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C O R P O R A T E  P R O F I L E

FIRST CAPITAL REALTY INC. (TSX:FCR) is a growth-oriented, publicly traded real

estate corporation that focuses on the ownership of neighbourhood and community

supermarket anchored shopping centres in growing metropolitan areas in Canada

and the United States.

The Company’s primary objective is the creation of value through long-term maxi-

mization of cash flow and capital appreciation from its growing shopping centre

portfolio. In Canada, this objective is achieved by proactively managing the existing

shopping centre portfolio, through a focused and disciplined acquisition strategy

and by undertaking selective development and redevelopment activities. In the

United States, the Company is active through its holdings in Equity One, Inc.

(NYSE:EQY), one of the largest neighbourhood and community shopping centre

real estate investment trusts in the southern United States. First Capital Realty is

managed by experienced real estate professionals who have a significant interest

in creating long-term value for all shareholders. First Capital Realty’s common

shares, convertible debentures, debentures and warrants trade on the Toronto

Stock Exchange. 
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Q U A R T E R L Y  F I N A N C I A L  H I G H L I G H T S

Three months ended Six months ended

June 30 June 30 June 30 June 30

($000s, except per share data) 2003 2002 2003 2002

Funds from operations (“FFO”) $ 13,451 $ 10,496 $ 26,314 $19,320

Diluted FFO per share $ 0.35 $ 0.33 $ 0.69 $ 0.63

Net rental income $ 22,495 $ 18,663 $ 43,998 $35,335

Equity income from Equity One $ 5,333 $ 4,958 $ 10,648 $11,087

Net earnings $ 8,892 $ 6,381 $ 23,808 $14,529

Diluted earnings per share $ 0.17 $ 0.13 $ 0.61 $ 0.40

Dividends paid per common share $ 0.28 $ 0.27 $ 0.56 $ 0.54

Weighted average common 

shares outstanding - Basic 20,029 15,983 19,686 15,682

Weighted average common 

shares outstanding - Diluted 41,761 35,842 41,039 34,446

Second Quarter Highlights

• Raised $86 million through the issuance of more than 6.5 million common shares

and increased the public float 97% to 5.5 million shares.

• Generated $13.5 million in funds from operations, up 28% over the same period last year.

• Funds from operations per share (diluted) were $0.35 compared to $0.33 last year, up 6%.

• Net earnings, at $8.9 million, were up 39% (31% on a diluted per share basis).

• Acquired an interest in four properties, two in Ontario and two in Quebec, for a total

price of $15.6 million.

• Invested $21.7 million on development and redevelopment activities during the quarter.

• Entered into a binding agreement to acquire Meadowvale Town Centre, a 387,000

square foot shopping centre in Mississauga.

• Received $4.7 million in Equity One dividends.

• Recognized a dilution gain of $2.0 million net of tax as a result of Equity One’s

issuance of shares in connection with a public offering.

Subsequent to Second Quarter 

• Purchased Bayview Lane Plaza in Markham, Ontario for $8.5 million.

• Entered into agreements to acquire 4 shopping centres for approximately $100 million.

• Increased third quarter dividend to $0.29 per common share.

• Announced intention to again pay interest on 7% convertible debentures (FCR.DB.C)

due on September 2, 2003 in common shares.



M E S S A G E  T O  O U R  S H A R E H O L D E R S
( I N C L U D I N G  M A N A G E M E N T ’ S  D I S C U S S I O N  A N D  

A N A L Y S I S  O F  F I N A N C I A L  P O S I T I O N  
A N D  R E S U L T S  O F  O P E R A T I O N S )

This was an important quarter for the Company. We raised more than $86 million in
equity, substantially increasing our acquisition capacity and reducing our leverage ratio.
Of this new equity, $52.9 million was raised through a private placement of 3.75 million
shares at $14.10 per share. Another $27.3 million was raised through the exercise of
2.31 million of our publicly traded share purchase warrants, and $5.9 million of interest
on our 7.25% convertible debentures was satisfied with 0.44 million shares. As a result
of these transactions, our public float has almost doubled to more than 5.5 million shares,
and now exceeds the $75 million threshold required to become a short-form prospectus
issuer, which will simplify and reduce our costs of accessing capital markets. This
additional equity also better positions us to take advantage of our acquisition pipeline and
development and redevelopment opportunities. FFO is up and our Company now has a
stronger balance sheet.

Operations Review 

During the quarter, we continued to acquire strategically located properties, with
redevelopment opportunity, in urban markets. The Company acquired an interest in two
properties in Ontario and two properties in Quebec, totalling approximately 173,000
square feet of gross leasable area. The total purchase price of $15.6 million, including
closing costs, for these transactions was satisfied by $8.6 million cash, the assumption
of $4.5 million of long-term debt at an average fixed rate of 7.3%, and $2.5 million with
a short-term vendor take back mortgage.  

