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PRESIDENT'S MESSAGE
Fellow Shareholders:

| am pleased to report our results for the financid year ended October 31, 2002. In last
year's message, our Charman, Eal Brewer outlined the aggressve growth and
redevelopment activity that Plazacorp undertook in 2001. As our portfolio of properties
continued to expand, it became clear to us that 2002 was a good time to evauate which
type of public corporate structure was the most advantageous for maximizing long-term
shareholder vdue. Following this review, we concluded tha our shareholders would be
better served by reorganizing oursdves into a mutua fund corporation. Our approach to
growing and managing our busness is unchanged, however, a mutud fund corporation
dructure provides the additional drategic option of consdering other corporation and
trust structures that optimize our pogtion in the capitd markets. We are pleased to report
that on December 10, 2002 we obtained shareholders agpprova to complete the
converson to a mutua fund corporation, and this converson was findized on December
11, 2002 with thefiling of our articles of amendmern.

Plazacorp is well postioned drategicaly. We are experienced in property acquisition and
development. Our tenants include local, regiond and nationd businesses. We have access
to capitd with strong rdationships with lenders, financid partners and investors  These
grengths, which have fuded our growth in the past, have become a true competitive
advantage for Plazacorp in Quebec and Atlantic Canada. We are extremely confident that
these resources provide an excdlent foundation from which we can emerge as a dominant
participant in our selected geographic markets.

In 2002 we continued our growth through the acquidtion of interests in four new
properties, Terrace Dufferin in Vdleyfiddd Quebec, Tacoma Centre in Dartmouth Nova
Scotia, SCA Paza in Saint John, New Brunswick and Les Promenades du Cuivre in
Rouyn Noranda, Quebec. At year end Plazacorp had an interest in 27 properties
comprisng 2.3 million square feet of retal red estate. Over the course of the fisca year,
the book vaue of our assets rose from $98.1 million to $105.3 million, our revenue grew
by 19% from $16.3 million to $19.4 million and funds from operations, after adjusting
for non-operding items that are not expected to occur on a regular bass, increased
17.17% from $2.97 million to $3.48 million.

During the past year the market price of Plazacorop shares did not reflect the vaue being
crested for our shareholders. As a result we commenced a norma course issuer bid in
November 2001 to take advantage of this pricing discrepancy. The bid expired on
November 15, 2002 and as of that date we had purchased 257,000 shares at an average
purchase price of $0.77 including commissons. These shares have now been canceled
with the increase in vaue being spread over the remaining shareholders. To date a new
issuer bid has not been initiated.



Fund raising continued to be akey activity for Plazacorp’s management.

Ealy in the year, we completed an offering of 11%, 3 year term debentures raising $5.0
million. The debenture proceeds were used to finance capita and tenant improvements
for avariety of projects.

In August of 2002 and again shortly after year end in December 2002, we organized two
gyndications which raised a tota of $3.51 million in two separate joint venture deds.
The firg joint venture arangement is for Tacoma Centre Limited Partnership, a
partnership that owns and is redeveloping the Tacoma Centre located in Dartmouth, Nova
Scotia.  The second joint venture arrangement is Plaza LPC Commercid Trug, a trust
that owns and is redeveloping the shopping centre Les Promenades du Cuivre located in
Rouyn Noranda, Quebec. Plazacorp originally purchased a 100% ownership interest in
each of the properties. On completion of the two syndications, Plazacorp retained a 10%
ownership interest and funds were raised to finance 90% of the equity requirement. In
addition to recelving 10% of the cash flow generated by the property, Plazacorp retained
the right to 50% of the cash flow in excess of the preferred return provided to investors.
We dso reserved the right to obtain 100% ownership in the property a a later date based
on specific put and cal agreements with our financid partners. This method of rasng
capitd is becoming increasingly important in how we finance red edate acquistions and
we anticipate completing more syndicated joint venture arangements in the future
These dructures benefit Plazacorp by dlowing us to mitigate the redevelopment risk
while a the same time providing excellent returns on our cash equity.

On September 17, 2002, Plazacorp Board of Directors approved the initiation of a
dividend policy to pay $0.08 per common share in quarterly payments of $0.02 per
common share. It is the opinion of the management and the Board tha the stability of our
portfolio is more than sufficient to support the payment of a regular dividend. By
introducing a dividend, we have strengthened the overal vaue of our stock in the market
and increased it's vaue as currency that can be used in an exchange for property. We
anticipate that many more acquistion opportunities will become avalable to us as a
result of paying adividend.

Shortly after year end, we established a dividend reinvesment plan, whereby investors in
the plan may reinvest dividends that they recelve in additiona Plazacorp common shares.
These plans have proven to be very popular with investors and represent an excelent
source of new capitd for expanding our business.

In 2003, we will continue to grow the Company through dtrategic acquisitions and
property deveopment. By effectively deploying the proceeds from our dividend
renvestment plan, through the issuance of common shares as condderation and by
continuing joint venture financing arrangements we are confident that we will be able to
take full advantage of the opportunities that exist in our market. The overal objective
remans the same. To improve the vdue of the Company’s portfolio, increase the funds
from operaions per share, continue to pay down our long-term debt and to pass on our
success to our shareholders.



| would like to express my gSncere gppreciaion to our Board of Directors for ther
continued guidance and support and to Plazacorp daff and the saff of our property
manager, Plaza Atlantic Ltd., for their exceptiond dedication and commitment. As we

commence our fourth full year as a publicly traded company, we are strongly positioned
to generate vaue for you, our dedicated shareholders.

Y ours sSncerdly,
Sgned “ Richard Hamnm’

Richard Hamm
Presdent and CEO

January 24, 2003



PLAZACORP PROPERTY PORTFOLIO

Property Ownership Total Property Area Total
Interest including non-owned Leasable
(October 31, 2002)  Anchors (ft?) Area (ft))
QUEBEC
Dollard-des-Ormeaux Centennial Plaza & Place du Marché 10% 188,968 188,968
Granby Bureau en Gros 50% 25,695 25,695
Laval Les Promenades St- Francois 100% 73,368 73,368
Montmagny Les Galeries Montmagny 50% 137,631 137,631
Rimouski Bureau en Gros 50% 25,771 25,771
Riviere-du-Loup Plaza Thériault 100% 24,441 24,441
Riviere-du-Loup Plaza Hotel de Ville 100% 20,252 20,252
Rouyn- Noranda Les Promenades du Cuivre 100% 201,561 131,178
Shawinigan Plaza Super C 100% 130,181 130,181
Valleyfield Terrase Dufferin 50% 17,587 17,587
NEW BRUNSWICK
Fredericton FHS Plaza 100% 24,366 24,366
Fredericton Nashwaaksis Plaza 100% 100,010 52,059
Grand Falls Grand Falls Shopping Mall 100% 152,317 152,317
Moncton Wedgewood Plaza 100% 12,768 12,768
Oromocto Oromocto Mall 100% 136,374 80,715
Saint John Business Depot 100% 25,293 25,293
Saint John Exhibition Plaza 55% 53,800 53,800
Saint John McAllister Drive Plaza 55% 19,275 19,275
Saint John Lansdowne Place 100% 202,493 202,493
Saint John SCA Plaza 55% 17,440 17,440
NOVA SCOTIA
Dartmouth Staples Plaza 100% 155,241 155,241
Dartmouth Tacoma Centre 10% 161,053 161,053
New Glasgow Staples Plaza 100% 33,763 33,763
PRINCE EDWARD ISLAND
Charlottetown Belvedere Plaza 60% 155,609 77,016
Charlottetown University Plaza 43% 62,127 62,127
Charlottetown Spring Park Plaza 85% 75,562 55,559
Summerside Granville Street Plaza 60% 127,542 81,783
TOTAL 2.360.488 2.042,140



MANAGEMENT’SDISCUSSION & ANALYSIS

The following should be read in conjunction with the consolidated financial statements
and the notes thereto appearing later in this annual report.

