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management’s discussion
and analysis of financial
condition and results
of operations

Overview

AGF Funds Inc. – provides investment management and advisory services and is responsible for the sales and marketing of the
AGF mutual funds, is the ninth largest mutual fund organization in Canada with 69 funds and in excess of $27 billion in total
assets under management.
AGF Private Investment Management Limited – provides private investment management services for high-net-worth clients.
AGF Trust Company – offers a wide range of trust services including GICs, deposits, mortgages, investment loans and RRSP loans.
Unisen Inc. – offers third-party administration services and transfer agency software solutions to institutional clients.
AGF International Advisors Company Limited – Dublin-based and established in 1991, this operation provides investment research
and advisory services on European and other international markets for AGF mutual funds and other clients.
AGF Asset Management Asia Ltd. – Singapore-based and established in 1996, this operation provides investment research
and advisory services on Asian markets for AGF mutual funds and other clients.
Investmaster Group Limited – a U.K.-based developer of customized investment industry software.
Smith & Williamson Holdings Limited – a leading, independent private client investment management, financial advisory
and accounting group based in the U.K.. AGF owns a 30% stake in this company (see section on Subsequent Event).
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AGF Management Limited (“AGF”) is one of Canada’s largest independent mutual fund and wealth management companies with
operations on a global basis. In this Management’s Discussion and Analysis (“MD&A”), AGF and its subsidiaries are collectively
referred to as the “Corporation”.
AGF was started in 1957 with the launch of American Growth Fund, one of the first mutual funds available to Canadians wishing to
invest internationally.
Today, the Corporation’s principal business is managing a broad range of mutual funds which are currently distributed through
independent financial advisors and investment dealers under the brand names AGF and Harmony. The Corporation also offers private
investment management, trust products, deposits and loans to individual investors as well as investment advisory and third-party
administration services to institutional clients.
Principal subsidiaries and associated companies include:

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 LY S I S O F
F I N A N C I A L C O N D I T I O N A N D R E S U LT S O F O P E R AT I O N S

Consolidated Operating Results
The Corporation believes it is more meaningful to focus on cash flow from operations for the purpose of analyzing year-over-year performance. Cash flow from operations (before net change in non-cash balances related to operations) amounted to $266.4 million ($2.90 per
share diluted) for the year ended November 30, 2002, as compared with $284.4 million ($3.10 per share diluted) in the prior year, a
decrease of $17.9 million or 6.3%. The comparative net income results have been significantly impacted by the changes in accounting
policies described below. Consolidated net income decreased 26.8% to $119.8 million for the year ended November 30, 2002, as
compared to $163.8 million a year ago. Diluted earnings per share were $1.30, a decrease of 27.4% from the prior year.
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Impacts of significant accounting changes

Effective December 1, 2001, as a result of the adoption of the new accounting policy for goodwill and other intangible assets (Canadian
Institute of Chartered Accountants (“CICA”) Handbook Section 3062), $144.0 million of goodwill and $473.7 million of mutual fund
management contracts, which have an indefinite useful life, are no longer subject to amortization. During the second quarter of 2002,
the Corporation completed the initial impairment testing on the carrying values of goodwill and indefinite life mutual fund management
contracts as specified in Section 3062 and determined that there was no impairment to the respective carrying value of these assets.
Accordingly, no impairment losses were required to be recognized as a result of this testing. The adoption of Section 3062, without
restatement of prior periods, increased net income for the year ended November 30, 2002, by $39.7 million.
Effective December 1, 2000, the Corporation changed its method of accounting for income taxes from the deferral method to the
liability method as required under Section 3465 of the CICA Handbook. The adoption of Section 3465, together with the effects of lower
federal and Ontario income tax rates, increased net income by $79.2 million for the year ended November 30, 2001.
For ease of comparison, the following chart shows consolidated net income adjusted to exclude the impacts of these two accounting
policy changes:
(IN MILLIONS OF DOLLARS)

Years ended November 30
Consolidated net income - reported

2002
$

119.8

2001
$

163.8

Less:
Net impact of adopting Handbook s.3062

39.7

–

Net impact of adopting Handbook s.3465

–

79.2

Consolidated net income - adjusted

$

80.1

$

84.6

Selected Quarterly Financial Information

The tables below highlight the Corporation’s quarterly results for the years ended November 30, 2002, and 2001.
(IN MILLIONS OF DOLLARS, EXCEPT PER SHARE AMOUNTS)

Year ended November 30, 2002
Revenue

$

Q1

Q2

Q3
$

Q4

Total

148.6

$ 654.1

162.6

$ 179.1

$ 163.8

Net income

33.9

37.0

30.7

18.2(2)

119.8

Cash flow (1)

68.8

76.6

63.7

57.3

266.4

Per share amounts
- basic

$

0.38

$

0.41

$

0.34

$

0.21

$

1.34

- diluted

$

0.37

$

0.40

$

0.34

$

0.19

$

1.30

$

0.77

$

0.85

$

0.71

$

0.64

$

2.97

$

0.75

$

0.83

$

0.70

$

0.62

$

2.90

Cash flow (1) - basic
- diluted

Year ended November 30, 2001
Revenue

$

Q1

Q2

Q3
$

Q4

Total

162.5

$ 163.2

$ 163.2

151.1

$ 640.0

Net income

62.2

57.6

25.9

18.1

163.8

Cash flow (1)

76.3

75.8

71.5

60.8

284.4
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Per share amounts
Earnings

- basic

$

0.70

$

0.65

$

0.29

$

0.20

$

- diluted

$

0.68

$

0.63

$

0.28

$

0.20

$

1.79

$

0.86

$

0.85

$

0.81

$

0.68

$

3.20

$

0.83

$

0.83

$

0.78

$

0.66

$

3.10

Cash flow (1) - basic
- diluted

(1)

(2)

1.84

CASH FLOW FROM OPERATIONS BEFORE NET CHANGE IN NON-CASH BALANCES RELATED TO OPERATIONS.

THE DROP IN NET INCOME IN THE FOURTH QUARTER OF 2002 FROM THE THIRD QUARTER IS PRIMARILY DUE TO THE $5.5 MILLION PROVISION FOR INTEGRATION COSTS,
THE $1.4 MILLION WRITEDOWN OF SHORT-TERM INVESTMENTS AND AN ONTARIO INCOME TAX RATE DELAY IMPACT OF $4.4 MILLION, ALL OF WHICH REDUCED
FOURTH QUARTER 2002 NET INCOME, AND ARE NON-RECURRING ITEMS.