Marketplace in Toronto is well located in a rapidly growing area. The site at 3434
Lawrence Avenue East in Toronto is across from our Cedarbrae Mall providing a
redevelopment opportunity within a densely populated market. The purchase of a
47,000 sq. ft. vacant building adjacent to our Les Promenades du Parc property in St.
Hubert, Quebec will enable us to relocate and expand the existing supermarket at our
centre, while creating additional space for new tenants from the original store. We also
acquired an interest in the land under the supermarket (which is on a land lease) in our
Domaine shopping centre in Montreal, giving us full control of the property. This brings
our total acquisitions for the six months to $50 million.

We are continuing our joint venture development at Royal Oak in Calgary, Alberta,
and Brooklin Towne Centre in Whitby, Ontario, as well as at our Carrefour du Versant
development in Gatineau, Quebec.

Subsequent to quarter end, the Company acquired Bayview Lane Plaza, a 48,000
square foot shopping centre anchored by a Food Basics supermarket, a local drug store
and Bank of Montreal, for $8.5 million.

The Company has also entered into agreements to purchase, in three separate transactions,
four shopping centres totalling approximately 620,000 sq. ft. for a total purchase price
of approximately $100 million. These centres are all anchored by both a supermarket



and a drugstore and are very well located in growing urban communities. The shopping
centres are McKenzie Towne Centre and Tuscany Plaza in Calgary, Alberta, Gloucester
City Centre in Ottawa, Ontario and Maple Grove Village in Oakville, Ontario. These
transactions are expected to close in the third quarter and are subject to customary
closing conditions with the one property in Ottawa still subject to financing conditions
in favour of the Company.

Financial Review

Three months ended June 30, 2003

Funds from operations (“FFO”) for the three months ended June 30, 2003 totalled
$13.5 million or 35 cents per common share on a diluted basis, compared to $10.5
million or 33 cents per share in the second quarter of 2002. The 28% increase in FFO
and 6% increase in FFO per share is largely due to acquisitions, development and
redevelopment projects coming on line.

The weighted average number of common shares outstanding on a diluted basis in the
second quarter increased to 41.8 million, up 17% compared to 35.8 million a year ago.

Canadian net rental income for the second quarter was $22.5 million, compared to
$18.7 million for the same period last year. The acquisition of interests in seven
income producing properties this year contributed $1.0 million to net rental income;
acquisitions in 2002 contributed $0.9 million to the increase; $1.6 million of the
increase is from completed development and redevelopment projects; and same property
growth also contributed $0.3 million in the current quarter.

Mortgage and credit facilities interest costs were $0.4 million higher in the second quarter
of 2003 than in the second quarter of 2002. This was due to interest expense on
properties acquired and/or redeveloped, and additional financing on our increased
investment in Equity One, partially offset by a decrease in weighted average interest rates.

The Company also received a second quarter dividend payment from Equity One of
$4.7 million – a quarterly dividend of US$0.27 per share, compared to $4.6 million at
US$0.27 per share in the second quarter of 2002.

Net earnings were $8.9 million, or 17 cents per share basic and diluted, compared to
$6.4 million, or 13 cents per share basic and diluted, in the prior year period, a diluted
per share increase of 31%.

The net earnings increase results primarily from an after-tax dilution gain of approximately
$2.0 million ($3.1 million pre-tax) which the Company recognized due to Equity One’s
3.0 million common stock issuance in an underwritten public offering, with aggregate
net proceeds of approximately US$48.7 million.

This transaction further enhances the strength and liquidity of our investment in Equity
One, and highlights the unrecognized gain inherent in our shares. The market value of
our Equity One shares on June 30, 2003 was $269.8 million compared to a book value
of $210.2 million.

The Company announced its intention to again satisfy interest due on September 2,
2003 on the Series C Debentures by way of common shares in lieu of cash. However,
if the 20-day weighted average trading price of the common shares is less than $14.10,
the Company will pay the interest owing on the Series C Debentures in cash.



Six months ended June 30, 2003

Funds from operations for the six months ended June 30, 2003 totalled $26.3 million
or 69 cents per diluted common share. This compares to $19.3 million or 63 cents per
diluted share for the same six-month period last year.

The weighted average number of common shares outstanding on a diluted basis
increased to 41.0 million, up 19% compared to 34.4 million in the six months ended
June 30, 2002.

Canadian net rental income for the six months ended June 30, 2003 was $44.0 million,
compared to $35.3 million for the same period last year, up 25%. The acquisition of
interests in seven income producing properties this year contributed $1.4 million to net
rental income; acquisitions in 2002 contributed $4.6 million to the increase; $2.1 million
of the increase is from completed development and redevelopment projects; and same
property growth also contributed $0.6 million in the current six-month period.

Mortgage and credit facilities interest costs were $1.0 million higher in the first half of
2003 than in 2002. This increase was caused by $95 million of net new mortgages
and drawn credit facilities, offset partially by a decrease in the average interest rate.