Overview

Plazacorp Retall Properties Ltd. (hereinafter refered to as “Plazacorp” or the
“Company”) acquires and develops retail red edtate throughout Atlantic Canada and
Quebec.

Background and Company History

Pazacorp was incorporated on February 2, 1999 and commenced trading on the Alberta
Stock Exchange as a “junior capitd pool” corporation on July 30, 1999. The Company
currently trades on the TSX Venture Exchange under the trading symbol PLZ.

Business Strategy

Pazacorp's long teem god is to maximize shareholder vaue through drategic
acquigtions of retall red edate. Plazacorp's primary focus involves the redeveopment
of wdl-located, but often dated, shopping mals and grip plazas. The Company dso
completes new developments of retal red estate on behdf of clients or provided a certain
level of pre-leasing is in place.  The objective of al activities is to improve the vaue of
the underlying red estate and generate stable recurring cash flows.

Plazacorp’'s acquidtion and development team is congantly monitoring the market for
opportunities which will meet its specific invetment criteria.  Often acquidtions that are
not a good fit for the company in one year may, as a rexult of changing economic and
other factors, become a good fit for the Company later. Sdecting the right time to
complete an acquistion is a Plazacorp drength. Opportunism in this market involves
patience, an atribute that Plazacorp management possess, which prevents the Company
from purchasng asssts smply for growth and insead focuses on building a property
portfolio properly over time.

During the year, Plazacorp focused on managing the development risk on redevelopment
projects by choosng to dign itsdf with a growing number of financid partners. This
year, Plazacorp has caried out this drategy in two redevelopment projects namely
Tacoma Centre in Dartmouth, Nova Scotia and Les Promenades du Cuivre in Rouyn
Noranda, Quebec reaulting in limited risk and maximized returns for Plazacorp
shareholders.

In the future Plazacorp intends to continue to secure excellent red estate redevelopment
opportunities in Atlantic Canada and Quebec and, where appropriate, invite partners to
paticipate in the development opportunities.  Through the application of its active
entrepreneurid  management style, Plazacorp will continue to focus its efforts in medting
its primary objective of maximizing vaue by improving its funds from operaion per
share.



Investment Criteria

Management of the Company adheres to gspecific invesment criteria on dl acquistions

and developments including:

- All acquistions and new developments must produce an unleveraged yidd of at least
12%.

- Mortgage financing will not exceed 75% of the property’s far market vaue (based
on the post development value of the property)

- The Company does not engage in speculaive development activities and will only
begin new development once an acceptable leve of pre-leasing isin place.

- No acquistion is completed without a thorough due diligence review, including an
asessment of the property’s leasng arrangements, physicd characterigtics, and
environmental issues.

Conversion to a Mutual Fund Corporation

As pat of Plazacorp’'s on-going drategic analyss of the Company’s corporate structure,
management undertook an invedtigation of dternate corporate dructures to enhance
shareholder vaue. On December 11, 2002, after receipt of shareholder and regulatory
goprova, Plazacorp filed articles of amendment to convert to a mutua fund corporation.

The Board of Directors determined that this corporate structure is the best course of
action for the Company because:

(@ It preserves the Company’s ability to continue to grow its portfolio by issuing
shares in exchange for properties, which in many cases has sgnificant income tax
savings that are typicaly shared between the vendor and Plazacorp.

(b) The Company will be able to flow through capita gains and dividends directly to
its shareholders usng the refundable tax mechanism avalable to mutud fund
corporations.

(©) It will enhance liquidity for shareholders.

2002 Operating & Financial Results

Revenues for the year ended October 31, 2002, increased from $16.3 million to $19.4
million resulting in a 19% increase. Operating expense increased 17.1 % from $7.0
million to $8.2 million. The increases in both revenues and operating expensss is
attributed to certain acquistions that occurred during the year and began contributing to
income asfollows

Property Proportionate interest owned and corresponding
number of months contributed to income.

Terrace Dufferin, 50% 11 months

Valeyfidd, Quebec

SCA Plaza, Saint John, New | 55% 3 months

Brunswick

Tacoma Centre, Dartmouth, 100% (April 2002 — August 2002) 5 months

Nova Scotia. Seenote 11(b) | 10% (September 2002 - October 2002) 2 months
Totd 7 months

Les Promenades du Cuivre, | 100% 2 months

Rouyn Noranda, Quebec




Property acquidtions typicdly begin to contribute fully to earnings in the year following
acquigtion.

For the year ended October 31, 2002, Plazacorp Retail Properties earned $2.89 million in
funds from operations after minority interest or $0.099 per common share compared to
$3.15 million in 2001 or $0.117 per common share.

From time to time reported funds from operations will include items which are non
recurring or are not expected to occur on a regular basis and do not impact the ability of
the Company’s portfolio to generate future funds from operations. In the current
reportlng periods, the following items had a Sgnificant impact on funds from operations.
In fiscd 2002, $309,510 in nonrecurring expenses was incurred during the
Company’ sinvestigation into various corporate structures.

- In fiscd 2002, Plazacorp held funds raised through mortgage bond and debenture
financing which were not fully invested in projects during the year. The purpose of
these funds is to provide Plazacorp with the flexibility to react quickly on potentid
acquigtions by diminging financing conditions This flexibility, while it is
conducive with Plazacorp's patient acquidtion drategy, may result in incressed
financing codts in years when the funds are not fully deployed. As a October 31,
2002 al funds raised were fully deployed.

- FHsca 2001 included a one-time recovery arisng from the recognition of income tax-

loss carryforwards.
October 31, 2002 October 31, 2001
$s Per share* $s Per share*
Reported funds from operationsper | $2,891,647 | $0.099 $3,150,536 | $0.117
share
Impact of non-recurring expenses 309,510 | 0.011
Impact for undeployed mortgage 282,684 | 0.009
bonds & debentures
Impact of tax claim of loss ($176,216) | $0.006
carryforwards
Funds from operations after $3,483,841 | $0.119 $2,974,320 | $0.111
adjustments

*Note: per share amounts are calculated using the weighted average number of shares outstanding.

Net income for the year ended October 31, 2002 is $399,276 compared with $1,082,367
for the prior year. The decrease is attributed to the items previoudy outlined as well as
ggnificant increase in amortization expense.  Amortization expense increased from $1.77
million in 2001 to $3.047 million in 2002. The amortization increase is largely a result of
the devdlopment program implemented in the prior year with leasng coss now being
amortized over the initid terms of the leases put in place in 2001. These amortization
costs negatively impact net income but do not impact funds from operations.




