. It was
a period marked by significant portfolio growth, lower operating costs, and
lower borrowing costs that will allow us to pursue our 2002 objectives with vigor
and confidence. These achievements validate the effectiveness of our Mainstreet
Value Chain business model, which offers low risk, high growth performance
year after year.

Financial Results
Funds from Operations (FFO) in the three months ended December 31, 2001
grew 88.4 per cent over the corresponding period in 2000, from $422,000 to
$795,000. FFO per diluted common share rose from $0.05 to $0.09.  

Operations
Mainstreet’s portfolio of multi-family rental real estate, which has been purchased
at below replacement cost, is divided almost equally between the buoyant mar-
kets of Calgary and Edmonton. Those markets continue to be characterized by
limited supply, high demand, and rising rents, offering excellent opportunities for
ongoing profitability. 

Property Portfolio 
Mainstreet’s portfolio, comprising mainly townhouses and garden-style 
apartments, now consists of 2,010 units, up 35 per cent from 1,487 units as of
December 31, 2000. The estimated market value of our portfolio is approximately
$127 million, an increase of 34 per cent over the same quarter in 2001.

Rental Income
Income from rent in Q1 2002 rose to $3,258,000 from $2,543,000 in Q1 2001,
an increase of 28.1 per cent. Our portfolio has now reached the size where we
reap the benefits of economies of scale and synergies on a continuing basis,
meaning that every dollar we earn through rent increases, lower operating costs,
or less expensive financing flows directly to our bottom line. 

Operating Expenses
Operating costs declined from $180 per unit per month to $171 per unit 
per month. 

Q1 2002 [ 3 ]

[report to shareholders]
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G&A Expenses
Rapid growth of our portfolio caused our overhead expenses to increase from
$150,000 to $276,000, a gain of 84 per cent over the same quarter in FY2001.  

The Outlook for 2002
We believe Mainstreet will perform strongly throughout the rest of our 2002 
fiscal year. The trend toward lower utility and debt costs––our most significant
expenses––is expected to continue. That positive development, together with the
pronounced operating efficiencies we are starting to experience as a result of our
portfolio size, bodes well for the future of our company and shareholders.

On behalf of the Board of Directors,

Bob Dhillon
President and CEO
February 28, 2002

Note: FFO is the key determinant of share value for property companies. FFO represents net
income prior to non-cash expense items, depreciation, and future income tax. FFRO reflects
FFO less net income from sales of real estate properties.

Certain statements in this report may constitute forward-looking statements. Such state-
ments involve risks, uncertainties and other factors that may cause actual results, perfor-
mance or achievements of the company to be materially different from any future results,
performance or achievements expressed or implied by such forward-looking statements.

[ 4 ] Q1 2002
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($000s)
(Unaudited)

December 31 September 30
As at 2001 2001 

ASSETS 

Real estate properties $ 95,245 $ 78,490 
Restricted cash 688 648 
Cash 206 112 
Other assets 1,067 851 
Deferred charges 881 792 

$ 98,087 $ 80,893 

LIABILITIES 

Mortgages payable $ 88,255 $ 71,633 
Debenture (notes 3 and 4) 2,000 2,000 
Accounts payable 873 885 
Refundable security deposits 788 648 
Future income taxes 1,300 1,117 

93,216 76,283 

SHAREHOLDERS’ EQUITY 

Share capital 1,869 1,869 
Retained earnings 3,002 2,741 

4,871 4,610 

$ 98,087 $ 80,893 

See accompanying notes to the consolidated financial statements
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Consolidated Balance Sheets
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For the three month period ended December 31, 2001 and December 31, 2000
($000s, except per share amounts)
(Unaudited)

Three Months Three Months
Ended Dec. 31 Ended Dec. 31

2001 2000 

Revenue

Rental income $ 3,258 $ 2,543 
Interest income 27 11 

3,285 2,554 

Expenses 

Property operating expenses 888 768 
Utility rebate (77) – 
General and administrative expenses 276 150 
Financing costs  1,300 1,138 
Depreciation and amortization 387 272 

2,774 2,328 

Income before income taxes 511 226 

Income taxes

– current 67 45 
– future 183 98 

Net income 261 83 

Retained earnings, beginning of period 2,741 1,970 

Retained earnings, end of period $ 3,002 $ 2,053

Earnings per share

– basic $ 0.03 $ 0.01
– diluted $ 0.03 $ 0.01

See accompanying notes to the consolidated financial statements
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Consolidated Statements of Income and Retained Earnings
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For the three month period ended December 31, 2001 and December 31, 2000
($000s, except per share amounts)
(Unaudited)

Three Months Three Months
Ended Dec. 31 Ended Dec. 31

2001 2000 
Cash obtained from (used in):

Operating activities

Net income $ 261 $ 83
Items not affecting cash 

Depreciation 351 241 
Future income tax 183 98 
Funds from operations 795 422 
Net change in non-cash operating balances (128) (135)

Cash flow from operating activities 667 287 

Financing activities 

Financing of revenue producing properties  15,481 4,302 
Repayment of secured debts on revenue 

producing properties, and other debts (7,104) (1,236)
Issue of debentures – 1,000 
Deferred charges (89) 43 

8,288 4,109 
Investing activities

Purchase of revenue producing properties  (8,861) (4,151)

Decrease in cash and cash equivalents 94 245 

Cash and cash equivalents, beginning of period 112 340 

Cash and cash equivalents, end of period $ 206 $ 585 

Cash and cash equivalents comprise of:

Cash (bank indebtedness) $ 101 $ (245)
Short-term deposits 105 830 

$ 206 $ 585 

Funds from operations

Per share

– basic $ 0.09 $ 0.05
– diluted $ 0.09 $ 0.05

Income taxes paid $ 80 $ 393

Interest paid $ 1,215 $ 1,049

See accompanying notes to the consolidated financial statements
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Consolidated Statements of Cash Flows
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For the three month period ended December 31, 2001
($000s, except per share amounts)
(Unaudited)

1. Basis of presentation
These unaudited interim consolidated financial statements have been prepared in accordance
with Canadian generally accepted accounting principles ("GAAP") and are consistent with those
used in the audited financial statements as at and for the year ended September 30, 2001, except
as outlined in note 2.
The interim financial statements should be read in conjunction with the audited financial state-
ments for the year ended September 30, 2001.
Due to seasonality, the operating results for the period are not necessarily an indication of the
results that may be expected for the full year.

2. Changes in accounting policies
The Canadian Institute of Public Real Estate Companies has set out a new standard which requires
the use of a funds from operations ("FFO") calculation, versus the traditional cash flow from oper-
ations calculation. As a result of this change, the Corporation will now calculate funds from oper-
ations per share instead of cash flow per share. Prior period figures have been restated.

3. Debentures
The debentures mature in 2006 and bear interest at 10% per annum, are interest only, payable on
an annual basis and secured by a floating charge on all assets, and are subordinate to all existing
mortgage loans and banking facilities.

4. Related party transactions          
$1,000,000 of the debenture was issued to a company in which a director is an officer, a director and
a shareholder. This was done under the same terms and conditions as those issued to third parties. 

5. Earnings and funds from operations per share
Basic earnings and funds from operations per share are calculated using the weighted average
number of shares outstanding during the period.
The treasury stock method of calculating the diluted earnings per share and funds from operations
per share is used.
The following table sets forth the computation of basic and diluted earnings per share and funds
from operations per share: 

Dec. 31, 2001 Dec. 31, 2000
Numerator
Net income $ 261 $ 83 
Funds from operations $ 795 $ 422
Denominator
– Denominator for basic earnings and funds from operations per share
Weighted average shares 9,033,333 9,033,333
Effect of diluted earnings and funds from operations per share 160,854 165,394
– Denominator for diluted earnings and funds from operations per share 9,194,187 9,198,727
Basic earnings  per share $ 0.03 $ 0.01
Basic funds from operations per share $ 0.09 $ 0.05
Diluted earnings per share $ 0.03 $ 0.01
Diluted funds from operations per share $ 0.09 $ 0.05

6. Comparative figures          
Certain comparative figures have been reclassified to conform with the current period’s 
presentation. 

Notes to the Consolidated Financial Statements
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[corporate information]

Head Office 
Mainstreet Equity Corp.
Suite 100, 1122 – 8 Avenue SW
Calgary, Alberta T2P 1J5
Tel: 403 215-6060
Fax: 403 266-8867
E-mail:
Mainstreet@mainstreetequities.com

Investor Relations 
Bob Dhillon
Tel: 403 215-6063
Fax: 403 264-8870
E-mail: bdhillon@mainstreetequities.com

Financial Inquiries
Johnny Lam
Tel: 403 215-6067
Fax: 403 264-8870
E-mail: jlam@mainstreetequities.com

Registrar & Transfer Agent 
Computershare
o/a Montreal Trust Company of Canada
#600, 530 – 8 Avenue SW
Calgary, Alberta

Auditors 
Deloitte & Touche LLP
2400 Scotia Center
700 – 2 Street SW
Calgary, Alberta

Solicitors
Warren Tettensor
1413 – 2 Street SW
Calgary, Alberta

Armstrong, Perkins, Hudson
1600 Canada Place
407 – 2 Street SW
Calgary, Alberta

McMillan Binch
Suite 3800 South Tower
Royal Bank Plaza
Toronto, Ontario

Banker
Bank of Nova Scotia
240 – 8 Avenue SW
Calgary, Alberta

Stock Exchange 
Toronto Stock Exchange 
(Trading Symbol: MEQ)

Officers
Bob Dhillon, CEO and President
Calgary, Alberta

Darrell Cook, Secretary & Treasurer
Calgary, Alberta

Johnny Lam, CFO
Calgary, Alberta

Board of Directors
Rowland Fleming, Chairman,
Mississauga, Ontario

Joe Amantea, Calgary, Alberta

Frank Boyd, Calgary, Alberta

Darrell Cook, Calgary, Alberta

Bob Dhillon, Calgary, Alberta

Lawrence Tapp, London, Ontario

Directors’ Committees

Advisory Committee 
Murray Bryant, London, Ontario

Executive Committee 
Bob Dhillon, Calgary, Alberta

Joe Amantea, Calgary, Alberta

Darrell Cook, Calgary, Alberta

Audit Committee
Lawrence Tapp, Chairman,
London, Ontario

Rowland Fleming, Mississauga, Ontario

Frank Boyd, Calgary, Alberta
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MAINSTREET EQUITY CORP.
Suite 100, 1122 – 8 Avenue SW

Calgary, Alberta T2P 1J5

Tel: 403 215-6060   Fax: 403 266-8867

E-mail: Mainstreet@mainstreetequities.com

www.mainstreetequities.com
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