Net earnings were $23.8 million, or 66 cents per share basic and 61 cents diluted,
compared to $14.5 million, or 41 cents per share basic and 40 cents diluted, for the
same period last year. In addition to the factors noted above, net earnings were affected
by dilution gains on the investment in Equity One.

Outlook

The additional equity raised in the second quarter gives us a stronger balance sheet
going forward. It also causes a short-term dilution of FFO per share, approximately three
to four cents, until the proceeds are invested. With the newly announced transactions,
Meadowvale Town Centre scheduled to close in December, and the Company’s acquisition
and development pipeline, we expect to invest approximately $200 million between
now and the end of the year. Therefore, the Company is revising its full year 2003 diluted
FFO per share guidance to a range of $1.37 to $1.40. This guidance is based on a
number of assumptions, including the current market price of our shares and current
foreign exchange rates. We expect the full benefits of the offering and the acquisitions
to be reflected in our 2004 results.

Overall, I am extremely pleased with what we have accomplished so far this year. We
have grown our business, increased our equity and the liquidity of our shares. We look
forward to continuing to report on our progress through the remainder of the year.

Dori J. Segal
President & C.E.O.
August 15, 2003



C O N S O L I D A T E D  B A L A N C E  

S H E E T S

(in thousands of dollars) June 30 December 31 

2003 2002

(unaudited)

ASSETS

Shopping centres (note 2) $ 949,642 $ 875,617 

Land and shopping centres under 

development and redevelopment 

(note 3) 57,080 51,555 

Investment in Equity One, Inc. (note 4) 210,160 208,972

Cash and cash equivalents (note 5 (b)) 41,620 365

Amounts receivable 26,213 21,379

Other assets 21,138 18,255

Future income tax assets 6,631 13,561

$ 1,312,484 $ 1,189,704

LIABILITIES

Mortgages payable and credit facilities 

(note 5) $ 632,647 $ 587,083

Accounts payable and accrued liabilities 39,484 38,356

Convertible debentures payable (note 6) 36,922 41,272

Debentures payable 15,017 15,237

724,070 681,948

SHAREHOLDERS' EQUITY (note 7) 588,414 507,756 

$ 1,312,484 $ 1,189,704

See accompanying notes to the consolidated financial statements



C O N S O L I D A T E D  S T A T E M E N T S  O F

O P E R A T I O N S

(unaudited) Three months ended Six months ended

(in thousands of dollars except per share amounts) June 30 June 30 June 30 June 30

2003 2002 2003 2002

Gross rental income $ 37,002 $ 30,490 $ 72,950 $ 57,777

Property operating costs 14,507 11,827 28,952 22,442

Rental income 22,495 18,663 43,998 35,335

Equity income from Equity One, Inc. 

(note 4) 5,333 4,958 10,648 11,087

Interest and other income 403 547 832 1,539

Interest expense (note 8) 10,790 10,415 21,220 20,268

Corporate expenses 1,944 1,548 3,875 3,112

Operating income before amortization 15,497 12,205 30,383 24,581

Amortization 3,171 2,452 6,001 4,785

Operating income 12,326 9,753 24,382 19,796

Dilution gain on investment in 

Equity One, Inc. (note 4) 3,129 -   14,934 3,290

Earnings before income and other taxes 15,455 9,753 39,316 23,086

Income and other taxes:

Current 1,215 1,123 2,681 2,433 

Future 5,348 2,249 12,827 6,124

6,563 3,372 15,508 8,557 

Net earnings for the period $ 8,892 $ 6,381 $ 23,808 $ 14,529

Net earnings per common share (note 9)

Basic $ 0.17 $ 0.13 $ 0.66 $ 0.41

Diluted $ 0.17 $ 0.13 $ 0.61 $ 0.40 

See accompanying notes to the consolidated financial statements



C O N S O L I D A T E D  S T A T E M E N T S  O F

D E F I C I T

(unaudited) Six months ended

(in thousands of dollars) June 30 June 30
2003 2002

Deficit, beginning of the period $ (85,757) $ (69,324)

Net earnings for the period 23,808 14,529

Interest and accretion on equity component 
of convertible debentures (net of tax of 
$5,142; 2002 - $5,112) (10,916) (8,128)

Issuance of rights to acquire warrants - (10,210)

Dividends (12,701) (8,466)

Deficit, end of the period $ (85,566) $ (81,599)

See accompanying notes to the consolidated financial statements

C O N S O L I D A T E D  S T A T E M E N T S  O F

F U N D S  F R O M  O P E R A T I O N S

(unaudited) Three months ended Six months ended
(in thousands of dollars) June 30 June 30 June 30 June 30

2003 2002 2003 2002

Net earnings for the period $ 8,892 $ 6,381 $ 23,808 $ 14,529

Add (deduct):

Amortization 2,840 2,208 5,426 4,312 

Loss (gain) on disposition of 
marketable securities (109) 38 (71) (430)

