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~ The year 2001 was a prosperous year for PICI as we
surpassed revenues of $50 million, an increase of 14%
compared to 2000. We also moved forward on a host of
initiatives which advanced our strategic plan for creating
value in real estate and hospitality. Our balance sheet is
enhanced to reflect the increase in revenue from both our
commercial/residential and hospitality divisions.

Rental revenue from our commercial properties climbed
to $6.2 million, an increase of 22% from the last fiscal
period. We have continued to follow the conservative
strategy of entering into long-term leases with tenants of
strong financial standing, ensuring in a single year the
turnover within our existing portfolio is moderate. More
specifically, leases representing only 1% of our gross
leasable area will expire in 2002.

We are extremely pleased with the success of our new
developments in both the commercial and residential
divisions. The year 2001 set the stage for our expansion
into the residential marketplace with the construction of
our first condominium development. This project boasted
87% pre-sales by the end of the current fiscal period.
Currently we have two new condominium projects
underway — one for occupancy within the upcoming year
and the other for fiscal 2003. We will continue to
demonstrate our ability to build a superior product and

repeat our aggressive marketing strategy, which effectively -

speaks to the target market.

Subsequent to year end, the Company entered into a joint
venture agreement with a Western Canadian real estate
company, to develop a substantial multi-residential project
currently underway in Calgary, Alberta. It is our intent to
expand our joint venture relationships within Canada. This
will present future opportunities with regard to the
execution of our disciplined real estate investment and
operating strategy.

As we write, the September 11th, 2001 attack on America
has occurred. We would like to reassure our shareholders
that the Company remains strong. While this event has
affected our hospitality business, the impact has been
minimized. Qur operating income continues to provide
a substantial cushion to meet our debt servicing obligations.
The Company’s assets are housed in oil rich Alberta and
gas rich Nova Scotia and it is evident the energy sector
should experience an increase in demand.

We would like to take this opportunity to thank our
management team and our employees, who demonstrate
daily, their talent, dedication and ability to move our
company forward.

Although the Canadian economy and employment rate are
expected to grow at a slower pace over the next year, the
Company expects real estate fundamentals to remain
strong as demand for commercial space and residential
development continues to grow.

On behalf of the Board of Directors

. ;
Guy Lam Edward Good
Chairman of the Board President

and Chief Executive
Officer
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PDI'S commercial real estate portfolio experienced an
increase in revenues of over 22% for 2001. The Company’s
dynamic strategy of building distinctive properties with
solid rental value, has resulted in an increase in earnings
for this year, and sets the stage for future growth in this
division.

Commercial

The overall occupancy rate in the commercial portfolio
is 94%, an impressive increase over the previous two
years, given the construction of Lacewood Square and
Bayers Lake Corporate Centre, which added 70,000 sq.

ft. of new space to our commercial portfolio.

PDI continues to focus attention on building quality
product, while keeping operating expenses as low as
possible for tenants. It is our commitment to detail and
tenant satisfaction that allows PDI to attract new tenants
and keep the existing tenant base secure with respect to
renewals. The Company continues to develop its internal
marketing expertise and when appropriate, relies on
outside brokerage contracts, to maintain high occupancy
levels.

The lease expiry profile indicates a very manageable
5,627 sq. ft., or 1% of the portiolio coming up for renewal
in the next year. The following two to three years show a
greater turnover, however, these renewals are being actively
pursued by the Company well in advance of the lease
expirations.

fas Completion Dag
060 {if proj
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New Developments

Two new commercial developments were completed in
the past fiscal year - a single story office complex and a
multi-use retail and office development. Both projects
were constructed in and around the enormously successful
Bayers Lake Park Power Centre, located in Halifax, NS.

Bayers Lake Park, Halifax, NS

The suburban office market ushered in an additional
23,746 square feet of office space when the Bayers Lake
Corporate Centre opened in July, 2000. Now 100%
occupied, this state-of-the-art office complex is home to
Dillon Consulting, a national engineering consulting firm,
and Bayers Lake Business Centre, which houses national
tenants in a Class “A” office atmosphere designed for the
smaller tenant.