In 2002 a gain of $197,000 on the dispogtion of surplus land held in Wildan Properties
Limited Partnership was redlized.

Acquisitions and Developments
During the 2002 fisca year end, Plazacorp acquired and developed interests in four new

properties:

Terrace Dufferin

On December 4, 2001, Plazacorp acquired a 50% co-ownership interest in Terrasse
Dufferin, a 17,587 square foot srip plaza located in Vdleyfidd QC, through an
invesment in Centre Commercid Dufferin (2001) Inc. This property is leased to nationd
and regiond tenants.

Tacoma Centre

On March 28, 2002, Plazacorp acquired a 100% interest in Tacoma Centre, a 161,053
square foot shopping mal located in Dartmouth, Nova Scotia, through Tacoma Centre
Limited Patnership. During the year, the partnership completed an equity offering of
$1.44 million representing 90% of the equity requirements. Plazacorp retained a 10%
equity interes in the partnership and rights to 50% of the cash flow generated by the
property in excess of a preferred return.  Plazacorp may acquire 100% of the property at
a laer date based on specific put and cal agreements with its financid patners. The
redevelopment of this project included a converson on a portion of the property taking it
from a 65,067 sguare foot enclosed mal into a 61,300 square foot drip plaza
Completion of the redevelopment is expected to occur in March 2003 with substantia
lease up expected to be completed before year end.

SCA Plaza

On July 31, 2002, the Company acquired a 55% ownership interest in SCA Plaza Inc.,, a
sngle purpose company that built a 17,440 square foot drip plaza on McAlliger Drive in
Saint John, New Brunswick. The property is leased to nationa and regiond tenants.
This is an extendon of the successful deveopments including Exhibition Plaza and
McAlliger Drive Plaza dong McAllister Drive, Saint John's primary retall corridor. This
brings the total Plazacorp developments in thislocation to 90,515 square feet.

Les Promenades du Cuivre

On August 29, 2002, Plazacorp acquired 100% interest in units of Plaza LPC
Commercid Trudt, a trust holding Les Promenade du Cuivre, a 201,561 square foot
shopping mdl located in Rouyn Noranda, Quebec as its sole asset.  Shortly after year
end, the trust completed an equity offering of $2.07 million representing 90% of the
equity requirements. Plazacorp retained a 10% equity interest and rights to 50% of the
cash flow generated by the trust in excess of a preferred return.  Plazacorp may acquire
100% of the property a a later date based on specific put and call agreements with its
financia partners.  Redevelopment work on this property commenced shortly after
acquistion and is expected to be completed in June 2003 with lease up expected to be
completed in 2004.
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Capital Sructureand Liquidity
Plazacorp drives to ensure that it has sufficient capital, equity and systems in place to
support the continued growth consstent with its business plan.

Mortgage Debt

As described in Note 4 to the consolidated financid <tatements, mortgages payable
congs of $64.4 million in conventiond and $4.5 million in short term mortgeges and
norrinterest bearing mortgages. Mortgages payable for the year totd $69.0 million an
increase of 13.1% over lagt years $60.9 in mortgages payable.

During the year, Plazacorp aranged $32.3 million in long term mortgage financing.
Plazacorp paid $4.1 million in principd payments throughout the year as well as $19.2
millionin debt retirements.

The weighted average interest rate for conventional and short term mortgages is 7.6%
compared with 7.1% in the prior year. The increase is primaily atributable to the
converson of floating rate debt to fixed interest rates. The average term to maturity for
Pazacorp mortgages payableis 7.0 years.

Mortgage renewas over the next five years as a % of the $64.4 million in conventiond
mortgages are as follows:

Mortgage Renewals
7.00 9.7%
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Fiscal Year Ended October 31

Debentures
During the year the company issued a totd of $5.0 million in 11% debentures carrying a
3 year term. The debentures were used to finance capital and tenant improvements.
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Shareholders Equity

The book vaue of the shareholders equity at year end is $16.9 million compared with
$16.2 million at October 31, 2001. As disclosed in Note 10(e) to the financid statements,
during the year the company issued 1,587,301 common shares a a price of $0.63 per
common share as a rexult of the holder of a $1.0 million fixed rate mortgage exercising
their option to convert into equity. Shortly before the converson, the company issued
57,681 common shares a a price of $0.65 per share as payment of interest on this
mortgage.

Throughout the year the company carried out a norma course issuer bid through which it
purchased 257,000 shares a an average purchase price of $0.77 per share including
commissions.

Financial Strength

Within the past 17 months, Plazacorp has completed third party independent gppraisas
on 24 of its 27 income producing properties, representing more than 90% of the fair
market value of the Company’s portfolio. The appraisds indicated a fair market vaue for
Plazacorp's interest of $120.5 million, which represent a $22 million surplus above the
Company’s book vdue of $98.5 million. This surplus demondrates the Company’s
success a creating vaue for its shareholders.

Pazacorp's long term debt (including mortgages, bonds, debentures and notes payable)
relative to the book vaue of its property portfolio is 83.5%. while the debt relative to the
far market vaue of the portfolio is 68.2%. Management beieves that this debt relative
to the far market vdue is in line with industry norm. Management aso believes that the
interest coverage ratio of 1.76 times is a good reflection of the Company’s ability to meet
its debt obligations.

Plazacorp management uses cash return on book equity as one of its benchmarks for
measuring the financid performance of the Company. Management caculates this return
by dividng the funds from operations before minority interet and taxes by the
shareholders equity adjusted for minority interest, declared dividends and stock option
compensation. The cash return on book equity for the year ended October 31, 2002 is
23.8%. The cashreturn on book equity after tax is 20.6%.

Dividend Policy

On September 17, 2002, the Board of Directors approved a dividend policy to pay $0.08
per common share in quarterly dividend payments of $0.02 per share. The initid dividend
of $0.02 per share dividend was paid on November 15, 2002 to shareholders of record
November 1, 2002. Subsequent to year end the company aso established a dividend
reinvestment plan whereby participants in the plan will be able to reinvest dividends tha
they receive in Plazacorp in additiond common shares of the Company without the
payment of any brokerage fees. Participants will aso be entitted to a 3% bonus on
amount reinvested, such bonus to be pad in additiond common shares of the
Corporation.  Shares purchased under the plan will be priced a the weghted average
closing price of the common shares on the previous 20 trading days. Proceeds from the



dividend reinvetment plan will contribute to equity requirements on future property
acquigtions.

As the Company continues to improve its funds from operations per share the Board of
Directors will re-evauate its dividend policy.

Financing Future Acquisitions and New Developments

Management intends to finance new acquistions and devdopments through a
combination of proceeds from the Company’s dividend renvestment plan, partnership
arangements, debt financing and additiond equity financing. Equity financing will most
likdy occur by the company issuing shares as consderation for the acquidtion of
properties.  Raigng equity will only be contemplated if the subscription price is
reasonable and fair to Plazacorp shareholders. No change in control is anticipated as a
result of any potentid equity financing.