Loss on disposition of
shopping centre 275 - 275 -

Equity income from
Equity One, Inc. (5,333) (4,958) (10,648) (11,087)

Dividend income from
Equity One, Inc. 4,667 4,578 9,631 9,162

Dilution gain on investment in 
Equity One, Inc. (3,129) - (14,934) (3,290)

Future income taxes 5,348 2,249 12,827 6,124

Funds from operations $ 13,451 $ 10,496 $ 26,314 $ 19,320  

See accompanying notes to the consolidated financial statements



C O N S O L I D A T E D  S T A T E M E N T S  O F

C A S H  F L O W S

(unaudited) Three months ended Six months ended
(in thousands of dollars) June 30 June 30 June 30 June 30

2003 2002 2003 2002

OPERATING ACTIVITIES
Funds from operations $ 13,451 $ 10,496 $ 26,314 $ 19,320
Net change in non-cash

operating items 7,196 (1,009) (1,755) (5,152)
Cash provided by operating activities 20,647 9,487 24,559 14,168 

INVESTING ACTIVITIES
Acquisition of shopping centres (4,990) (8,000) (33,196) (65,587)
Expansion and redevelopment of 

shopping centres (11,331) (10,791) (24,420) (15,014)
Proceeds on disposition of

shopping centre 2,100 -   2,100 -  
Acquisition and expenditures on land

and shoppping centres under
development (14,004) (7,166) (17,513) (10,297)

Purchase of common shares of 
Equity One, Inc. (487) (4,578) (21,876) (13,209)

Acquisition of First Capital Inc. -   1,657 - 1,657  
Advances to development partners (2,642) (574) (4,015) (1,603)
Investment in marketable securities (1,720) (3,252) (1,776) (4,534)
Proceeds on disposition of  

marketable securities 686 1,085 760 4,087 
Cash used in investing activities (32,388) (31,619) (99,936) (104,500)

FINANCING ACTIVITIES
Proceeds of mortgage financings 

and credit facilities 24,020 19,548 111,434 64,271
Principal repayments of mortgages 

payable and credit facilities (44,493) (3,154) (56,011) (5,427)
Issuance of convertible debentures -   5,000 -   5,000  
Issuance of common shares 51,127 -   51,127 -   
Exercise of share purchase warrants 27,269 -   27,269 -
Debentures purchased and cancelled (40) (323) (40) (434)
Payments on convertible debentures,

net of interest expensed (994) (1,309) (4,350) (6,856)
Dividends (7,199) (4,314) (12,701) (8,466)

Cash provided by financing activities 49,690 15,448 116,728 48,088
Effect of currency rate movement  

on cash balances 98 (55) (96) (153)
Increase (decrease) in cash and  

cash equivalents 38,047 (6,739) 41,255 (42,397)
Cash and cash equivalents,  

beginning of the period 3,573 8,293 365 43,951 
Cash and cash equivalents, end of 

the period $ 41,620 $ 1,554 $ 41,620 $ 1,554 

SUPPLEMENTARY INFORMATION
Cash income taxes paid $ 1,231 $ 630 $ 2,466 $ 1,145 
Cash interest paid (note 8) $ 12,660 $ 12,047 $ 27,141 $ 27,626 

See accompanying notes to the consolidated financial statements



1. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and methods of application for these interim consolidated
financial statements are unchanged from those described in Note 1 of the
Company’s December 31, 2002 annual consolidated financial statements. These
interim consolidated financial statements should be read in conjunction with the
December 31, 2002 annual consolidated financial statements.

2. SHOPPING CENTRES

Shopping centres, expressed in thousands of dollars, consist of the following:

June 30 December 31

2003 2002

Land $ 169,810 $ 154,856

Buildings and improvements 800,901 738,512

Deferred leasing costs 16,356 15,418

987,067 908,786

Accumulated amortization (37,425) (33,169)

$ 949,642 $ 875,617

During the first quarter of 2003, the Company acquired, in five separate transactions,
an interest in four properties in Quebec and one property in Ontario for $32.4
million including closing costs.  The total purchase price for these transactions was
satisfied by $7.4 million in cash, $22.5 million of long-term debt at an average
fixed rate of 6.92%, and $2.5 million from the issuance of 202,535 common
shares at $12.30 per share.

During the second quarter of 2003, the Company acquired, in two separate
transactions, an interest in one property in Ontario and one property in Quebec for
$9.4 million including closing costs. The total purchase price for these transactions
was satisfied by $4.9 million in cash and $4.5 million of assumed long-term debt
at a fixed rate of 7.33%.