Seasonality

Since a high proportion of the Corporation’s revenue is based on the daily value of mutual fund assets under management, the
Corporation is not subject to significant seasonal swings that impact earnings. Generally, the Corporation experiences higher net sales
during the months of January to March, due to the RSP season, however the immediate impact of the level of sales on total assets under
management is not nearly as significant as the potential movement caused by changes in market value. Thus, the Corporation’s revenue
is highly correlated to market values.
Acquisitions and Integration

The Corporation completed two acquisitions during the year ended November 30, 2002. On January 31, 2002, the Corporation, through
its wholly-owned subsidiary Unisen Inc. (“Unisen”), acquired The Toronto-Dominion Bank’s third-party shareholder record-keeping and
fund valuation business for cash consideration of $25.5 million including acquisition costs of $0.5 million. The acquired business,
which is based in Toronto, provides shareholder record-keeping and fund valuation services to a variety of investment management
firms. Management estimates that a portion of the purchase price will be repaid to the Corporation as a result of a clawback mechanism
based on client revenues received during the 12-month period ending January 31, 2003. This repayment of purchase price is expected
to occur in fiscal 2003 and will be recorded as a reduction in the value of customer contracts and relationships acquired.
On September 15, 2002, the Corporation, through Unisen, acquired all of the outstanding shares of Jewelstone Systems Inc.
(“Jewelstone”) for consideration of $59.7 million, including acquisition costs of $0.5 million, with potential additional payments to a
maximum of $5 million payable on or before December 31, 2004, conditional on the achievement of certain operational targets.
Jewelstone is based in Toronto and is a leading provider of transfer agency software to the Canadian investment fund industry.
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Subsequent to these acquisitions, a decision was made to migrate the AGF Funds transfer agency functions to Unisen. As a result of
this decision and the two aforementioned business acquisitions, the Corporation commenced the process of consolidating the various
third-party record-keeping and fund valuation businesses in one location and moving all its transfer agency operations onto one
information technology platform. It is anticipated that the integration will be completed by November 2004. The Corporation recorded
an integration charge in fiscal 2002 of $6.5 million in respect of this process.

Wealth Management Operations
Revenue
Revenue of the wealth management operations comprised the following:
(IN MILLIONS OF DOLLARS)

Years ended November 30

2002
Amount

Net management and advisory fees

$

2001
Amount

% of total

% change

498.4

79.1%

$ 522.8

83.7%

(4.7)%

Administration fees and other revenue

86.1

13.7%

70.4

11.3%

22.2%

Deferred sales charges

43.4

6.9%

30.0

4.8%

44.9%

2.2

0.3%

1.5

0.2%

48.6%

630.1

100.0%

$ 624.7

100.0%

0.9%

Investment income
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Revenue – Wealth Management Operations

$(MILLIONS)

Net management and advisory fees

Management and advisory fee revenue, net of distribution fees paid to limited partnerships and other third-party financing entities of
$24.1 million ($31.9 million in 2001), decreased 4.7% to $498.4 million in 2002 and accounted for 79.1% of the revenue of the wealth
management operations. The amount of management and advisory fees is dependent on the level and composition of assets under
management (“AUM”). Under the management and investment advisory contracts between the Corporation and each of the mutual
funds it manages, the Corporation is entitled to monthly fees based on a specified percentage of the average daily net asset value of
the respective fund.

The following table illustrates the composition of the changes in mutual fund assets during the past two fiscal years:
(IN MILLIONS OF DOLLARS)

Years ended November 30
Mutual fund AUM, beginning of year

2002

2001(1)

$ 27,827

$ 27,318

% change
1.9%

Gross sales of mutual funds

3,947

6,024

(34.5)%

Redemption of mutual funds

(4,542)

(3,349)

35.6%

Net mutual fund sales (redemptions)
Market depreciation of fund portfolios

(595)
(3,683)

2,675
(2,166)

70.0%

Mutual fund AUM, end of year

$ 23,549

$ 27,827

(15.4)%

Average daily mutual fund AUM for the year

$ 26,483

$ 27,751

(4.6)%

Redemptions (as a % of average mutual fund AUM)

(1)

17.2%

12.1%

5.1%

THE 2001 AMOUNTS HAVE BEEN ADJUSTED TO INCLUDE THE HARMONY POOLS DUE TO A RECLASSIFICATION OF FUND INDUSTRY STATISTICS.

Mutual fund assets under management decreased 15.4% from November 30, 2001 to November 30, 2002. The change in average
daily mutual fund assets under management was much smaller, decreasing only 4.6% from 2001 to 2002. The 4.7% decline in net
management and advisory fee revenue from 2001 to 2002 is consistent with this 4.6% year-to-year decline in average mutual fund AUM.
On March 25, 2002, a sub-advisor to four AGF mutual funds announced its decision to terminate the investment advisory contracts.
The funds advised by that sub-advisor had accounted for a large portion of the Corporation’s net sales of mutual funds during the first
quarter of fiscal 2002.
On June 4, 2002, the Corporation successfully completed a comprehensive search for replacement managers and appointed
U.S.-based Harris Associates L.P. as sub-advisor on AGF International Value Fund and AGF RSP International Value Fund. In addition,
AGF International Advisors Company Limited was appointed as sub-advisor on AGF International Stock Class.
The effect of the manager changes combined with continuing weakness in equity markets contributed to the year-over-year decrease
in gross sales and increase in redemptions. Gross mutual fund sales decreased 34.5% to $3.9 billion in 2002 as compared to $6.0 billion
in 2001. The Corporation’s mutual fund redemption rate (redemptions as a percentage of average AUM for the year) increased from
12.1% in fiscal 2001 to 17.2% in fiscal 2002.
Reflecting weak economic conditions in many major industrial countries, along with numerous U.S. corporate scandals, world equity
markets continued to be volatile and declined for a third consecutive year during fiscal 2002 despite a low interest rate environment.
Market volatility and investor unease contributed to the industry-wide reduction in gross sales of mutual funds and increased fund
redemption rates.

AGF Management Limited
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The Corporation’s equity mutual funds were not immune from the global market declines and suffered an aggregate market value
depreciation of $3.7 billion in assets under management during the year ended November 30, 2002. This decline compares with a
market value depreciation of $2.2 billion in AUM during fiscal 2001.
The composition of the Corporation’s mutual fund assets under management is summarized as follows:

Percentage of total mutual fund AUM at November 30

2002

2001

Domestic equity funds

22.2%

21.0%

U.S. and international equity funds

50.6%

53.2%

Domestic balanced funds

11.5%

12.2%

U.S. and international balanced funds

4.0%

4.2%

Domestic fixed income funds

9.6%

7.5%

International fixed income funds

2.1%

1.9%

The change in the composition of mutual fund AUM in 2002 was largely due to a higher level of net redemptions of U.S. and
international equity funds relative to other types of funds.
Administration fees and other revenue
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Administration fees and other revenue increased 22.2% to $86.1 million for the year ended November 30, 2002, from $70.4 million a
year ago reflecting the Corporation’s success in positioning itself in the third-party administration and high-net-worth and institutional
client markets. These revenues were generated from the following sources:
(IN MILLIONS OF DOLLARS)

