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Financial Performance

Mainstreet buys under-valued rental properties and renovates them to increase their market value. These renovations,

which maximize rents, occupancy rates and property values, are the key to our overall financial performance.

During the second quarter, the Company’s performance was influenced most by continuation of the extensive renovation

program that began as a result of our rapid growth in 2002. Over the longer term, this program is expected to have a

significant, positive effect on Funds From Operations (FFO)*, a key performance measure of real estate companies. 

Mainstreet anticipates that the renovation program will be completed during the fourth quarter. In the interim, management

expects reduced FFO. In the three months ended March 31, 2003, the company’s FFO declined to $386,000 from $971,000

in the corresponding period in 2002. FFO per basic common share dropped seven cents from $0.11 to $0.04.

Year-to-Date Comparison (first half of 2003 vs. first half of 2002)

• FFO before net gain on the property disposition: $1,034,000 vs. $1,766,000

• FFO after net gain on the property disposition: $4,103,000 vs. $1,766,000

• Basic FFO per share before net gain on the property disposition: $0.11 vs. $0.20

• Basic FFO per share after net gain on the property disposition: $0.45 vs. $0.20

• Net (loss) income before net gain on the property disposition: $(538,000) vs. $602,000

• Net income after net gain on the property disposition: $2,531,000 vs. $602,000

Rental Income

Net rental income in Q2 declined marginally quarter-over-quarter, moving from $3,842,000 to $3,823,000 because of

increased vacancies resulting from the ongoing renovation program. The average gross monthly rental income per unit

of the portfolio rose four per cent from $637 to $662 over the year.

Year-to-Date Comparison (first half of 2003 vs. first half of 2002)

• Net rental income rose 11 per cent: $7,905,000 vs. $7,100,000 

• Average gross rental income per unit rose 4 per cent: $662 vs. $634

Operating Expenses

Compared to the same quarter in 2002, operating costs per unit per month rose 31 per cent (to $240 from $183). These

costs were affected mainly by an increase of more than 120 per cent in natural gas (heating) prices over the course

of 2002.

Year-to-Date Comparison (first half of 2003 vs. first half of 2002)

• Operating costs per unit per month increased 28 per cent: $226 vs. $177 

Second Quarter Results
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Property Portfolio 

Mainstreet’s portfolio of townhouses, garden-style apartments and mid-rise apartments consists of 2,369 units, up 

14 per cent from 2,076 units at March 31, 2002. Total square footage is approximately 1.9 million square feet.

Portfolio Summary Q2, 2003 Q2, 2002

Units % of Portfolio Units % of Portfolio

Renovated, occupied suites 1,693 71 1,565 76

Renovated, unoccupied suites 122 5 88 4

Occupied suites remaining to be renovated 393 17 373 18

Unoccupied suites remaining to be renovated 161 7 50 2

Total 2,369 100 2,076 100

Acquisitions/Dispositions

Mainstreet acquired a 77-unit property in Calgary for $4.25 million, and closed on a 104-unit property in Mississauga that

was acquired at a cost of $7.9 million in Q1. No properties were sold.

Year-to-Date

• 277 units acquired at a cost of $18.5 million

• One 188-unit property sold for $16.8 million

Financing

Approval for the conversion of more than $8.8 million of 7.26 per cent mortgages to Canada Mortgage and Housing

Corporation loans at an average rate of 5.24 per cent was granted during the quarter; funding will occur in May. 

Year-to-Date

• $19,200,000 in mortgage loans were converted to less costly Canada Mortgage and Housing Corporation loans

at an average rate of 5.18 per cent (compared to a previous average rate of 7.26 per cent)

Mainstreet expects to spend an additional $2 million this year on renovations. These renovations will be financed

through Funds From Operations and refinancing of existing properties.

Outlook for the Balance of 2003

Mainstreet performed as expected during the first half of the 2003 fiscal year. The company’s strategic decision to invest

in renovation of a significant proportion of its holdings affected earnings negatively, but management is of the view that

this short-term adverse impact will be more than offset by long-term gains for shareholders. The renovations are

expected to be completed in the fourth quarter. In the interim, management continues to monitor the market closely to

ensure that the speed at which renovations are carried out is consistent with market demand.

As always, we continue to seize every opportunity to control costs. In the third quarter, we will have the opportunity to

consolidate a very significant sum of mortgage financing into longer term, less expensive Canada Mortgage and Housing

Corporation debt. This will accelerate our return to profitability as the current renovation program is completed. 

* 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.
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