3. LAND AND SHOPPING CENTRES UNDER DEVELOPMENT AND REDEVELOPMENT

Land and shopping centres under development and redevelopment, expressed in
thousands of dollars, consist of the following:

June 30 December 31

2003 2002

Acquisition costs $ 29,015 $ 28,811

Development and redevelopment costs 24,850 19,332

Interest costs 3,215 3,412

$ 57,080 $ 51,555

N O T E S  T O  T H E  C O N S O L I D AT E D  F I N A N C I A L  S TAT E M E N T S
June 30, 2003 (unaudited)



3. LAND AND SHOPPING CENTRES UNDER DEVELOPMENT AND REDEVELOPMENT
(continued)

In February 2003, an 11 acre land site, located in Whitby, Ontario, was acquired with
a potential developable area of 95,000 square feet through a joint venture in which
the Company’s ownership is 50%.   The purchase price of $4.0 million was satisfied
by $2.1 million cash and an assumed $1.9 million 7% vendor take back mortgage.

During the second quarter of 2003, the Company acquired, in two separate
transactions, a three acre site in Ontario with a 50,000 square foot vacant building
across from an existing centre and a 47,000 square foot building in an existing Quebec
property for redevelopment.  The total purchase price was $6.2 million and was satisfied
with $3.7 million cash and $2.5 million short-term vendor take back mortgage.

General and administrative expenses capitalized to development and redevelopment
properties during the three and six months ended June 30, 2003 totalled $0.1
million and $0.1 million, respectively (2002 - $0.1 million and $0.1 million).

4. INVESTMENT IN EQUITY ONE, INC.

The Company’s investment in Equity One, Inc. (“Equity One”), expressed in
thousands of dollars, consists of the following:

2003 2002

Investment in Equity One, January 1 $ 208,972 $ 190,774

Equity income (a) 10,648 11,087

Dividends received (9,631) (9,162)

Purchase of Equity One common shares (b) 22,071 13,209

Dilution gain (b) 14,934 3,290

Cumulative currency effect (c) (36,834) (9,431)

Investment in Equity One, June 30 (d) $ 210,160 $ 199,767

(a) Included in the Company’s share of equity income from Equity One in the six
months ended June 30, 2003 is $0.4 million relating to the Company’s share
of gains on disposition of real estate by Equity One (2002 - $1.6 million).

The Company’s share of Equity One’s unremitted funds from operations for the
three and six month periods ended June 30, 2003 using Canadian generally
accepted accounting principles (“GAAP”), which has not been included in the
Company’s funds from operations, was $1.6 million and $3.0 million, respectively
(2002 - $1.1 million and $2.7 million).

(b) On February 12, 2003, Equity One, Inc. completed the acquisition of IRT
Property Company (“IRT”) in a merger transaction. At June 30, 2003, Equity
One had US$1.1 billion in equity market capitalization and owned 178 properties
totalling 18.6 million square feet, located in the Southern United States.

N O T E S  T O  T H E  C O N S O L I D AT E D  F I N A N C I A L  S TAT E M E N T S (continued)

June 30, 2003 (unaudited)



4. INVESTMENT IN EQUITY ONE, INC. (continued)

Equity One acquired all the issued and outstanding shares of IRT for approximately

US$426 million. The transaction was funded 56.6% in shares (17,489,562

shares of Equity One) and 43.4% in cash (US$188 million). As a result, the

Company recognized a pre-tax dilution gain of approximately $11.8 million in

the three months ended March 31, 2003.

Equity One funded a portion of the cash consideration through the private placement

of 6.9 million shares of Equity One common stock to its existing, affiliated

investors at a price of US$13.50 per share. The Company purchased

1,036,650 of the 6.9 million common shares, which was funded on closing

50% through new bank financing secured against the shares and the remainder

from existing lines of credit. The Company subsequently arranged an additional

US$10 million financing secured against its Equity One shares.

On May 19, 2003, Equity One sold 3 million common shares in an underwritten

public offering, with aggregate net proceeds to Equity One of approximately

US$48.7 million. The Company has recognized a pre-tax dilution gain of

approximately $3.1 million as a result of the transaction. As a result of these

transactions, the Company was diluted from an approximate 33% ownership

interest in Equity One common shares to approximately 19%.The cumulative

dilution gains include $3.0 million relating to recognized currency effects.

(c) The investment in Equity One at June 30, 2003 is carried at the closing USD

exchange rate of $1.35. The change from the December 31, 2002 rate of $1.58

resulted in a decrease of $33.8 million. The Company also has credit facilities

denominated in USD which reduce the exposure to changes in the USD

exchange rate. The exchange rate impact for the six months ended June 30,

2003 resulted in a $19.4 million decrease in these liabilities.  

(d) The closing price on the NYSE of Equity One’s common shares at June 30,

2003 was US$16.40 (December 31, 2002 - US$13.35) per share. The book

value per share of the Company’s investment in Equity One at June 30, 2003

was US$12.78 (December 31, 2002 - US$11.90). At June 30, 2003, 63.1

million shares (December 31, 2002 – 34.2 million shares) of Equity One were

outstanding, of which 12.2 million shares (December 31, 2002 – 11.1 million

shares) were held by the Company.