Years ended November 30

2002
Amount

Third-party administration

$

Investment advisory fees and other revenue
$

% of total

45.5

52.8%

40.6

47.2%

86.1

100.0%

Amount
$
$

2001

year-over-year

% of total

% change

30.0

42.6%

40.4

57.4%

51.5%
0.5%

70.4

100.0%

22.2%

The Corporation’s third-party administration business, operating in Canada as Unisen, expanded revenues rapidly in 2002. Revenue
growth came primarily from the acquisition of TD Bank’s third-party administration business and the acquisition of Jewelstone. Clients of
this business unit include some of Canada’s largest financial institutions as well as international wealth management companies.
Unisen offers a diverse range of administrative and technology services to these clients, including a highly regarded technology platform designed specifically for the Canadian investment fund industry — Jewelstone’s “Unitrax” system. With approximately $149 billion
of fund assets under administration for more than five million Canadian investors, Unisen has the scale, technology and people required
to be a premier source of outsourcing solutions for the investment fund industry.
Assets managed for high-net-worth individuals and institutional clients were $5.0 billion at November 30, 2002.
Investment advisory fee revenue increased 9.0% in 2002 as compared to 2001 primarily as a result of growth in revenues for
private investment management services.
Deferred Sales Charges

Deferred sales charges increased 44.9% from $30.0 million for the year ended November 30, 2001, to $43.5 million for the year ended
November 30, 2002. The Corporation receives deferred sales charges upon redemption of securities sold on the contingent deferred
sales charge (“DSC”) basis for which the Corporation financed the selling commissions paid to the dealer. The DSC schedule generally
starts at 5.5% of the original subscription price of the funds purchased if the funds are redeemed within the first two years, and declines
to zero after seven years. The higher redemption rate experienced in fiscal 2002 has resulted in increased DSC revenue. It is expected
that DSC revenue may be lower in fiscal 2003 as mutual fund redemption levels decline to more historical norms.

Expenses
Selling, general and administrative

Selling, general and administrative expenses (“SG&A”), net of unitholder servicing costs recovered from the mutual funds, increased by
13.2% to $130.5 million for the year ended November 30, 2002, as compared to 2001. The increase was attributable to higher costs
incurred in the third-party administration operations as shown in the following table:
(IN MILLIONS OF DOLLARS)

Years ended November 30

2002

2001

% change

Selling, general and administrative expenses
Mutual fund operations

$

All other businesses
$

81.5

(5.2)%

53.2

77.3

$

33.8

57.4%

130.5

$ 115.3

13.2%

Stringent cost control measures reduced SG&A in respect of the mutual fund operations by 5.2%. Expressed as a percentage of
average AUM, mutual fund operations SG&A decreased by 0.2 basis points for the year ended November 30, 2002, compared to the
prior year, despite the year-over-year decline of 4.6% in average AUM.
Trailing commissions

Investment advisory fees

Investment advisory fees decreased 6.9% from $48.4 million in 2001 to $45.1 million in 2002 due to the decline in mutual fund assets
advised by external investment advisors. Investment advisory fees as a percentage of the Corporation’s average mutual fund assets
declined to 17.0 basis points in 2002 from 17.4 basis points a year ago.
Amortization of deferred selling commissions

Amortization of deferred selling commissions increased by 12.7% to $114.2 million for the year ended November 30, 2002, from $101.4
for the year ended November 30, 2001. During 2002, approximately 51% of the Corporation’s mutual fund sales were sold on a DSC
basis. Since December 1, 1997, the Corporation has internally financed $713 million of selling commissions. These selling commissions
have been capitalized and amortized on a straight-line basis over a period that corresponds with the applicable DSC schedule.
As at November 30, 2002, the unamortized balance of deferred selling commissions financed by the Corporation stood at $466.1
million, a decrease of $13.4 million over the prior year. The contingent deferred sales charges that would be received by the Corporation
if all of the DSC securities were redeemed at November 30, 2002, were estimated to be approximately $602 million.
Amortization of customer contracts, relationships and investment advisory contracts

Amortization of customer contracts, relationships and investment advisory contracts increased to $15.7 million in 2002 from $2.6 million
in 2001. The increase in amortization was due to the addition of $25.5 million in customer contracts and relationships from the acquisition in January, 2002, of the TD third-party administration business and the reclassification of $46.9 million in management contracts to
investment advisory contracts. These intangible assets are amortized over their estimated useful lives, which ranges from five to 15 years.
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Trailing commissions paid to investment dealers declined 2.7% from $131.5 million in 2001 to $127.9 million in 2002. Trailing commission levels are dependent on total AUM levels as well as the proportion of mutual fund AUM sold on a front-end versus back-end commission basis and the proportion of equity fund AUM versus fixed income fund AUM. Trailing commissions as a percentage of average
mutual fund AUM increased from 0.47% in 2001 to 0.48% in 2002.

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 LY S I S O F
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Amortization of goodwill and management contracts

Amortization of goodwill and management contracts for the year ended November 30, 2002, was nil as compared with $47.9 million
a year ago as a result of the adoption, on December 1, 2001, of CICA Handbook Section 3062, Goodwill and Other Intangible Assets.
Management contracts have been determined to have an indefinite life and the carrying values of goodwill and management contracts
are not subject to amortization. They are, however, tested at least annually for impairment and written down for any impairment
losses identified.
Amortization of property, equipment and other intangible assets

Amortization of property, equipment and other intangible assets increased from $13.8 million in 2001 to $17.3 million in 2002.
Purchases of property, equipment and other intangible assets continue to be above historical levels as the Corporation consolidates
and grows its third-party administration business under Unisen.
Interest expense

Interest expense decreased from $15.5 million in 2001 to $9.3 million in 2002 as a result of the decrease in average bank loans and
notes payable outstanding during the year. The Corporation utilized its revolving term loan facility for four significant investments during
the year. The following table summarizes the cash component required for each investment:
(IN MILLIONS OF DOLLARS)

Acquisition of TD bank third-party administration business
Acquisition of Jewelstone Systems Inc.
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Additional investment in NCL
Deposit for additional investment in Smith & Williamson Holdings Limited

$

25.5
42.8
8.0
70.0

The Corporation ended the year with a net increase in bank loans of $69.6 million. However, most of the increase occurred in the
fourth quarter due to the Jewelstone and Smith & Williamson transactions.
Except for the interest rate swap arrangements which fixed the interest rates on an average of $55.5 million of the outstanding loan
balance at 5.53% per annum, interest rates on the bank loans were floating based on the prevailing bankers’ acceptance rates.
Integration Costs

During the year, the Corporation commenced the process of consolidating the various third-party record-keeping and fund valuation businesses in one location and developing plans to move all its transfer agency operations onto one information technology platform. It is
anticipated that the integration will be completed by November, 2004. The Corporation has taken an integration charge of $6.5 million in
respect of this process.
Writedown of short-term investments

Short-term investments, which are mainly comprised of seed capital for certain mutual funds launched by the Corporation, were recorded
at the lower of cost and market value. As a result of the decline in equity markets, the Corporation recorded a writedown of $1.4 million
during the year ended November 30, 2002, to reduce the carrying value of its short-term investments to their market value at year-end.