HB
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Leasing for Phases II and III of Bayers Lake Corporate
Centre is now underway. Phase II will introduce a twin
of the Phase I office complex and provide approximately
24,000 square feet of Class “A” suburban office space
with Phase III providing 40,800 square feet of
office/commercial space with drive-up bays and excellent
signage visibility. Both projects will offer the same
architectural elegance of the first building with ample
free parking and beautifully landscaped grounds.
Construction on both phases will commence once the

requisite pre-leasing is attained.
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Residential

A strong housing market in Halifax, NS, allowed PDI to
capitalize on the current market conditions by expanding
its profile in the multi-residential sector through
condominium development.

Our first condominium project, The Prestwick on Parkland,
boasted 87% pre-construction sales during this fiscal year.
Buyers are projected to occupy their units by August of

2001 and it is expected all of the remaining units will be
sold before the end of the second quarter of fiscal 2002.
As the exterior finishes neared completion, it was obvious

B
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PDI will manage the project for the Condominium
Corporation upon completion.

The breathtaking view offered by Golf Greens
Condominiums, a 140-unit complex overlooking the
Fredericton Golf Club and the Saint John River Valley, is
evident, as the site is cleared in preparation for
construction. This project, which is located in Fredericton,
NB, the province's capital city, shows pre-construction
sales of 26% during the first two months of it's marketing

campaign. It is expected sales will reach 35% by the end
of the first quarter of fiscal 2002 and close to 90% will
be sold when the first owners take occupancy in late fall
. 0£.2002. Quality built-and architecturally-designed:open-:
S L sartinih
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Alberta remains one of the best provincial economies
(Canada has seen in years. Our Citadel Meadows project,
located in Calgary, AB, took a slightly different turn than
originally expected. A large Western Canadian real estate
development company has placed an offer to purchase
Phases I and III of our 15 acre, proposed multi-residential
development and to also enter into a joint venture
agreement on Phase I1. As this year winds up, Phase I is
under contract for sale at a price of $1.1m and is scheduled
to close on November 1, 2001. PDI expects to receive an
Offer to Purchase for Phase III before the end of the first
quarter of fiscal 2002 and negotiations are underway on
the joint venture of the middle parcel of land, known as
Phase 1.

Plans for Phase I showcase a 105 unit, moderately pnced

of 2002. Townhouses and condominiums continue to be
popular in the Alberta residential marketplace, particularly
in Calgary, where they have created a niche market, quite
unlike any other in the country.

Currently, PDI is negotiating the purchase of land for our
third condominium project, to be located in Halifax, NS. As
we finish out this fiscal period, PDI is under agreement to
purchase approximately 2.7 acres of land in a new residential
development know as Royale Hemlocks. This site will see
the construction of another trademark luxury condominium
complex, to be known as The Royalton, a 60-unit building,
almost all of which will offer spectacular views of the Bedford
Basin. Other features will include our trademark open-
concept floor plan, heated underground parking, leisure

rooms and elegant COmMOn areas. Markeung of the project

_isales‘ romlse to be as sohd
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Fiscal 2001 was a strong year for PDI's hospitality division,
with improved revenue and profit growth in both the hotel
and franchised restaurant sectors. The Company earned
several additional awards to add to its impressive list of
industry accomplishments.

PDI's affiliation with leading hotel and restaurant franchisors
will continue to be central to the positioning and grthh
of the hospitality division. These relationships are integral
to our strategy of focusing on individual corporate travel,
business meetings and leisure travelers as our core
customer groups. The Company currently owns or manages
hotel properties in Nova Scotia, New Brunswick, Alberta,
British Columbia and Northwest Territories.

Our ability to operate the best property in each market
segment, within which we are present, is crucial to the

AB
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customer satisfaction. We encourage all of our personnel
to not only subscribe, but also offer any input, to our
creative approach to doing business. Our multiple brand
affiliations also ensures we have ongoing access to the
very latest technology, customer service and product
expectations, human resource training methods and sales
and marketing programs.