N O T E S  T O  T H E  C O N S O L I D AT E D  F I N A N C I A L  S TAT E M E N T S (continued)

June 30, 2003 (unaudited)



5. MORTGAGES PAYABLE AND CREDIT FACILITIES

(a) Mortgages payable and credit facilities, secured by shopping centres and the
Equity One common shares, presented by geographic location and expressed in
thousands of dollars, consist of the following:

June 30 December 31

2003 2002

Canada $ 518,928 $ 478,312

United States 
(US$ 84,392; 2002 - US$ 68,947) 113,719 108,771

$ 632,647 $ 587,083

During the six months ended June 30, 2003, $64.8 million in long-term mortgage

financing was obtained with respect to current properties. The mortgages

mature by 2019 and bear an average interest rate of 6.67%.

(b) At June 30, 2003, the Company has $45.2 million of undrawn credit facilities,
which are secured by certain properties, available for acquisitions, development,
and general corporate purposes. In addition, the Company has unencumbered
properties with a book value of approximately $32.7 million.

6. CONVERTIBLE DEBENTURES PAYABLE

The components of the Company’s convertible debentures, expressed in thousands
of dollars, are classified as follows:

June 30, 2003 December 31, 2002

Series Interest Rate Principal Liability Equity Principal Liability Equity

A 8.50% $ 57,441 $ 13,898 $ 45,486 $ 57,441 $ 15,580 $ 43,557

B 7.875% 97,522 23,024 77,855 97,522 25,692 74,764

C 7.00% 99,999 - 101,727 99,999 - 101,314

D 7.25% 161,702 - 153,022 161,477 - 151,695

$ 416,664 $ 36,922 $ 378,090 $ 416,439 $ 41,272 $ 371,330

On February 28, 2003, 303,810 common shares were issued to pay interest to
holders of the Company’s 7.0% convertible debentures in accordance with the
terms of these debentures.

On June 30, 2003, 438,090 common shares were issued to pay interest to holders
of the Company’s 7.25% convertible debentures in accordance with the terms of
these debentures.
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7. SHAREHOLDERS’ EQUITY

Shareholders’ equity, expressed in thousands of dollars, consists of the following:

June 30 December 31 

2003 2002

Equity component of convertible debentures 
(note 6) $ 378,090 $ 371,330

Share capital (a) 292,926 200,183

Warrants (c) 8,463 10,303

Cumulative currency translation adjustment (d) (5,499) 11,697

Deficit (85,566) (85,757)

$ 588,414 $ 507,756

(a) Share Capital

The following table sets forth the particulars of the issued and outstanding
shares of the Company:

Number of Stated Capital
Common Shares (thousands of dollars)

Issued and outstanding at December 31, 2002 19,142,717 $ 200,183
Issued in connection with acquisition (note 2) 202,535 2,490
Issued in connection with payment of interest

on convertible debentures (note 6) 741,900 9,362
Private placement of common shares (b) 3,753,000 52,917
Issued in connection with exercise of warrants (c) 2,310,890 29,108
Issue costs, net of income taxes of $671 (1,134)
Issued and outstanding at June 30, 2003 26,151,042 $ 292,926

(b) Private Placement of Common Shares

On June 26, 2003, the Company issued 3,753,000 common shares through a
private placement at a price of $14.10 per share, for gross proceeds of approximately
$52.9 million. Gazit-Globe (1982) Ltd. (“Gazit”), through a Canadian
subsidiary, purchased 975,000 common shares and a Canadian affiliate of
Alony Hetz Properties & Investment Ltd. (“Alony Hetz”) purchased 275,000
common shares in the offering.

(c) Warrants

During the three months ended June 30, 2003, 2,310,890 warrants were exercised
at a price of $11.80 per share resulting in proceeds to the Company of $27.3
million. Gazit exercised warrants for 1,800,000 common shares and Alony Hetz
exercised warrants for 500,000 common shares. The equity component of the
warrants exercised ($1.8 million) was transferred to share capital.
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7. SHAREHOLDERS’ EQUITY (continued)

(d) Cumulative Currency Translation Adjustment

The cumulative currency translation adjustment represents the cumulative
unrecognized exchange adjustment on the net assets of the Company’s
subsidiaries that operate in the United States. The change for the period
includes the impact of U.S. currency movements at June 30, 2003 relative to
the exchange rate in effect as at December 31, 2002 on these net assets and
$3.0 million relating to the dilution gain as a result of shares issued by Equity
One in the first six months of 2003.

The rate of exchange in effect on June 30, 2003 was US$1.00 = Cdn$1.35
(December 31, 2002 – Cdn $1.58). The average rate of exchange for the three
months ended June 30, 2003 was US$1.00 = Cdn$1.40 (three months ended
June 30, 2002 – Cdn$1.55). The average rate of exchange for the six months
ended June 30, 2003 was $1.00 = Cdn$1.45 (six months ended June 30,
2002 - Cdn$1.57).