Trust Company Operations
Over the past year, AGF Trust Company (the “Trust Company”) has experienced tremendous asset growth. The RSP loan program has
been successful beyond initial expectations, and the Trust Company has expanded the program for the 2003 RSP season. New investment loan products also helped the Trust Company round out its product offerings. The Trust Company continues to investigate and
develop products suited to financial advisors and their clients.
Pre-tax income of the Trust Company for the year ended November 30, 2002, amounted to $1.0 million as compared to $1.4 million
in the prior year. Non-interest expenses increased to $6.4 million, an increase of $2.9 million, largely as a result of the operating costs
associated with new products. Net investment income increased by 78.1% to $7.9 million for the year as a result of the strong asset
growth. The Trust Company has supported its policy of managing interest rate risk by entering into interest rate swap transactions that
have substantially mitigated the Trust Company’s exposure to interest rate movements.

Mortgage growth continued at a steady pace during the year, with mortgage assets increasing by 13.7% to $204.3 million of which
64.3% were insured. Net conventional non-accrual loans were $0.5 million or 0.25% of the mortgage portfolio. The general allowance
for mortgages losses was increased to $725,000 from $630,000 during the year.
The investment loan program, which allows clients to borrow in order to invest in AGF and third-party mutual funds continued its
strong growth in 2002 with the investment loan portfolio growing to $67.2 million at November 30, 2002, up from $23.9 million a year ago.
The RSP loan program, launched in December, 2001, generated advances of $148.9 million in its first year, well above management’s
initial estimates. The RSP loan portfolio stood at $111.3 million at November 30, 2002. The general allowance for RSP loan losses stood
at $1.1 million at November 30, 2002, or 0.9% of the RSP loan portfolio. The Trust Company is enhancing the Web-based application for
the 2003 RSP season, and has expanded the eligible investments under this loan program.
The Trust Company’s balance sheet has grown substantially in the last year, with its financial position remaining sound. Total assets
increased by 110.3% to $511.7 million at November 30, 2002. The Trust Company’s assets to capital multiple stood at 16.3, up from
13.1 times at November 30, 2001, and representing 92.8% of the Trust Company’s authorized multiple. The Trust Company increased
its issued and outstanding capital stock by $11.7 million during the year, in order to support increased asset levels. Subsequent to
November 30, 2002, the Trust Company received an additional subscription of $4.0 million for capital stock and AGF’s Board has committed to provide additional capital to the Trust Company. The Trust Company’s risk-based capital ratio was 11.9% at November 30,
2002. Liquid assets were high, with $116.3 million in cash and short-term investments at November 30, 2002, ensuring that the
Trust Company can easily honour its financial commitments.

Income Taxes
The Corporation recorded an income tax expense of $43.6 million in 2002, compared to a recovery of income taxes of $14.9 million in
the prior year. The significant factors impacting the Corporation’s effective income tax rate for fiscal years 2002 and 2001 were as follows:

2002
Canadian corporate tax rate

38.8%

Change in future federal and provincial income tax rates

(1.4)

2001
42.0%
(53.3)

Deductible charitable donations

(5.7)

Rate differential on earnings of subsidiaries

(5.0)

(5.7)

Amortization of intangible assets

(0.8)

5.4

Other
Effective income tax rate

–

0.8

1.6

26.7%

(10.0)%

In fiscal 2001 the effective income tax rate was positively impacted by a change in the method of accounting for income taxes and
by a reduction in future federal and provincial income tax rates that lowered the amount of income tax expense by $73.4 million and the
effective income tax rate by 53.3%. There was no significant comparable credit to income taxes in fiscal 2002. The statutory Canadian
corporate tax rate was reduced to 38.8% in fiscal 2002, as compared to 42.0% in fiscal 2001.
During the year, the Corporation acquired access to deductible charitable donations generating net tax benefits of approximately
$9.3 million. Such a tax benefit may not recur in 2003.
As at November 30, 2002, the future income tax liability stood at $272.2 million, as compared with $266.8 million as at November 30,
2001. Approximately 52.4% (54.9% in 2001) of the future income tax liability balance arose from the deduction for income tax purposes
of the full amount of selling commissions paid in a year as compared with the amortization of such selling commissions for accounting
purposes over six to eight years. The remaining future income tax liability balance relates primarily to the impact of business combinations where the accounting values of the acquired assets and liabilities differ from their tax values.
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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 LY S I S O F
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Liquidity and Capital Resources
Cash flow generated from operating activities (before net change in non-cash balances related to operations) was $266.4 million for the
year ended November 30, 2002, compared to $284.4 million in the prior year, a decrease of $17.9 million or 6.3%.
The Corporation’s free cash flow (defined as cash flow from operations less selling commissions paid) was $165.6 million for the
year ended November 30, 2002, compared to $98.2 million in the prior year. The Corporation’s free cash flow along with a net increase
in long-term debt of $59.5 million was used primarily to fund the following:
(IN MILLIONS OF DOLLARS)

Acquisitions and investments
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$

146.3

Purchase of property, equipment & other intangible assets

26.1

Payment of dividends

23.0

The Corporation’s long-term debt to equity ratio increased slightly from 0.22:1 as at November 30, 2001, to 0.25:1 as at November 30,
2002. During the year, the Corporation’s long-term debt increased by $59.5 million, largely to provide the cash required for acquisitions and
investments totaling $146.3 million. The Corporation’s continuing strong free cash flow could permit a substantial repayment of long-term
debt during fiscal 2003.
Consolidated cash and short-term investments amounted to $144.7 million as at November 30, 2002, as compared with $52.8 million
a year ago. Most of the increase is due to an $87.0 million increase in cash in the Trust Company operations. Over the past two years,
AGF Trust Company has dramatically grown its investment and RSP loan programs and builds cash prior to the RSP season in anticipation of funding these loans.
The Corporation has a 10-year prime rate-based revolving term loan facility to a maximum of $175.0 million (reducing to $150.0 million
on June 30, 2003) of which $51.2 million was undrawn as at November 30, 2002. This facility will be available to meet future operational
or investment needs. The Corporation anticipates that cash flow from operations, together with the available loan facility, will be sufficient
in the foreseeable future to implement its business plan, to finance selling commissions, to satisfy regulatory requirements, to service
debt repayment obligations, to meet capital spending needs and to pay quarterly dividends.

Hedging Activities
The Corporation has entered into three interest rate swap transactions which expire between October 28, 2007, and January 27, 2008.
These swap transactions convert the floating interest rates paid by the Corporation on $49.5 million of its outstanding bank loans into
fixed interest rates averaging 5.53% per annum. The Corporation would have to pay approximately $2.0 million to the counter-party if
these swap transactions were terminated at November 30, 2002.
The Corporation has also entered into the following derivative contracts to hedge the currency exposure in respect of its
foreign investments:
• foreign exchange forward contracts to sell U.K. £44,545,000 on April 22, 2003 at an average exchange rate of 2.3609 for
CDN $105,166,000; and
• a cross-currency swap transaction expiring on November 29, 2004, that involves the exchange of three-month bankers’ acceptance
floating interest rates on Canadian $3,293,000 for a fixed interest rate of 0.67% per annum on Japanese ¥256,000,000.