Management Structure

Cetan of the affars of Plazacorp are managed by Plaza Atlantic Limited, a private
company owned by Earl Brewer, Michad Zakuta and Paul Leger, dl directors and
officers of the Company. During the year $2.2 million in fees were paid to Plaza Atlantic
in exchange for leasing, property management, acquistion and financing services. Fees
billed by Plaza Atlantic Limited were a or below industry standard rates.

Executive Compensation.

Earl Brewer, Paul Leger and Michad Zakuta, al officers and directors of the Company
did not receive ay cash compensdtion including sdaries, commissions, bonuses,
directors fees or stock options during the year. Richard Hamm, who was appointed
Plazacorp President and CEO on May 16, 2002 received $1,400 in directors fees for
atendance a directors meetings. Commencing November 1, 2002, Richard Hamm will
receive a sdary in the amount of $100,000 annualy and will no longer receive director's
fees for atendance at directors meetingss. On May 14, 2002, Plazacorp received
regulatory approva to issue stock options to certain employees of Plazacorp Retall
Properties Ltd and its effiliales.  Peter Sheehan, Plazacorp’'s Chief Financid Officer
received 70,000 stock options with an exercise price of $0.75 per share. These options
ves in even tranches over the firgt, second and third anniversaries of the deemed grant
date of August 3, 2001. Peter Sheehan did not receive any other compensation from
Plazacorp during the year. Stephen Johnson, received meseting attendance fees of $1,400
for attendance at directors meetings during the yeer.

Risk Management

As with dl red estate companies, Plazacorp is exposed to numerous business risks in the
course of its business that can affect the Company’s performance.
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Operating Risk

Revenues

The most sgnificant operating risk affecting the Company’s performance is the potentiad
for reduction in rentd income resulting from reduced levels of tenant occupancy.
Plazacorp focuses on securing strong retail tenants that provide consumers with basic
necessties to make the portfolio less susceptible to generd economic  downturns.
Plazacorps weighted average lease term for fiscal 2003 based on exigting leases is 11.4
years with 7.1 years remaining. The weighted average gross renta rate for 2003 based
on exiding leases is $14.75 per square foot, which in management’s opinion is below
industry average for the market in which Plazacorp operates. Approximatey 72.38% of
its gross consolidated income is generated from nationad tenants and gpproximatey
8.11% is generated from regiond tenants. The remaining 19.5% of revenue is generated
from locd retail and non-retail tenants.

Findly, Plazacorp attempts to mitigate this operating risk by extending lease terms for
mgor tenants and staggering lease expirations across the portfolio. A summary of
Plazacorp's lease renewals over the next five yearsis asfollows:

Lease Renewals
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Fixed Operating Costs

Certan dgnificant expenditures, including property taxes, maintenance codts, mortgage
payments, insurance costs and related charges must be made by the Company throughout
the period of its ownership of its properties regardless of whether the property is
producing an adequate level of income. If the Corporation is unable to meet mortgage
payments on any property, losses could be sustained as a result of the mortgagee's
exercise of itsrights of foreclosure or sdle.
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The Company’s investment criteria of earning a 12% unleveraged yidd on acquisitions
ensures that the risk associated with fixed operating costs is minimized and therefore is
subject to lessrisk from diminishing revenues.

Financial Risk

The Corporation will be subject to the risks associated with debt financing, including the
risk that the Corporation’s existing mortgages will not be able to be refinanced or that the
terms of such refinancing will not be as favourable as the terms of existing indebtedness.

Plazacorp manages this financid risk by daggering its mortgage renewd dates and by
mantaning dgrong rdationships with its vaious lending and finencid partners.
Pazacorp's weighted average remaining term to maturity on its existing mortgeges is 7.0
years.

Acquisition and Development Risk

Plazacorp is sdective in the acquisitions and development projects that it pursues.  All
acquistions must meet specific investment criteria and are only completed after a
thorough due diligence on property acquisitions are completed.

Plazacorp attempts to minimize the development risk on projects that it undertakes by
continudly monitoring the condruction costs on any paticular development or
redevelopment project to ensure that they are in line with budgeted figures.  Plazacorp
has obtained an average cost per square foot on new developments of $86.60 per square
foot and on property acquistions of $64.99 per square foot. In management’'s opinion
these figures are below indusry average for Smilar condruction and redevelopment
projects carried out in this market.

Environmental Risk

Environmental legidation and policies are an important festure of property ownership
and management. Under various laws the Company could become liable for the cost of
effecting remedid work necesstated by the release, depost or presence of certtan
materids, incuding hazardous or toxic substances in waste a or from a propertty, or
disposed of at another location. The falure to effect remedid work may adversdy affect
an owner's ability to sdll red edtate or borrow using the red estate as collatera and could
result in dlams againg the owner.

Plazacorp attempts to mitigate this risk by adopting an environmenta management
program, including policies and procedures to review and monitor environmentd metters
asociated  with its properties. The Corporation’s environmental policy includes a
requirement to obtain a Phase | environmenta assessment and, if appropriate, a Phase |1
asessment conducted by an independent and experienced environmental  consultant
before acquiring a property. In addition, where necessary and indemnities are not in
place, the Corporatiion has environmenta insurance on its properties, with coverage of
environmental clams by third parties, cost of clean up, remediation and legd defence,
subject to normd quaifications.
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Outlook

In 2003, management is very confident that it will continue to meet its objective of
improving funds from operations per share through the gpplication of its busness
drategy. It is the intention of management to improve the characterigtics of the overdl
portfolio and to pass on the growth in funds from operations per share to Plazacorp

shareholders over time.

Summary of Key Financial Statistics

Leasing Statistics:

Weighted average initid lease term. 11.4 years
Weighted average lease term remaining. 7.1 years
Average gross rent per sguare foot. $14.75
Development Statistics:

Average building cost per square foot for $64.99
acquisitions of properties.

Average cost per square foot for newly $86.60
constructed properties.

Debt Ratios:

Average term to maturity on long term 7.0 years
debt.

Long term debt to book value of income 83.5%
producing properties.

Long term debt to fair market vaue of 68.2%
income producing properties.

Interest coverage ratio. 1.76 times
Performance Ratios:

Pre tax cash return on book equity 23.8%
(FFO+current taxes/shareholders equity).

After tax cash return on book equity 20.6%
(FFO/shareholders equity.)
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MANAGEMENT'SRESPONSIBILITY FOR FINANCIAL
REPORTING

To the Shareholders of Plazacorp Retail Properties Lid.

The accompanying financid Staements and information contained in this Annud Report
have been prepared by, and are the respongbility of, the management of the Company.
The financid datements have been prepared within accepted limits of materidity and in
accordance with Canadian generdly accepted accounting principles appropriate in the
crcumgances.  Financid information elsewhere in this report has been reviewed to
ensure consstency with that in the financid statements.

Management maintains gppropriate systems of internal control.  Policies and procedures
are desgned to provide reasonable assurance that transactions are property authorized,
asts are safeguarded and financial records are properly maintained to provide reliable
information for preparation of financid Statements.

The consolidated financia statements have been reviewed and approved by the Board of
Directors and its Audit Committee.

Teed Saunders Doyle & Co., the independent auditors appointed by the shareholders have

been engaged to audit the financid Statements and provide an independent professiona
opinion thereon.