(e) Stock Options

The Company is authorized to grant up to 2,125,000 common shares to the
employees, officers and directors of the Company and its Property Manager. As
at June 30, 2003, the Company had issued and outstanding, to its Property
Manager’s employees, officers, and directors, 405,000 outstanding stock
options (December 31, 2002 – 425,000) at an exercise price of $13.82 which
vest 20% annually and expire in October 2008. During the three and six months
ended June 30, 2003, 5,000 and 20,000 stock options were cancelled. As at
June 30, 2003, the Company had issued and outstanding, to its employees, officers,
and directors, 774,500 (December 31, 2002 - 774,500) outstanding stock
options at an exercise price of $12.42, which generally vest over three years and
expire in 2012. At June 30, 2003, 324,000 and 396,500 of the options issued
to the employees, officers and directors of the Property Manager and the
Company, respectively, are vested and no stock options had yet been exercised.

In accordance with Canadian generally accepted accounting principles for
stock-based compensation, the Company does not recognize compensation
expense when stock options are granted to directors or employees. However, the
Company is required to disclose net earnings (and basic and diluted earnings per
share) on a pro-forma basis as if the fair value based accounting method had been
applied to its stock-based compensation for awards granted after January 1, 2002.

In January, 2002, the Company granted 774,500 options which had an approximate
fair value of $0.5 million, of which $63,000 and $126,000 would be the
pro-forma cost for the three and six months ended June 30, 2003 (June 30,
2002 - $63,000 and $126,000), in the determination of pro-forma net earnings
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7. SHAREHOLDERS’ EQUITY (continued)

for the three and six month periods ended June 30, 2003 of $8.8 million and
$23.7 million (2002 - $6.3 million and $14.4 million) and pro-forma basic net
earnings per share of $0.17 and $0.65 (2002 - $0.12 and $0.40) and diluted
net earnings per share of $0.17 and $0.61 (2002 - $0.12 and $0.39).

(f) Share Unit Plans

On June 23, 2003, shareholders of the Company approved a Directors Deferred
Share Unit Plan, a Restricted Share Unit Plan and a Chief Executive Officer
Restricted Share Unit Plan. A total of 350,000 common shares have been reserved
for issuance under these plans. As at June 30, 2003, no units have been issued.

8. INTEREST

Cash interest paid for the three and six months ended June 30, expressed in
thousands of dollars, consists of the following:

Three months ended Six months ended
2003 2002 2003 2002

Mortgage and credit facility interest expense $ 9,541 $ 8,548 $ 18,723 $ 16,536

Debenture interest expense 283 711 565 1,420

Convertible debenture interest expense 966 1,156 1,932 2,312

Interest expense 10,790 10,415 21,220 20,268

Payments on convertible debentures, net
of interest expensed 6,856 6,161 13,712 11,708

Less convertible debenture interest paid
in common shares (5,862) (4,852) (9,362) (4,852)

Interest capitalized to land and shopping
centres under development and 
redevelopment 836 266 1,492 384

Other 40 57 79 118
Cash interest paid $ 12,660 $ 12,047 $ 27,141 $ 27,626

9. PER SHARE CALCULATIONS

Basic per share information for the three and six month periods ended June 30,
2003 is calculated based on a weighted average of 20,029,131 and 19,685,725
common shares outstanding, respectively, during the period (June 30, 2002-
15,983,188 and 15,681,781 common shares).
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N O T E S  T O  T H E  C O N S O L I D AT E D  F I N A N C I A L  S TAT E M E N T S (continued)

June 30, 2003 (unaudited)

9. PER SHARE CALCULATIONS (continued)

The determination of basic earnings per share for the three and six months ended June
30, 2003 reflects a reduction of $5.5 million and $10.9 million (June 30, 2002 –
$4.3 million and $8.1 million) to reported net earnings, which represents interest and
accretion on the equity component of convertible debentures, net of income taxes.

Diluted per share information for the three and six month periods ended June 30,
2003 is calculated based on a weighted average of 41,760,502 and 41,039,201
common shares (June 30, 2002 – 35,841,750 and 34,446,208 common shares),
which reflects the conversion of the convertible debentures, the exercise of
8,117,323 share purchase warrants at $11.80 per share and 774,500 options at
$12.42 per share using the treasury stock method. The diluted per share information
for the three and six month periods ended June 30, 2003 does not reflect the exer-
cise of 1,000,000 outstanding warrants with an exercise price of $13.53 (2002 –
1,000,000 warrants) or 405,000 issued options (2002 – 1,212,000 options) as
their conversion prices were higher than the average price of the Company’s common
shares during the period.

10.SEGMENTED INFORMATION

The Company and its subsidiaries operate in the shopping centre segment of the
real estate industry in both Canada and the United States.