Foreign Exchange Risk
The Corporation’s main foreign exchange risk derives from the U.S. and international portfolio securities held in the mutual funds under
management. Change in the value of the Canadian dollar relative to foreign currencies will cause fluctuations in the Canadian dollar
value of non-Canadian AUM upon which the Corporation’s management fees are calculated. The Corporation monitors this risk closely,
but due to the active management of these funds, does not believe that hedging the movements of the Canadian dollar for this risk is
appropriate. From time to time, the AGF funds themselves may enter into foreign exchange contracts to hedge foreign exchange
exposure on U.S. and international securities held in the funds.
The Corporation is subject to immaterial foreign exchange risk on its integrated foreign subsidiaries in Ireland and Singapore that
provide investment advisory services. These subsidiaries retain minimal monetary exposure to the local currency, their revenues are
calculated in Canadian dollars and the local currency expenses are comparatively small.
The Corporation does actively hedge its net U.K. pound exposure on the investment in associated company, as described in the
previous section, Hedging Activities. The cash flows from this investment were not material during fiscal 2002 and are not hedged.

Interest Rate Risk
The Corporation is exposed to the risk related to changes in interest rates on $190.7 million of floating rate long-term debt. A 1% change
in variable interest rates on this debt in fiscal 2002 would have resulted in a $1.8 million change in interest expense for the year ended
November 30, 2002. Such a change in interest rates would not have a material impact on the fair value of the related long-term debt or
the results of operations of the Corporation.

Market Risk
The Corporation’s revenue stream from net management and advisory fees is subject to market risk, as these management and advisory
fees are based on the value of assets under management. In fiscal 2002, average daily mutual fund AUM declined by 4.6% and net
management and advisory fee revenue declined by 4.7%. The Corporation does not hedge this risk as the mutual fund portfolios are
actively managed with a goal to maximizing their value for unitholders.
The Corporation is exposed to equity market risk on the $19.9 million in short-term investments, which are comprised primarily of
seed capital for certain mutual funds launched by the Corporation. These are recorded at the lower of cost and market value and were
written down to market value in the fourth quarter of 2002.

Business Strategy

Subsequent Event
On December 2, 2002, the merger of NCL (Securities) Limited (“NCL”) and Smith & Williamson Holdings Limited (“S&WHL”) and the
cash subscription by the Corporation of $70.0 million of new capital in the enlarged business were completed. Prior to the merger and
subscription, the Corporation owned 43.5% of NCL. Following the subscription, the Corporation held a 30.0% interest in the newly
merged company which provides independent private client investment management, financial advisory and accounting services in the
U.K. The $70.0 million capital subscription was recorded as a deposit in other investments as at November 30, 2002. The Corporation
expects to realize an after-tax gain of approximately $10 million on the tender of its shares in NCL to the offer of S&WHL.

Outlook
The Corporation sees both challenges and opportunities ahead in 2003. As with all investment management firms, the performance of
the global equity markets will be an overriding factor influencing the Corporation’s financial performance. In recent years, AGF has taken
steps to diversify its revenue sources into other high growth markets and related businesses that are not subject to market fluctuations.
In the near term, financial markets are expected to remain volatile. However, the reduction of international geopolitical risks
and clearer signals of economic recovery, especially in the U.S., should have a positive impact on the markets. Until the stock markets
can establish sustained upward momentum, investors will likely favour income and balanced funds and the new market-linked,
capital-protected derivative products. As confidence in economic recovery strengthens, investors should begin to move back into
equity investments. These factors will positively impact mutual fund sales and the Corporation’s AUM, revenue and earnings. Even
with this outlook, management anticipates continued challenges in the first half of fiscal 2003 and net income and cash flow from
operations are not expected to grow until after a recovery of global equity markets has been seen.
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The focus of the Corporation’s strategy for 2003 is to strengthen the core wealth management business while at the same time actively
continue the diversification of revenue sources, both by industry and geographically.
The objective of market share growth in the core mutual fund business will be supported by various asset retention and sales focus
strategies, product enhancements, brand reinforcement and the building of strategic partnerships with key distributors. The recent
successful transition to new portfolio managers will be further supported by a continuing rigorous portfolio manager review process in
order to ensure the delivery of above-average fund performance. Products and services, including Trust Company offerings, will continue
to be expanded along the wealth continuum to meet the needs of investors and advisors at all stages of their investment lives.
The continuing diversification of the Corporation’s revenue sources will focus primarily on the integration of administration and
systems capabilities within Unisen so as to be positioned to take full advantage of the trend in the investment fund industry towards
outsourcing of administrative functions. Global initiatives will be concentrated on wealth management and third-party administration
activities in markets which management believes to have above-average growth potential.

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 LY S I S O F
F I N A N C I A L C O N D I T I O N A N D R E S U LT S O F O P E R AT I O N S

Unisen is on target to complete its operational integration, including the relocation of all staff to a single Mississauga, Ontario location
and converting all the transfer agency clients onto the Jewelstone Unitrax system platform by the end of fiscal 2004. The Corporation
anticipates that Unisen will achieve significant operational synergies and cost savings after the integration is completed.
The trend of industry consolidation is anticipated to continue as financial services companies look to achieve greater economies of
scale or to access additional distribution channels. The Corporation believes it is well positioned to meet the challenges of a changing
marketplace as it has embraced the concept of the wealth continuum and taken steps to provide the services and new products to meet
evolving investor preferences. At the same time, the Corporation will maintain its commitment to build the AGF brand, to keep stringent
control over costs, to deliver solid fund performance and to provide a high level of client service. Finally, the Corporation’s investments in
Ireland, the U.K., Singapore and Japan are building a platform for future expansion in markets that management believes have aboveaverage growth potential.

Recent Accounting Pronouncements
Stock Options

In January, 2002, The Accounting Standards Board of the CICA approved amendments to the Handbook section 3870, Stock Based
Compensation and Other Stock Based Payments. The amendments are applicable to the Corporation in fiscal 2003, and require the
disclosure of pro forma net income and earnings per share, as if the Corporation had applied the fair value-based method of accounting
for stock-based compensation. The disclosure will be provided for options granted in fiscal year 2003. The fair value of the options
granted will be determined using an option pricing model and major assumptions implicit in determining the fair value will be disclosed.
Foreign Currency Translation and Hedging Relationships
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In November, 2001, the Accounting Standards Board of the CICA approved amendments to Handbook section 1650, Foreign Currency
Translation, and a new accounting Guideline, Hedging Relationships. The amendments are applicable to the Corporation in fiscal 2003
and will eliminate the deferral and amortization method for unrealized translation gains and losses on non-current monetary assets and
liabilities and will require the recognition of exchange gains and losses in net income. The Hedging Relationships Guideline, which is
applicable to the Corporation in fiscal 2004, deals with the identification, documentation, designation and effectiveness of hedges and
requires the discontinuance of hedge accounting if specified conditions are not met at the time the guideline is first applied. The impact
of implementing these accounting policy changes has not been determined.