Sgned “ Richard Hamm’
Richard Hamm

Presdent and CEO
December 17, 2002
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TEED
SAUNDERS
DOYLE & CO.

Chartered Accountants

Membber of DFK Accountancy Group Inc
{Canada) and DFK Intemational

AUDITORS REPORT

To the Shareholders of Plazacorp Retail Properties Ltd.

We have audited the consolidated balance sheet of Plazacorp Retail Properties Ltd. as a
October 31, 2002 and the consolidated statements of income, retained earnings, funds
from operations and cash flows for the year then ended. These financia Satements are
the respongbility of the company’s management. Our responghility is to express an
opinion on these financid statements based on our audit.

We conducted our audit in accordance with Canadian generdly accepted auditing
dandards. Those dandards require that we plan and peform an audit to obtan
ressonable assurance whether the financia datements are free of materid misstatement.
An audit incdludes examining, on a tet bass evidence supporting the amounts and
disclosures in the financd datements.  An audit dso indudes assessing the accounting
principles used and dgnificant estimates made by management, as wdl as evaduaing the
overdl financid statement presentation.

In our opinion, these consolidated financid <atements present farly, in adl materid
respects, the financid postion of the company as a October 31, 2002 and the results of
its operations and its cash flows for the year then ended in accordance with Canadian
generdly accepted accounting principles.

f-ﬂ__ ] ~—
.'/..f.-{af {_,]Quhqqn)-m boﬁ;}t‘h B l._.-;;

TEED SAUNDERSDQOYLE & CO
December 17, 2002 CHARTERED ACCOUNTANTS
Fredericton, NB
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CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Balance Sheet

Notes October 31, 2002 October 31, 2001
Assets
Income producing properties 3 98,521,458 89,645,262
Cash and short-term investments 2,429,440 4,397,352
Accounts receivable 825,873 1,659,378
Prepaid expenses 1,579,449 1,020,139
Other assets 2,002,051 1,471,397
105,358,271 98,193,528
Liabilities
Mortgages payable 4 69,000,696 60,977,790
Bonds and debentures payable 5 10,050,000 5,050,000
Notes payable 6 2,962,432 6,535,485
Bank indebtedness 7 239,680 582,170
Accounts payable and accrued liabilities 1,969,084 5,682,899
Dividend Payable 12 591,134 -
Income taxes payable 386,932 126,571
Future income taxes 9 2,610,431 2,651,631
87,810,389 81,606,546
Minority interest in net assets 561,099 301,654
Shareholders Equity
Share capital 10 15,352,212 14,174,899
Retained earnings 12 1,634,571 2,110,429
16,986,783 16,285,328
105,358,271 98,193,528

See accompanying hotes to the consolidated financial statements

Approved by the Board:

Sgned “ Richard Hamm’

Richard Hamm
Director

Sgned “ Paul Leger”

J Paul Leger, CA.
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CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Statement of Retained Earnings Year Ended Year Ended
Notes October 31, 2002 October 31, 2001

Retained earnings, beginning of period $ 2,110,429 ¢ 1,028,062

Less adjustment for change in accounting

policy 10 (f) 284,000 -

Adjusted Retained earnings, beginning of

period 1,826,429 1,028,062

Net incomefor the period 399,276 1,082,367

Less dividends declared during the period 12 591,134 -

Retained earnings, end of period $ 1,634,571 ¢ 2,110,429

See accompanying notes to the consolidated financial statements
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CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Statement of |ncome Year Ended Year Ended
Notes October 31, 2002 October 31, 2001
Rental income $ 19,402,847 $ 16,339,590
Operating expenses 8,201,419 7,011,084
Net operating income 11,201,428 9,328,506
Financing costs 6,186,252 4,629,416
Income from properties 5,015,176 4,699,090
Administrative expenses 507,621 369,612
Income before amortization and
undernoted items
4,507,555 4,329,478
Non-recurring expenses 8 309,510 -
Amortization 3,047,248 1,771,481
Income befor etaxes, minority interest,
and property gains 1,150,797 2,557,997
Income taxes 9 540,292 1115814
Income before minority interest and
property gains 610,505 1,442,183
Minority interest 408,382 359,816
Gain on disposition of property, net of
taxes and minority interest 11 (a) 197,153 -
Net income for the period 399,276 1,082,367
Basic earnings per share $ 001 $ 0.04
Weighted average number of shares
outstanding 29,264,808 27,014,560

See accompanying notes to the consolidated financial statements
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CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Statement of Funds from Operations Year Ended Year Ended
October 31,2002 October 31, 2001

Net income $ 399,276 $ 1,082,367

Items not affecting cash

Amortization 3,047,248 1,771,481

Gain on disposition of property (197,153) -

Stock option compensation 50,540 -

Minority interest in net earnings 408,382 359,816

Future income taxes (41,200) 801,784
Funds from operations $ 3,667,093 $ 4,015,448
Minority interest in funds from operations 775,446 864,912

Funds from operations after minority interest

in funds from operations 2,891,647 3,150,536
Basic funds from operations per share $ 0.099 ¢ 0.117
Weighted average number of shares outstanding 29,264,808 27,014,560

See accompanying nhotes to the consolidated financial statements



CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Statement of Cash Flows
Notes

Year Ended
October 31, 2002

Year Ended
October 31, 2001

Cash obtained from (used for):

Operating activities

Funds from operations $ 3,667,093 ¢ 4,015,448
Tenant inducements 1(d) (1,207,920) (652,415)
Change in non-cash working capita (2,588,126) (510,883)

(128,953) 2,852,150

Financing activities
Bank indebtedness (342,490) 356,170
Notes payable (3,573,053) 2,869,883
| ssue of common shares - 8,000
Repurchase of common shares for cancellation (194,560) -
Dividends paid to minority interests (148,937) -
Dividends payable to shareholders 12 (591,134) -
Proceeds from bonds and debentures 5,000,000 2,500,000
Net proceeds from mortgage financing 13,159,807 14,411,795
Mortgage principal repayments (4,136,901) (1,410,903)

9,172,732 18,734,945

Investing activities
Net acquisition, development and

redevelopment of properties 1(d) (9,960,602) (16,653,801)
Increase in other assets (1,051,089) (1,552,570)

(11,011,691) (18,206,371)

Increase (decrease) in cash during the period (1,967,912) 3,380,724

Cash , beginning of period 4,397,352 1,016,628

Cash , end of period $ 2,429,440 ¢ 4,397,352

See accompanying notes to the consolidated financial statements
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NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS
1 Significant Accounting Policies

The Company’s accounting policies and its standards of financid disclosure are in
accordance with generally accepted accounting principles as prescribed by The Canadian
Ingtitute of Chartered Accountants(CICA) and the recommendations of the Canadian
Ingtitute of Public and Private Red Edtate Companies (CIPPREC), the more sgnificant
policies of which are described below:

(a) Principlesof Consolidation
The consolidated financia statements include the accounts of Plazacorp Retall Properties
Ltd., its subsidiaries and joint ventures as follows:

Number of Months

Operations
Included in the
Entities Ownership Interest Financial Statements
2002 2001 2002 2001