Operating income by geographic segment for the three months ended June 30,
2003, expressed in thousands of dollars, is summarized as follows:

Canada U.S. Total
Gross rental income $ 37,002 $ - $ 37,002
Property operating costs 14,507 -      14,507 
Rental income 22,495 -      22,495 
Equity income from Equity One, Inc. -      5,333 5,333 
Interest and other income 335 68 403 
Interest expense 9,655 1,135 10,790
Corporate expenses 1,866 78 1,944 
Operating income before amortization 11,309 4,188 15,497 
Amortization 3,148 23 3,171 
Operating income  $ 8,161 $ 4,165 $ 12,326



N O T E S  T O  T H E  C O N S O L I D AT E D  F I N A N C I A L  S TAT E M E N T S (continued)
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10.SEGMENTED INFORMATION (continued)

Operating income by geographic segment for the three months ended June 30,

2002, expressed in thousands of dollars, is summarized as follows:

Canada U.S. Total

Gross rental income $ 30,490 $ - $ 30,490

Property operating costs 11,827 -      11,827 

Rental income 18,663 -      18,663 

Equity income from Equity One, Inc. -   4,958 4,958 

Interest and other income 501 46 547 

Interest expense 9,339 1,076 10,415 

Corporate expenses 1,461 87 1,548 

Operating income before amortization 8,364 3,841 12,205

Amortization 2,433 19 2,452 

Operating income  $ 5,931 $ 3,822 $ 9,753

Operating income by geographic segment for the six months ended June 30,

2003, expressed in thousands of dollars, is summarized as follows:

Canada U.S. Total

Gross rental income $ 72,950 $ - $ 72,950

Property operating costs 28,952 -      28,952

Rental income 43,998 -      43,998 

Equity income from Equity One, Inc. -   10,648 10,648 

Interest and other income 786 46 832 

Interest expense 19,055 2,165 21,220 

Corporate expenses 3,587 288 3,875 

Operating income before amortization 22,142 8,241 30,383

Amortization 5,955 46 6,001 

Operating income  $ 16,187 $ 8,195 $ 24,382



10.SEGMENTED INFORMATION (continued)

Operating income by geographic segment for the six months ended June 30,

2002, expressed in thousands of dollars, is summarized as follows:

Canada U.S. Total

Gross rental income $ 57,777 $ - $ 57,777

Property operating costs 22,442 -      22,442 

Rental income 35,335 -      35,335 

Equity income from Equity One, Inc. -   11,087 11,087 

Interest and other income 1,149 390 1,539 

Interest expense 18,109 2,159 20,268 

Corporate expenses 2,940 172 3,112 

Operating income before amortization 15,435 9,146 24,581

Amortization 4,742 43 4,785

Operating income  $ 10,693 $ 9,103 $ 19,796

11.COMMITMENTS AND CONTINGENCIES

(a) In June 2003, the Company entered into a binding agreement to acquire a shopping

centre in Mississauga, Ontario. The property is currently in the final stages of

redevelopment and upon completion, it will consist of 387,000 square foot of

gross leasable area. The purchase price has been set at a capitalization rate of

9.4% upon completion with a minimum purchase price of approximately $63

million. Long-term financing in the amount of $36 million at 6.24% has been

arranged with provision for additional draws based on leasing in place. The

transaction is scheduled to close on December 2, 2003.

(b) The Company has provided guarantees for approximately $10.7 million (December

31, 2002 – $9.7 million) to various lenders in connection with loans advanced to

its joint venture partners secured by the partners’ interest in the joint ventures.

(c) The Company is also contingently liable for letters of credit in the amount of $10.6

million (December 31, 2002 - $8.5 million) issued in the ordinary course of business.
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June 30, 2003 (unaudited)

12.SUBSEQUENT EVENTS

(a) Subsequent to quarter end, the Company purchased a property in Markham, Ontario
for $8.5 million, totalling 48,000 square feet. The purchase price was satisfied by $4.6
million cash and the assumption of a $3.9 million mortgage at a fixed rate of 7.55%.

(b) Subsequent to quarter end, the Company entered into agreements to purchase,
in three separate transactions, four shopping centres totalling approximately
620,000 sq. ft. for a total purchase price of approximately $100 million. These
transactions are expected to close in the third quarter and are subject to
customary closing conditions, with one property subject to financing conditions
in favour of the Company.

13.COMPARATIVE AMOUNTS

Certain comparative amounts have been reclassified to reflect the current period’s
presentation.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS
This quarterly report, including Management’s Discussion and Analysis contained herein, contains forward-
looking statements relating to First Capital Realty’s operations and the environment in which it operates that
are based on First Capital Realty’s expectations, estimates, forecasts and projections.  These statements are
not guarantees of future performance and involve risks and uncertainties that are difficult to control or
predict.  Therefore, actual outcomes and results may differ materially from those expressed in these forward-
looking statements.  Readers, therefore, should not place undue reliance on such forward-looking statements.
Further, a forward-looking statement speaks only as of the date on which such statement is made.  First
Capital Realty undertakes no obligation to publicly update any such statement or to reflect new information
or the occurrence of future events or circumstances.
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