Forward Looking Statements
This MD&A contains certain “forward-looking” statements that are made based on management’s judgement and expectations but
are inherently subject to risks and uncertainties beyond the Corporation’s control. These risks and uncertainties include economic
conditions, market fluctuations, interest rate and foreign exchange movements, political events, regulatory change and competitive
developments. Actual results may differ materially from those anticipated in the forward-looking statements

corporate
governance

Governing Bodies
The Corporation and its operating subsidiaries are each registered with one or more of various regulatory authorities. The primary governance obligation of the Corporation and these subsidiaries is to abide by the spirit and the letter of the regulations and rules formulated
by these authorities, which range from specific rules and regulations to strong statements of general principles based on a commitment
to ethical behavior. These regulatory authorities include:
Provincial Securities Commissions;
Investment Dealers Association of Canada;
The Toronto Stock Exchange;
The Office of the Superintendent of Financial Institutions;
The Securities and Exchange Commission (Washington D.C.);
Central Bank of Ireland; and
Monetary Authority of Singapore.

Code of Ethics
All directors, officers and employees of the Corporation and its subsidiaries are subject to a Code of Ethics that outlines the standards
by which they must conduct themselves in their business dealings. Compliance with the Code is a matter of utmost importance and a
breach of any of its provisions is grounds for a warning, revision of responsibilities, suspension or dismissal with or without notice,
depending on the particular circumstances. The Code sets out specific rules dealing with conflicts of interest, confidential information,
insider trading, personal trading by investment managers and others with access to information used in making investment decisions,
and a variety of other matters. From time to time, as appropriate, the Code is supplemented by memoranda delivered to directors,
officers and employees clarifying or expanding provisions of the Code.
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C O R P O R AT E G O V E R N A N C E

The Boards of Directors

1.
Descriptions and Mandate of the Boards
The Corporation’s Board has responsibility for the stewardship of the Corporation and discharges that responsibility by providing advice
and direction with respect to the business plans of the Corporation and monitoring the operations of its subsidiaries. The Boards of the
various subsidiaries are responsible for reviewing and monitoring the strategic plans of those businesses. In carrying out its responsibilities, the Corporation’s Board appoints the Chief Executive Officer and meets with senior executives on a regular basis to receive and consider reports on the affairs of the Corporation. The Board expects these reports to be comprehensive, accurate and timely. In addition to
approving specific corporate actions, the Board receives and approves annual and interim reports to shareholders, including annual and
interim financial statements.

2.
Membership on the Boards
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The majority of the members of the Boards of the Corporation and AGF Trust Company are unrelated to the Corporation and its subsidiaries, meaning they are free from any interest and any business or other relationship that could reasonably be perceived to materially
interfere with their ability to act with a view to the best interest of the Corporation, other than interest arising from shareholding. These
directors are Douglas L. Derry, Stuart E. Eagles, David King, William Morneau, and Winthrop H. Smith, Jr., who was appointed as a new
director of the Corporation’s Board on April 25, 2002. In the year ended November 30, 2002, the Corporation’s Board met 10 times.

3.
Boards of the Mutual Funds
The Mutual Fund Boards are completely distinct and independent from the Boards of the Corporation and its subsidiaries (apart from
three overlapping representatives). These Fund Boards represent the shareholders and unitholders of the Funds. The directors of the
Funds that are corporations are elected by shareholders and have the legal responsibility for functions such as approving the appointment of investment managers. The Chairman of these Boards is Mr. John B. Newman, an independent director.
There is presently no legal requirement that mutual fund trusts have a board of governors. As early as the 1980s however, the
Corporation recognized the interest of unitholders in having an independent board to provide advice to the trust funds. For this reason,
the directors of the corporate Funds are appointed as governors of these funds.

4.
Board Representation and Independence from Management
Mr. C. Warren Goldring, the Corporation’s Chairman, owns, directly or indirectly, 80% of the outstanding Class A voting common shares
of the Corporation and is therefore a “significant shareholder”. Mr. W. Robert Farquharson, the Corporation’s Vice-Chairman and Chief
Investment Officer, owns, directly or indirectly, the remaining 20% of the Class A voting common shares. Each also owns a significant
number of Class B non-voting shares. Messrs. Goldring and Farquharson both serve on the Corporation’s Board as management representatives along with Mr. Blake C. Goldring, Chief Executive Officer of the Corporation. The other members of the Corporation’s Board are
“independent” directors in that they are free from any interest in or relationship with (other than the membership of certain of these
directors on the boards of directors of other companies controlled directly or indirectly by Mr. Goldring) the Corporation’s significant
shareholder or any affiliate of the significant shareholder.

5.
Committees of the Corporation’s Board
The independent directors who serve as Chairmen of the Board’s committees are responsible for directing the meetings of the committee
when matters related to the responsibilities of these committees are discussed. The Corporation’s Board has three committees, all of
which are composed predominantly of unrelated directors: the Audit Committee, the Corporate Governance Committee and the
Compensation Committee.

The Audit Committee is responsible for conducting such review and inquiry of management and the internal and external auditors as it
deems necessary towards establishing that the Corporation and its subsidiaries are applying appropriate systems of internal controls,
which fulfill legislative and regulatory requirements. Internal controls are reviewed and evaluated by the Corporation’s internal auditors.
The Audit Committee reviews and makes a report to the Board before the approval of the annual and interim financial statements.
During the year ended November 30, 2002, the Audit Committee met four times. These meetings included sessions at which management was not present.

The Corporate Governance Committee
The Corporate Governance Committee is responsible for developing the Corporation’s approach to governance issues and is actively
involved in ensuring the Corporation’s compliance with corporate governance guidelines. The Corporate Governance Committee reviews
regularly the developments in corporate governance guidelines and makes recommendations to the Board on all such matters. It establishes terms of reference for Board committees, and, as the Nominating Committee for new directors to the Corporation’s Board, has
established appropriate criteria for new directors to present to the Board. During the year ending November 30, 2002, the Corporate
Governance Committee met three times. These meetings included sessions at which management was not present.
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The Audit Committee

C O R P O R AT E G O V E R N A N C E

The Compensation Committee
The Compensation Committee is responsible for reviewing and approving base salaries, bonuses, long-term incentives, retirement benefits and other compensation for executive officers. The Compensation Committee also reviews processes and policies for establishing
compensation and benefit levels, including the granting of stock options. During the year ending November 30, 2002, the Compensation
Committee met three times.

6.
Orientation and Education
The Corporation has established a system of orientation and ongoing education for its directors. As part of this program, the Corporation
provides directors with updates on the mutual fund and financial services industries, briefings on industry practices relating to corporate
governance and other relevant issues.

