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Performance Highlights

In the first quarter of 2003, Mainstreet Equity Corp. entered the Greater Toronto Area housing market with
a 104-unit purchase in Mississauga for $7.8 million, realized a $3.8 million gain before income tax from the
sale of a Calgary property, purchased a 96-unit Calgary condominium complex for $6.3 million, and
converted $10.4 million in financing to longer term CMHC-insured mortgages at 4.96 per cent. 

The foundation of Mainstreet’s business is the acquisition and renovation of unstabilized properties.
Typically, the renovations include new appliances, carpet, paint, exterior siding, and insulation. Until newly-
acquired properties have been renovated and rented out at higher rates (Management refers to this process
as “stabilization”), the units in them do not generate a significant income and cash flow. Over the long-term,
renovation leads to higher monthly rental rates, a lower vacancy rate, and increased property values. During
this quarter, however, continuing renovations resulted in a decline in Funds From Operations (FFO)*,
before consideration of the $3.1 million gain in FFO from the sale of the Calgary property.

The following table compares Mainstreet’s occupancy rate and renovation activities as of December 31, 2002
(Q1, 2003) with those as of December 31, 2001 (Q1, 2002).

Q1 2003 Q1 2002

Status Units % Units %

Occupied 1,890 86 1,941 97

Unoccupied 101 5 41 2

Under renovation 197 9 28 1

Totals 2,188 100 2,010 100

To date, Mainstreet’s investment of $2.2 million in renovation of the unstabilized portfolio has enabled the
Company to rent 232 renovated units (or 33 per cent of the unstabilized portfolio) at higher rents. At the
end of this quarter, approximately 60 per cent (or 415 units) of the unstabilized portfolio had not yet been
renovated. Management expects that the remaining renovations will be completed and the properties
stabilized by the end of the current financial year. 

Financial Performance

Funds From Operations (FFO)* is a key performance measure of real estate companies. As a result of
Mainstreet’s extensive renovation program, the Company reported quarterly FFO of $648,000 and FFO per
share of 7 cents before consideration of the $3,069,000 net gain on the property disposition, compared to
FFO of $795,000 and FFO per share of 9 cents for the same period last year.

* Funds From Operations (FFO) is calculated as net earnings before depreciation of real estate properties and future income taxes. Readers
are cautioned that this calculation of Funds From Operations may differ from the calculations used by comparable entities.

First Quarter Results
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Rental Income

Rental income was up 25 per cent over Q1, 2002, increasing to $4,082,000 from $3,258,000. The average
gross monthly rental income per unit of the portfolio rose as well over the year, from $637 to $657.

Operating Expenses

Compared to the same quarter in FY2002, operating costs per square foot per month rose 18 per cent
($0.26 vs. $0.22). Operating costs increased 63 per cent ($1,450,000 vs. $888,000), due mainly to 33 per
cent portfolio growth and a 35 per cent increase in natural gas costs over the year. 

Financing

During the first quarter, Mainstreet converted $10.4 million dollars in mortgages to more favourable, longer
term Canada Mortgage and Housing Corporation (CMHC) insured loans at a rate of 4.96 per cent. This rate
compares favourably to the previous 8.45 per cent. Sixty-two per cent (62%) of the Mainstreet mortgage
portfolio is now long term CMHC-insured.

The Company expects to spend approximately $2.5 million this year on renovations. These renovations will
be financed through Funds From Operations and through refinancing of its existing properties.

Property Portfolio 

The Mainstreet portfolio of townhouses, garden-style apartments and mid-rise apartments includes 2,188
units at December 31, 2002, up nine per cent from 2,010 units at December 31, 2001. 

Acquisitions/Dispositions

Mainstreet acquired two properties during the first quarter: a 104-unit apartment complex in the Greater
Toronto Area (Mississauga) and a 96-unit apartment complex in Calgary. One mature property, a 188-unit
complex in Calgary, was sold.

The Outlook for the Balance of 2003

As reflected in the property purchase in the Greater Toronto Area, Mainstreet continues to monitor all
Canadian markets for investment opportunities that might enhance the returns to shareholders. 

Low borrowing rates continue to make purchasing an attractive proposition for Mainstreet. At the same
time, low rates and an oversupply of new condominium apartments have encouraged some tenants to
purchase for the first time. Consequently, the industry as a whole has seen a decline in demand for rental
accommodations. As a player in the mid-tier rental market, Mainstreet stands to be affected but not as
significantly as top-tier owners.

Management will complete its current program of property renovation during the current financial year. As
a result, the vacancy rate is expected to decline and be accompanied by an increase in net rental income. 