Accounting Method - Consolidation
Exhibition Plaza Inc. 55% 55% 12 12
McAllister Drive Plaza Inc. 55% 55% 12 12
Centre Commercia Plaza Theriault Inc. 100% 100% 12 12
Les Gaeries Montmagny (1988) Inc. 50% 50% 12 12
Spring Park Plaza Inc. 85% 85% 12 12
Granville Street Properties Limited Partnership 60% 60% 12 12
Wildan Properties Limited Partnership 60% 60% 12 12
SCA Plazalnc. 55% - 3 -
Plaza LPC Commercial Trust 100% - 2 -
Accounting M ethod — Proportionate
Consolidation
Les Immeubles RSM Inc. 50% 50% 12 12
University Plaza (SC) Inc. 43% 43% 12 12
S.E.C. Rimouski Bureau en Gros 50% 50% 12 1
Centre Commercia Dufferin (2001) Inc. 50% 50% 11 -

(b) Rental Properties

Renta Properties are dstated at the lower of cost less accumulated amortization and
edimated “net recoverable amounts’. Cogt includes dl expenditures incurred in
connection with the acquidtion, deveopment, financing and redevdopment of the
properties. “Net recoverable amounts’ represent the undiscounted estimated future net
cash flow to be generated from the property throughout its useful life, including its
resdud vaue.
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(¢) Rental Income

Rentd Income includes rent earned from tenants under lease arangements, induding
percentage rents, property taxes and operating cost recoveries and incidenta income
including lease cancdlation payments.

(d) Amortization

The Company utilizes the snking fund method of amortization for its buildings and base
building improvements. The gnking fund method charges amortization to income a an
amount which increases annudly, conssing of a fixed annud sum together with a factor
compounded at the rate of 5% per annum 0 as to fully amortize the properties over their
esimated useful lives which do not exceed 40 years.

Equipment and parking lot improvements are amortized usng the declining baance
method of amortization at 20% and 8% respectively.

Leasng fees and tenant improvements and inducements are amortized over the terms of
the related leases on a draight line basis.  For financid statement presentation purposes in
the consolidated datement of cash flows, tenants improvements and inducements
incurred on properties under development and redevelopment are trested as inveding
activities, those incurred on developed properties are treated as operating activities.

Financing fees and other costs incurred in connection with debt financing are amortized
over the term of permanent financing in place on completion of property redevel opment.

(e) Income Taxes

The Company follows the future income tax liability method and records future income
taxes based on temporary differences that exis between the carrying amount of the
Company’'s assets and ligbilities and ther vdues for tax purposes. The Company
recognizes future income taxes when it is more likedy than not that the future income
taxes will be redized.

(h Financial Instruments

The far vaue of the Company's financid assets and ligbilities that represent net working
capita approximate their recorded values at October 31, 2002 due to their short term
nature. In these circumsances, the far vaue is determined to be the market or exchange
value of the assts or ligbilities.  The estimated fair vaues of the Company’s long term
debt are based on the values derived using market rates of amilar instruments.

Generdly, trading vaues for the Company’s financid indruments are not avalable In
determining edimates of the far vadues of the financid insruments, the Company must
make assumptions regarding current market rates, consdering the term of the instrument
and its risk. Current market rates are generdly sdlected from a range of potentidly
acceptable rates and accordingly, other effective rates and fair vaues are possible.
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(g) Use of Estimates

The prepardion of the Company’s financid Statements in conformity with generdly
accepted accounting principles requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities a the baance sheet date and the reported amounts of revenue and
expenses during the reporting period. Actud results could differ from such estimates.

2 Changesin Accounting Policies

(a) Earnings per share

Effective November 1, 2001, the Company adopted the new recommendation issued by
the CICA rdaing to the caculation of earnings per share. Under this revised standard,
diluted earnings per share amounts are cdculated usng the treasury stock method,
replacing the imputed interes earnings gpproach. Basic and fully diluted per share
amounts were not impacted by the change.

(b) Stock-based compensation plans

Effective for the year ended October 31, 2002, the Company has chosen early adoption of
the new recommendation of the CICA related to stock-based compensation. Under this
revised standard, stock-based payments and direct awards to non-employees and direct
awards, stock appreciation rights and smilar awards to employees thet are to be settled in
cash or equity insruments, are to be accounted for usng the intringc vadue or far vaue
based method of accounting, depending on the circumstances.

3 Income Producing Properties

Income producing properties consist of the following:

2002 2001
Land $ 15,069,433  $13,319,397
Buildings and improvements 98,180,421 88,690,184
Investmentsin limited partnerships (note 16) 710,000 550,000
113,959,854 102,559,581
Accumulated amortization (15438,396)  (12,914,319)
$ 98,521,458 9,645,262

Amortization expense includes amortization of tenant inducements and improvements of
$2,379,448 (2001 - $1,522,442).
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4 Mortgages Payable
Mortgages Payable congsts of conventiona mortgages and short term mortgages.

Conventional mortgages with fixed rates totd $64,406,976 (2001 - $40,406,600), bear
interest rates ranging from 6.9% to 8.015%, and have maturity dates ranging from
November 2004 to May 2013. At year end, there was one non-interest bearing mortgage,
in the amount of $410,000 (2001-$440,000).

Principd repayments and maturities of the above noted mortgages over the next five
years are asfollows:

Year ending Principd Baance of Percentage of
October 31% Repayments. Mortgages Maturing: Mortgages Maturing:
2003 $1,430,217 $ -

2004 $1,536,993 $ -

2005 $1,614,730 $6,219,978 9.7%
2006 $1,722,903 $3,375,754 5.2%
2007 $1,871,310 $ -

At year end there was one short-term, floaing rate, mortgage of $3,100,000 (2001 —
$15,271,190), bearing interest a the bank’s prime lending rae plus 0.75%. This
mortgage matures June 1, 2003. The only short-term mortgage with a fixed rate totaed
$1,083,720 (2001-$4,860,000) at year-end, and bears interest at 12% (2001-8.75%). This
short-term mortgage was repaid in full in December 2002.

The €ffective average interest rate for conventionad and short-term mortgages is 7.6%
(2001 — 7.1%). The average term to maturity is 7.0 years.

All mortgages are secured by registered charges on the respective land and buildings,
together with an assignment of leases and rents.

The Company is subject to risk of interest rate fluctuations. The Company minimizes its
interest rate risk by ensuring that debt maturities are staggered over a number of years
alowing the Company to reduce the risk of unfavourable interest rate changes.

5 BondsPayable

Bonds payable of $5,050,000 are secured by a $4,966,280 firs mortgage on Les
Promenades du Cuivre, a property owned by Plaza LPC Commerciad Trust (as described
in note 11(e)), and cash of $83,720. The bonds bear interest a a rate of 12% with the
principd due on dates ranging from June 30, 2005 to August 15, 2006. Subsequent to
year end, the mortgage on Les Promenades du Cuivre was increased to $5,050,000.
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6 NotesPayable
Notes Payable congs of the following: 2002 2001

Interest bearing notes, with an interest rate a prime plus 1%, $1,671,197 $3,944,626
no st terms of repayment, including Notes Payable to related

parties controlled indirectly by the director Michad Zakuta in

the amount of $1,671,197 (2001 - $2,155,075), and Notes

Payable to Plaza Atlantic Limited, a related party as described

in Note 14, of $nil (2001 - $1,602,551).