7.
Shareholder Communication
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The Corporation believes that shareholder communication and feedback are essential. This belief is based on the stake shareholders
have in the Corporation’s business and the importance to shareholders of ensuring that trading prices and volumes of the Corporation’s
Class B non-voting shares are not adversely affected by a lack of information in the marketplace. Shareholder inquiries are promptly
responded to by the Corporate Secretary or another senior officer of the Corporation.

auditors’ report

JANUARY 17, 2003

We have audited the consolidated balance sheets of AGF Management Limited as at November 30, 2002 and 2001, and the consolidated
statements of income, retained earnings and cash flow for the years then ended. These financial statements are the responsibility of the
Corporation’s management. Our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we plan
and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation.
In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the
Corporation as at November 30, 2002 and 2001, and the results of its operations and its cash flow for the years then ended in
accordance with Canadian generally accepted accounting principles.

Chartered Accountants
Toronto, Canada
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To the Shareholders of AGF Management Limited:

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

Consolidated Balance Sheets
(IN THOUSANDS OF DOLLARS)

November 30

2002

2001

ASSETS
Wealth Management Operations
Current assets
Cash and term deposits

$

8,501

$

1,445

Short-term investments

19,884

22,021

Accounts receivable and prepaid expenses

55,911

56,042

84,296

79,508

Investment in associated company (note 6 and 20)

35,909

27,435

Other investments (note 20)

78,806

8,811

473,670

473,670

126,611

82,069

466,050

479,409

Management contracts (note 2)
Customer contracts, relationships and investment advisory contracts, net of
accumulated amortization of $18,913 (2001 - $3,211) (note 2)
Deferred selling commissions, net of accumulated
amortization of $453,907 (2001 - $339,698)
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Property, equipment, and other intangible assets (note 10)
Goodwill (note 2)

53,850

37,617

144,015

114,260

1,463,207

1,302,779

Trust Company Operations
Cash and term deposits

116,324

29,355

Accounts receivable and other assets

7,755

5,569

Investments

4,855

4,843

382,779

203,544

Mortgages and consumer loans

511,713
$

1,974,920

243,311
$

1,546,090

Consolidated Balance Sheets
(IN THOUSANDS OF DOLLARS)

November 30

2002

2001

LIABILITIES
Wealth Management Operations
Current liabilities
Accounts payable and accrued liabilities

$

Long-term debt due within one year (note 14)

52,867

$

40,369

Income taxes payable

Long-term debt (note 14)
Participation units (note 15)
Future income taxes (note 9(c))
Leasehold inducements
Capital lease obligations
Non-controlling interest in subsidiary

62,296
48,896

8,984

7,762

102,220

118,954

224,995

165,481

6,157

6,157

272,197

266,834

1,441

–

408

–

–

83

607,418

557,509

Accounts payable and accrued liabilities

10,868

5,428

469,068

218,446

479,936

223,874

Capital stock (note 7)

390,840

361,401

Retained earnings

495,819

402,964

Deposits

SHAREHOLDERS' EQUITY

Foreign currency translation adjustment
$

Approved by the Board:

C. Warren Goldring

Douglas L. Derry

Director

Director

907

342

887,566

764,707

1,974,920

$

1,546,090
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Trust Company Operations

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

Consolidated Statements of Income
(IN THOUSANDS OF DOLLARS, EXCEPT PER SHARE AMOUNTS)

Years ended November 30

2002

2001

Revenue
Wealth Management Operations
Net management and advisory fees

$

498,400

$

522,766

Administration fees and other revenue

86,071

70,417

Deferred sales charges

43,477

30,000

Investment income

Trust Company interest, dividends and administration fees

2,200

1,480

630,148

624,663

23,955

15,331

654,103

639,994

Selling, general and administrative

130,502

115,316

Trailing commissions

127,873

131,468

Expenses
Wealth Management Operations

Investment advisory fees
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Amortization of deferred selling commissions

45,057

48,395

114,209

101,369

Amortization of customer contracts, relationships and
investment advisory contracts
Amortization of goodwill and management contracts
Amortization of property, equipment and other intangible assets (note 10)

15,702

2,575

–

47,925

17,270

13,776

Interest expense

9,256

15,462

Integration costs (note 19)

6,500

(1,334)

Writedown of short-term investments

1,364

2,747

467,733

477,699

Trust Company Operations
14,143

9,652

General and administrative

Interest on deposits

7,402

3,985

Provision for loan losses

1,424

252

22,969

13,889

490,702

491,588

163,401

148,406

Income before income taxes and non-controlling interest
Income taxes (note 9)
Current

52,695

Future

(9,050)

(47,835)

43,645

(14,867)

Net income before non-controlling interest
Non-controlling interest share of loss of subsidiary
Net income for the year

32,968

119,756

163,273

83

481

$

119,839

$

163,754

Basic

$

1.34

$

1.84

Diluted

$

1.30

$

1.79

Earnings per share (note 2 and 7(f))

Consolidated Statements of Retained Earnings
(IN THOUSANDS OF DOLLARS, EXCEPT PER SHARE AMOUNTS)

Years ended November 30
Retained earnings, beginning of year

2002
$

Net income for the year

402,964

2001
$

258,838

119,839

163,754

522,803

422,592

22,967

19,577

Deduct:
Dividends on Class A and Class B shares
(25.5¢ per share; 2001 – 22¢ per share)
Excess paid over average issue price of Class B shares

Retained earnings, end of year

$

4,017

51

26,984

19,628

495,819

$

402,964
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purchased for cancellation

CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Statements of Cash Flow
(IN THOUSANDS OF DOLLARS, EXCEPT PER SHARE AMOUNTS)

Years ended November 30

2002

2001

Operating activities
Net income for the year

$

119,839

$

163,754

Items not affecting cash Amortization of deferred selling commissions

114,209

101,369

Amortization of customer contracts, relationships and
investment advisory contracts
Amortization of goodwill and management contracts

15,702

2,575

–

47,925

Amortization of property, equipment and other intangible assets

17,270

Future income taxes

(9,050)

Other

Net increase in non-cash balances related to operations

13,776
(47,835)

8,478

2,806

266,448

284,370

(701)

(30,978)

265,747

253,392

Financing activities
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Net change in Class B shares

(2,950)

Dividends

134,472

(22,967)

Increase (decrease) in bank loan

(19,577)

69,600

Decrease in notes and instalment payable

(193,200)

(15,236)

Increase in leasehold inducements
Increase in Trust Company deposits

(15,992)

1,441

–

250,622

61,458

280,510

(32,839)

Investing activities
Deferred selling commissions paid

(100,850)

(186,158)

Deposit for investment in associated company (note 20)

(69,995)

–

Acquisition of subsidiary net of cash acquired (note 5)

(42,822)

–

Acquisition of third-party administration business (note 4)

(25,506)

Investment in associated company (note 6)
Purchase of property, equipment and other intangible assets
Purchase of investments
Sale of investments — Trust Company Operations

–

(7,951)

(11,237)

(26,057)

(24,240)

(575)

(8,045)

–

Increase in Trust Company mortgages and consumer loans

1,245

(180,613)

(46,394)

(454,369)

(274,829)

Increase (decrease) in cash and cash equivalents during the year

91,888

(54,276)