Business and Growth Strategy

The business and growth strategy for the hospitality
division will continue to concentrate on new development,
acquisitions and management emphasis on customer
satisfaction and technology. It is anticipated that growth
opportunities will be generated from third party
management confracts and strategic equity investment,
which will result in additional management fees.

Corporate management will continue to concentrate on
improving RevPar by ensuring sales efforts and yield
management are focused on dehvenng supenor service
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Management's decision to form a corporate purchasing
department during the fiscal year has had immediate and
beneficial results. This department has entered into
national contracts that offer best pricing, consistency of
product and rebate programs and allow our hotel
managers extra time to focus on their key responsibilities,
which in turn, have had a positive impact on the division's
bottom line.

High employee turnover and the recruitment of new
employees remain an issue across the entire industry.
PDI has reduced turnover in the past year by developing
creative employee satisfaction and recognition programs.
The provision of competitive compensation packages and
progressive work environments have been instrumental

in reducing turnover and attracting new employees.

The four hotel properties achieved a combined Revpar
of $110 for the year. This represents an increase of $18
or 19% compared to the previous year.

The hospitality division manages all hotel and restaurants
owned by the Company. In addition to these assets, it
manages eight properties on behalf of the Aquilini
Investment Group of Vancouver, BC. These properties are
located in Nova Scotia, New Brunswick, and British
Columbia.

Hp

2001

This group of hotels will be repositioned and have
appropriate franchise affiliations negotiated during the
next fiscal period. This past year, an additional third party
management contract was obtained for a Super 8 Motel
located in Yellowknife, NWT. Management asset agreements
were also negotiated for a Super 8 Motel located in Calgary
South and Canada’s first Wingate Inn, also located in

Calgary.

Additional third party contracts are currently being
negotiated and it is expected other agreements will be
finalized in the new fiscal period, which would expand
our portfolio into the provinces of Alberta and Ontario.

PDI has been developing an e-commerce center over the
past number of months and is currently moving ahead
with this initiative. The center will focus on developing
and maintaining web sites for all company properties and
ensuring these sites are linked to the appropriate search
engines and travel sites. A reservation center and call
information center will complement this activity. The
numerous databases, which are currently housed at the
various hotels, will also be consolidated at our facility.
This will reinforce the collective strength of the hospitality

division.

{ Occupancy Rate (%) Average Daily Rate ($) *RevPar (3)

2001

1 Results only include 5 months of operation
2 May 6, 2000 hotel added 55 suites

9 2001 20 1999

*RevPar is a function of total room sales revenue divided by the total rooms that could be sold if a property operated
at 100%. It is the most significant current measurement of a property against its competitive set of hotels in a given

market.
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PDI's third East Side Mario's restaurant opened during
August, 2000. The property is located in the MicMac Mall
in Dartmouth, NS and quickly reached its projected
revenue volume. This property completes the Company's
build out in the metro Halifax market.

PDI will continue to identify strategic growth for the East
Side Mario's franchise and other related brands of Prime
Restaurant Group, our primary franchisor of restaurants.
Opportunities will be sought in the Atlantic Region and
Ontario with priority given to developments where
operating partners can be identified.

AP
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Itis also the Company’s intention to hire a full time Director
of Restaurant Operations to further enhance the profitability
of all franchised restaurant locations and assist in the
opening of new locations.

aurant Locatia
East Side Mario's Downtown Halifax 170
East Side Mario's Bayers Lake, Halifax 260
East Side Mario’s MicMac Mall, Dartmouth 200
Fionn MacCool's Eau Claire, Calgary 90
Red Devil Barbeque & Grill Eau Claire, Calgary 375

INDUSTRY AWARDS
PDI has gained a reputation for quality, service and innovation; a reputation acknowledged by the following awards:

. Canada
S

L.ocation elect

AAA

Awards Criteria




14

ANNUAL REPORT 2001

General Description of the Company

PACRIM INTERNATIONAL CAPITAL INC., (the “Company”),
through its wholly-owned subsidiary, Pacrim Developments
Inc. (“PDI"), is a growth oriented public real estate
company engaged in the ownership, development and
management of commercial and residential real estate
and hotels in Canada.