Interest bearing note, with an interest rate of 8%, principd 100,000 -
repayment due December 1, 2006

Non-interest bearing notes, with no set terms of repayment 1,191,235 2,590,859
including notes payable to related parties controlled indirectly

by the director Michad Zakuta in the amount of $827,996

(2001 - $1,117,111)

Total 2,962,432  $6,535.485

7 Bank Indebtedness

Bank indebtedness is payable on demand with interest at prime plus 0.75%.

8 Non-recurring expenses

Nortrecurring expenses are in connection with the Company’ s conversion to aMutud
Fund Corporation as described in note 18.

9 Income Taxes
The future income tax liddlity aises from a combination of taxable temporary
differences relating the Company’s proportionate interest in the excess of the net book

vaue over the undepreciated capita cost of depreciable assets and an excess of the book
vaue of certain deferred charges over thar tax vaue.
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The tax expense that was deducted in the determination of net income for the year ended
October 31, 2002 was made up of:

2002 2001
Current income taxes $ 141412 $ (93,638)
Large corporation and provincid capita taxes 440,080 407,668
Future income taxes resulting from an increase in taxable

temporary differences (_41,200) 801,784

540,292 1,115,814

The reconciliation of the tax expense deducted in the determination of net income for the
period with the tax expense that would have resulted from the agpplication of the statutory
rate gpplicable to the company is asfollows:
2002 2001
Taxes a combined effective rate of 40% (2001 - 42%)  $460,319 $1,074,358
Tax savings from subsidiary companies' loss carryforwards

and smd| business deductions (88,255) (133,176)
Adjustment to future tax ligbility arigng from change

in combined effective tax rate (179,352) (117,637)

Large corporationstax 347,580 292,269

0,292 $1,115,814

As a October 31, 2002, the Company had income tax loss carry-forwards in the amount
of $2.5 million, expiring in 2009. The bendfit of these losses has been recognized in the
financid daements to offsst future income tax liadility aisng from the difference
between the tax and book values of income producing properties and other assets.

10 ShareCapital
(@ Authorized

The Company has authorized an unlimited number of preferred shares and an unlimited
number of common voting shares.

(b) Issued and Outstanding

2002 2001
Number of common shares outstanding 29,556,698 28,168,716
Book vaue of common shares outstanding $15,017,672 $14,174,899
Adjustment for stock-based compensation (note 10 (f) ) 334,540
Book vaue of common shares outstanding $15352,212 $14,174,899
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10,314,449 shares are subject to escrow provisons and hold periods that expire on
various dates up to September 2006.

The Company is obligated to issue up to 2,839,287 additionad common shares as further
congderation in respect of certan past corporate acquisitions contingent upon certan
properties achieving specific performance criteria by the end of the 2003 fisca period.
The company hasissued no shares pursuant to these obligations.

During 2002, the Company issued no shares (2001 — 1,835,356) for acquigtions of
properties and shares in subsidiaries. In addition, no shares ( 2001 — 40,000) were issued
through the exercise of options.

(¢) Earnings and funds from operaions per share are caculated based on the weighted
average number of common shares outstanding during the reporting period. For the year
ended October 31, 2002, the per share amounts were calculated based on a weighted
average of 29,264,808 (2001 — 27,014,560) common shares outstanding. Fully diluted
earnings per share for the year ended October 31, 2002 is not materidly different from
basic earnings per share.

(d) On November 15, 2001, the company commenced a normal course issuer bid through
the facilities of and in accordance with the by-laws and rules of the TSX Venture
Exchange. During the year, 257,000 shares were repurchased a an average price of $0.77
per share including commissons, for a totd purchase price of $198,292. The bid
terminated November 15, 2002.

(&) On January 31, 2002, the holder of a fixed rate mortgage in the amount of $1,000,000
exercised their option to convert it into 1,587,301 common shares of the Company based
on an effective conversion price of $0.63 per share. Prior to conversion, the holder dso
received 57,681 shares in lieu of interest and other rights, based on an average converson
price of $0.65.

(f) The Company has a stock option plan whereby directors and certain employees of the
Company or its afiliates may be granted stock options at an exercise price not less than
100% of the market value on the date of grant.

There are 400,000 stock options outstanding at $0.20, which expire July 23, 2004.
Subsequent to year-end, 170,000 stock options were exercised at $0.20 per share.

On May 14, 2002, the Company received regulatory approval and issued 400,000 stock
options that were granted on August 3, 2001. These options have an exercise price of
$0.75 and vest in even tranches over the firgt, second, and third anniversaries of the grant
date.



A summary of the common share options outstanding is as follows:

# of Options

Exercise Price # of Options Expiry Date Exercisable
$0.20 400,000 Jduly 23, 2004 400,000

$0.75 400,00010 August 3, 2006 133,000010
800,000 533,000

Based on the options fair value, the Company has recognized $50,540 of compensation
expense related to the 133,000 of share options that vested in the year.

The cumulative amount of compensation expense that would have been recognized in
prior years had the recommendations of the new CICA stock-based compensation section
been applied, is $284,000 and has been charged to opening retained earnings for the
current fiscd year, without restatement of prior periods pursuant to recommendations of
the CICA (Note 2(b)).

The weighted average far vaue of dl options was determined usng the Black-Scholes
mode with the following assumptionss a 2.8 year expected life, a 41% expected
volatility; no condderation of anticipated dividends, and a risk-free rate of return of
3.6%.

Any consideration paid by employees on exercise of stock options is credited to share
capitd, as is the total estimated compensation charged to operations and retained earnings
as noted above of $334,540 as at October 31% 2002. No options were exercised or expired
during the year.

11 Corporate Acquisitions and Disposition
(a) Subsidiaries

On December 4, 2001, the Company acquired a 50% co-ownership interest in Terrasse
Dufferin, a 17,587 ft*> srip plaza in Valeyfidd QC, through an invesment in Centre
Commercid Dufferin (2001) Inc. The Company funded a portion of its 50% share of the
$1.21 million purchase price with $500,000 from the proceeds of firss mortgage bonds.
On March 15, 2002, these first mortgage bond funds were replaced with permanent
finanang.

The Company has disposed of surplus land located a Belvedere Plaza, Charlottetown,
PEl resulting in a gan on dispodtion of $197,153 after minority interests and income
taxes.

On July 31, 2002, the Company acquired a 55% interest in SCA Plaza Inc., which has
built a 17,440 ft> strip plaza. on McAllister Drive, Saint John, New Brunswick.
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(b) Property investments

On March 28, 2002, the Company acquired a 100% interest in Tacoma Centre, a 161,053
ft* shopping mal in Datmouth NS, through the Tacoma Centre Limited Partnership.
The Company utilized $2.2 million from its firs mortgage bond fund as well as a vendor
take-back mortgage to fund the $4.5 million purchase. On September 12, 2002, the firgt
mortgage funds were repaid when the partnership completed an offering of equity in the
property to private investors with the Company retaining a 10% equity interest and rights
to 50% of cash flow generated by the property in excess of a preferred return. The
partnership agreement provides for put options in favor of the limited partners tha
require Plazacorp to acquire 100% of the partnership units using its common shares as
condderation based on a formula outlined in the partnership agreement. The agreement
aso provides for cal options in favor of Plazacorp dlowing the Company to purchase dl
of the outdanding units in the Partnership based on a formula outlined in the partnership
agreement. Officers of Plazacorp Retall Properties Ltd have purchased approximeatey
13% of the partnership units.