PDIis an owner, manager and developer of commercial
and residential real estate, hotels and restaurants in Canada.
As of June 30, 2001, the Company owned nine commercial
developments representing total gross leasable area of
559,000 sq. ft. In addition, PDI owned four hotels, five
restaurants, and several parcels of land held for future
commercial and multi-unit residential developments.

The Company was incorporated by registration of its Articles
and Memorandum of Association under provisions of the
International Business Companies Ordinance of the British
Virgin Islands on June 5, 1990. The common shares of

the Company trade on the Toronto Stock Exchange (PCN).

The following discussion and analysis should be read in
conjunction with the consolidated financial statements of
the Company for the years ended June 30, 2001 and 2000.

Results of Operations

Revenues in 2001 increased by $6.3m or 14% and
operating income grew by $1.6m or 284% compared to
2000. Net income has increased by $0.5m or 58% in 2001
from 2000 as a result of improved operating results from
both the hospitality and real estate divisions.

Cash flow from operations in 2001 was $4.8m or $0.08
per share which has remained relatively constant compared
to 2000. While cash flows from both the hospitality and

real estate divisions have increased by $1.0m and $1.3m
respectively, they have been partially offset by increased
administrative costs, losses on abandoned projects and
third party development contracts.

Cash flow from operating activities was $5.1m in 2001,
a net increase of $2.5m from $2.6m in 2000. This
improvement resulted from decreased cash requirements
for other operating items such as accounts receivable,
accounts payable, prepaid expenses and other assets.
The change in other operating items resulted in a net
positive position of $0.3m in 2001, an increase of $2.4m
compared to 2000. This reduction was the net result of
the collection of accounts receivable and increased start
up and financing costs.

Cash flow from financing activities for 2001 was $8.3m,
a decrease of $5.3m from $13.5m in 2000. In 2000, the
Company had higher financing activity as a result of
additional debt raised to finance several new commercial
developments as well as some redevelopment and
expansion of existing hotel properties.

Cash flow used for investing activities was $13.5m in
2001, compared to $16.0m in the prior year, a decrease
of $2.5m. This net decrease related primarily to the
reduction in the redevelopment and expansion activities
in the hospitality division. New developments in the real
estate division have remained relatively constant compared
to the prior year.

Real Estate

Rental revenue from the Company’s real estate division
increased $1.1m or 22% to $6.2m in 2001. Net operating
income from rental property operations was $5.0m in
2001, an increase of 22% or $0.9m from 2000. These
increases were primarily the result of improved occupancy
and increased rental rates in our commercial division as
well as the addition of two new commercial/office
properties totaling approximately 70,000 sq. ft.
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Occupancy at June 30, 2001 was 94% which represents
an increase compared to 2000, with overall inventory
increasing by approximately 13% during the fiscal year.
Leasing activity for 2001 amounted to 88,615 sq. ft.
compared to 103,579 sq. ft. in 2000. Average net rent
achieved on leasing activity during 2001 was $15 per
sq. ft., 23% higher than previous rents.

At June 30, 2001, the Company has lease expiries in its
commercial portfolio which average 9% of gross leaseable
area per year over the next five years. The Company expects
many of the current tenants to renew existing leases at
current or more favorable rental rates.

Hospitality

The Company’s hospitality division is made up of four
hotels and five restaurants. Overall revenue has increased
13% or $5.0m. Operating income from this division
increased $1.5m or 12% to $14.0m. The majority of these
increases were due to continued above average returns
from our hotel portfolio and the addition of a new 200
seat restaurant during the year.

Room revenue increased 14 % to $27.0m in 2001, while
cost of sales increased by 13% over the same period. The
Company’s overall average RevPar increased by 19%

to $110 compared to 2000. During the past three years,
the Company’s RevPar has increased on average 19% per
annum compared (o an industry average in Canada of
approximately 3.0%.

During the year, the hospitality division generated $0.4m
in revenue from external hotel management service
contracts. This new area will continue to expand and
capitalize on the Company’s expertise in this industry while
helping to offset administrative and overhead costs.

General and Administrative Expense
General and administrative costs incurred from operations
in 2001 were $6.0m compared to $4.4m for the same

period last year, representing an increase of $1.6m. This
was due to increased administrative expenses, write off
of amounts associated with abandoned projects and cost
overruns on third party development projects as well as
an additional provision for bad debts of approximately
$1.0m.

Interest Expense
Interest on long term debt has increased 12% to $9.0m.
This increase is due to the incurrance of additional debt
resulting from continued development and refinancing of
existing properties.

The range of interest rates on the Company’s debt was
6.75 % to 9.48 %, with maturities ranging from 2001 to
2011. Interest on properties under development in the
amount of $0.7m was capitalized in 2001.

Depreciation and Amortization

Depreciation and amortization expense fell by $1.6m to
a total of $4.1m for the year ended June 30, 2001. This
expense has decreased as a significant amount of one time
start up costs associated with the opening of the Sheraton
Suites Calgary Eau Claire were amortized during fiscal
2000.

Risk Management

In the normal course of its business, Pacrim International
Capital Inc. is exposed to numerous business risks that
can impact both short and long-term performance. It is
the responsibility of the management team, under the
supervision of the Board of Directors, to identify and
mitigate the impact of these potential risks.

Real Estate

Real estate development is generally subject to varying
degrees of risk, depending on the nature of the property.
Such risks include changes in general economic conditions,
local conditions, competition from others with available

15
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space and the owner'’s ability to economically provide
adequate maintenance. The real estate industry is capital
intensive and therefore sensitive to interest rates and to
the availability of capital.

Leasing Risk

The Company attempts to stagger lease maturities on a
property-by-property basis, thereby generating a more
stable flow of revenue and mitigating the risks related to
changing market conditions. Less than twenty five percent
of the leases in the Company's portfolio will mature in the
next three years. Management’s leasing philosophy is
focused on obtaining long-term tenancies with contractual
rent escalation.

Financing and Interest Rate Risk

The Company will require additional financing in order
to grow and expand its operation. It is possible such
financing will be unavailable or, if available, subject to
unfavorable terms. In addition, upon expiry of the financing
of any particular property, refinancing on a conventional
mortgage loan basis may not be available in the amounts
required or may be available only on terms less favorable
to the Company than existing financing.

Management believes the majority of the Company’s
upcoming debt maturity can be refinanced at the existing
balances and at competitive rates.

The Company and the real estate industry has significant
exposure o interest rate risk. The majority of the Company’s
debt is fixed rate thereby mitigating its exposure to increases
in short-term interest rates. Management's strategy is to
lock in long term financing at competitive rates to limit
any negative effects on cash flows from increases in interest
rates.

Acquisition and Development Risk
A major component of the Company's overall growth
strategy is to continue to focus on development of both

residential and commercial real estate. In developing a
property, the company realizes the risk that projected
financial returns may not be achieved. Management
endeavors to reduce such risk by securing commitments
from major tenants, negotiating fixed price construction
contracts and arranging financing prior to proceeding
with a development.

Hospitality

The Company’s hotel properties are subject to normal
operating risks common to the hotel industry, including
seasonal and cyclical business fluctuations. Industry
reports indicate the hotel industry in Canada continues
to operate in a strong market, which should allow for
improvements in occupancy levels and average room
rates at the Company's properties. During 2001,
approximately 54% of the division's revenues were
generated in the first and fourth quarter. Individual hotel
properties are aware of the seasonal nature of their
markets and sales initiatives are planned to offset times
of low demand.

Outlook

PICI believes the future for our Company will be focused
on continued expansion in our multi-unit residential
division as well as seeking growth opportunities in the
third party hotel management industry. During the past
three years, the Company’s activities have centered on
building a solid base of profitable commercial real estate
and hotel properties. We have achieved our core objectives
and will continue to expand through acquisitions and
development in markets where we already have a presence
as well as entering new areas on an opportunistic basis.

The Company believes moderate growth will continue in
the commercial, multi-unit residential and hotel industries
in Canada and are confident we are in a perfect position
to capitalize on opportunities that complement our core
strategies.
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