On August 29, 2002 Plazacorp Retal Properties Ltd. acquired 100% of the units of Plaza
LPC Commercial Trudt, a trust that owns Les Promenades du Cuivre a 201,561 ft
shopping mal located in Rouyn Noranda, QC. On December 1, 2002, the trust completed
an offering of equity to other private investors, with Plazacorp retaining 10% of the trust
units, and a right to 50% of cash flow generated by the property in excess of a preferred
return. The trust agreement provides for put and cal options which respectively require
or dlow Pazacorp to acquire 100% of the trust units using its common shares as
condderation based on a formula outlined in the trust agreement. These put rights arise
November 30, 2003 and expire May 31, 2004. The cal rights arise June 1, 2004, and
expire May 31, 2005. Officers of Plazacorp Retail Properties Ltd have purchased
goproximately 19% of the trust units.

The put options under the above limited partnership and trust agreements were not

effective during the year ended October 31, 2002, and had no dilutive effect on earnings
per share and funds from operations per share.

12 Dividend Policy

The Company has edtablished a dividend policy providing for an amnud dividend payable
on a quarterly bass. On September 18, 2002, the Company declared the first dividend of
$.02 per share (annualized rate of $0.08 per share) be made on November 15, 2002 for
shareholders of record on November 1, 2002.

13 Interest Paid

During the year the Company paid $5,972,235 (2001 - $4,356,932) in interest from cash
from operations.
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14 Related Party Transactions

Plaza Atlantic Limited (the “Property Manager”), a private Corporation wholly owned by
some of the Company’s directors, namely Earl Brewer, Paul Leger and Michad Zakuta,
is engaged to act as the Company’s property manager. The Property Manager is
responsble for al propety management functions including lessng, operations and
maintenance, and dso assds the Company on acquistion, financing, development
activities and other management decisons. Fees billed for the year by the Property
Manager totaled $ 2,219,142 (2001 - $2,107,616) and were at or below market rates.

15 Interest in Joint Ventures

As described in note 1(a), the consolidated financial statements include the Company’s
proportionate interest in its activities conducted jointly with other parties. The following
amounts represent the totad proportionate amounts consolidated within these financd
datements for Les Immeubles RSM Inc., Universty Plaza (SC) Inc., SE.C. Rimouski
Bureau En Gros and Centre Commercia Dufferin (2001) Inc., asfollows:

2002 2001
Assets $5,102,137  $4,486,458
Liabilities $4,508,221  $3,301,638
Rentd Income $762,078 $633,720
Expensss, including debt sarvice, excluding amortization $585,800 $249,589
Income from properties $176,278 $234,841

The Company is contigently ligble for certain obligations of its co-venturers. Where the
Company’s liability exceeds it's proportionate interest in the joint venture, the excess is
detailed in note 17.

16 Investment in Limited Partner ships

The Company has invements in limited partnerships that are not consolidated within
these financid satements:

Centennial Tacoma
Limited Limited
Partnership  Partnership
Direct ownership position 10% 10%
Preferred return on investment 10% 12%
Profit entitlements after payment of preferred return 20% 50%
Maximum amount of loan guarantee nil $5,500,000
Additiond indemnities $3,000,000 none



As at October 31, 2002

(unaudited)
Assets of Partnership $20,287,599  $6,050,709
Ligbilities of Partnership $14,913,340  $4,450,709
Net assets of Partnership $5,374,259  $1,600,000
Investment in Partnership, at cost $550,000 $160,000

Net operating income for the year included $246,000 of income from the above noted
limited partnerships.

The Company has provided a limited indemnity of up to $3 million related to certain
matters, principdly environmentd, in relaion to a mortgage granted to Centennid
Limited Partnership.

The Company has a maximum guarantee of up to $55 million of interim financing
avalable to the Tacoma Limited Partnership. Liability under this guarantee would arise
after exhaudtion of the net equity in the partnership. As a October 31, 2002, $1.7 million
of thisfinancing had been drawn by the Partnership.

17 Contingencies and Commitments
(@ Including the guarantees disclosed in note 16, the Company has guaranteed the
mortgages payable of its subgdiaries in excess of the Company’s pro-rata ownership

position, as follows.

Full Amount of Debt based on Pro- Excess

Entities Guarantee Provided rata ownership Guarantee
McAlligter Drive PlazaInc. $ 800,000 $697,946 $102,054
LesImmeublesRSM (Inc.) —
Staples Granby 1,824,034 912,017 912,017
Spring Park Plaza Inc. 1,323,911 1,125,324 198,587
Tacoma Limited Partnership 1,681,529 168,153 1,513,376
$5,629,474 $2,903,440 $2,726,034

The guarantee provided to the mortgagee of Staples Granby is subject to a cross
guarantee provided by the other 50% co-owner for the full amount of the loan.

The Company has dso guaranteed the interim financing of SCA Plaza Inc. up to an
amount of $1.3 million. As a October 31, 2002, no proceeds had been drawn from this
finanang.



(b) The Company has agreements to lease land which expire on dates ranging from 2011
to 2063 with renewa options ranging from 10 years to 46 years. The minimum lease
payments for the next five years are asfollows:

2003 $ 526,087
2004 526,087
2005 526,701
2006 565,708
2007 569,875

Totd $2,714,459

(9 The Company’'s bankers have issued letters-of-credit in support of the Company’s
obligations under certain long-term mortgages. As at October 31, 2002, $300,000 of such
letters-of-credit were issued and outstanding. On December 13, 2002, a further $147,200
in letters-of-credit were issued for the same purpose. The facility under which the letters-
of-credit are issued, expiring May 13, 2004, requires that the Company naintan certan
financia ratios to comply with the facility. As a October 31, 2002, the Company was in
compliance with these requirements.

18 Subsequent Event

On December 10, 2002, a a specid meeting of shareholders, a resolution was passed to
file Articles of Amendment that would effect a converson of Plazacorp Retal Properties
Ltd to a Mutua Fund Corporation as defined the Income Tax Act (Canada). The
converson to a mutua fund corporation dlowing shareholders certain redemption rights
on their common shares subsequently occurred on December 11, 2002 with the filing of
the Articles of Amendment with the Director under the Business Corporations Act (New
Brunswick).

On December 10, 2002, the Company announced the implementation of a dividend
reinvestment plan. The Plan will enable the Company’s shareholders to reinvest ther
dividends in additiona common shares of the Company. Participants in the plan will aso
receive a 3% bonus on amounts reinvested to be paid in additiond common shares of the
Company. Shares purchased under the Plan will be priced at the weighted average closing
price of the common shares of the Corporation on the previous 20 trading days. The
Company will pay dl fees rdaing to the adminidration of the dividend reinvestment
plan.

19 Comparative amounts

Certain comparative figures have been reclassfied to conform with the presentation for
the current year.
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