Balance of cash and cash equivalents, beginning of year

52,821

107,097

Balance of cash and cash equivalents, end of year

$

144,709

$

8,501

$

52,821

Represented by:
Cash and term deposits
Wealth Management Operations

$

Trust Company Operations

116,324

Short-term investments

1,445
29,355

19,884

22,021

$

144,709

$

52,821

Basic

$

2.97

$

3.20

Diluted

$

2.90

$

3.10

Cash flow from operations per share (before net change in non-cash
balances related to operations — note 2 and 7(f))

notes to consolidated
financial statements

FOR THE YEARS ENDED NOVEMBER 30, 2002 AND 2001 (IN DOLLARS, EXCEPT AS OTHERWISE STATED)

Description of business

1.
Significant accounting policies
The financial statements have been prepared in accordance with Canadian generally accepted accounting principles.
Certain comparative amounts have been reclassified to conform with the current year’s presentation.
Consolidation
The consolidated financial statements include the accounts of AGF and all of its directly and indirectly owned subsidiaries
and partnership (collectively referred to as the “Corporation”). The principal entities of AGF are:

AGF Funds Inc.
AGF International Advisors Company Limited
AGF Asset Management Asia Ltd.
AGF Private Investment Management Limited (“AGF PIM”)
AGF Trust Company (“Trust Company”)
AGF Securities (Canada) Limited
AGF Securities, Inc.
AGF Limited Partnership 1998

Unisen Inc. (formerly AdminSource Inc.)
Investmaster Group Limited (formerly AdminSource (U.K.) Limited)
AGF International Company Limited
20/20 Financial Corporation (“20/20 Financial”)
Global Strategy Holdings Inc. (“Global Strategy”)
Global Strategy Securities Inc.
Jewelstone Systems Inc. (“Jewelstone”)
moneyworld Media Inc.

Revenue recognition
Management and advisory fees are based on the net asset value of funds under management and are recognized on an accrual basis.
These fees are shown net of management fee rebates and distribution fees payable to third-party selling commission financing entities.
Administration fees and other revenue are recognized on an accrual basis when the services are performed.
Deferred sales charge (“DSC”) revenue is received from investors when mutual fund securities sold on a DSC basis
are redeemed. DSC revenue is recognized on the trade date of redemption of the applicable mutual fund securities.
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AGF Management Limited (“AGF”) is incorporated under the Business Corporations Act (Ontario). AGF is an integrated, global wealth
management corporation whose principal subsidiaries provide mutual fund management and distribution, private investment management for high-net-worth clients, trust products and services (including mortgage and investment lending and deposit-taking activities),
investment advisory services, third-party fund administration services and investment industry software development for individual and
institutional clients. AGF conducts the management and distribution of mutual funds in Canada under the brand names AGF and
Harmony (collectively, the “AGF Funds”). AGF conducts its third-party fund administration services and investment industry software
development under the names Unisen and Jewelstone in Canada and Investmaster in the U.K.
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Income taxes
The Corporation uses the liability method of accounting for income taxes. Under this method, future income tax assets and liabilities
are determined based on differences between the financial reporting and tax bases of assets and liabilities. These differences are
remeasured at each period end using the substantively enacted tax rates and laws that are expected to be in effect in the periods in
which the future income tax assets or liabilities are expected to be realized or settled.
Foreign currency translation
The financial statements of integrated foreign subsidiaries are translated using the temporal method. Under this method, monetary
assets and liabilities are translated into Canadian dollars at the exchange rate in effect at the balance sheet date. Non-monetary assets
are translated at historical exchange rates. Revenue and expenses are translated at average exchange rates for the period, except for
amortization which is translated on the same basis as the related asset. Resulting gains and losses are reflected in net income.
Investments in foreign associated companies and any related debt and foreign exchange forward contracts are translated into
Canadian dollars at the rate of exchange in effect at the balance sheet date. Unrealized translation gains and losses are reported
in a separate component of shareholders’ equity as a foreign currency translation adjustment.
Investments
Short-term investments are carried at the lower of cost and market value. Long-term investments are carried at cost and are written
down when there has been a loss in value that is other than a temporary decline.
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Deferred selling commissions
Selling commissions paid on mutual fund securities sold on a DSC basis are recorded at cost and are amortized on a straight-line basis
over a period which corresponds with the applicable DSC schedule (which ranges from six to eight years). Unamortized deferred selling
commissions are written down to the extent that the carrying value exceeds the expected future revenue on an undiscounted basis.
Property and equipment
Property and equipment, which is comprised of furniture and equipment, computer hardware and leasehold improvements, is stated
at cost, net of accumulated amortization. Amortization is computed on the following methods based on the estimated useful lives of
these assets:

Furniture and equipment
Computer hardware
Leasehold improvements

20% declining balance
30% declining balance
straight-line over term of related lease

Goodwill and management contracts
The purchase price of acquisitions accounted for under the purchase method and the purchase price of investments accounted for
under the equity method are allocated based on the fair values of the net identifiable assets acquired, including management contracts. The excess of the purchase price over the values of such assets is recorded as goodwill. Management contracts have been
determined to have an indefinite life.
Goodwill and management contracts are not amortized, but are subject to impairment tests on at least an annual basis.
Goodwill is allocated to the reporting units and any potential impairment is identified by comparing the carrying value of a reporting
unit with its fair value. If any potential impairment is indicated, then it is quantified by comparing the carrying value of goodwill to its
fair value, based on the fair value of the assets and liabilities of the reporting unit.
Finite life intangible assets
Finite life intangible assets, which are comprised of customer contracts, relationships and investment advisory contracts, computer
software, television production and program rights, are stated at cost, net of accumulated amortization. Amortization is computed on
the following methods based on the estimated useful lives of these assets:

Customer contracts and relationships
Investment advisory contracts
Computer software
Television production
Program rights

straight-line
straight-line
straight-line
straight-line
straight-line

over
over
over
over
over

seven to 15 years
five years
three to five years
two years
five years

Mortgages, consumer loans and allowances
Mortgage loans are carried at amortized cost less principal repayments less any holdbacks, net of an allowance for mortgage losses.
Interest income from mortgages is recorded on an accrual basis. Accrued but uncollected interest on uninsured mortgages is
reversed when loans are placed on a non-accrual basis.
Consumer loans are carried at amortized cost less principal repayments, net of allowance for consumer loan losses.
Interest income from consumer loans is recorded on an accrual basis.
Loans are classified as non-accrual when, in the opinion of management, there is reasonable doubt as to the collectibility,
either in whole or in part, of interest or principal or when principal or interest is past due 90 days, except where the loan is both
well-secured and in the process of collection. In any event a loan that is insured by the federal government or an agency thereof is
classified as non-accrual when principal or interest is past due 365 days, or in the case of other mortgage loans, when they are
contractually in arrears for 180 days. Thereafter, interest income is recognized on a cash basis only after specific provision for losses
has been recovered and provided there is no further doubt as to the collectibility of the principal.
The allowance for mortgage and consumer loan losses consists of both specific and general provisions. Specific provisions
relate to individual loans that, in the opinion of management, are necessary to reflect the estimated realizable value of the
particular loan. General provisions are based on management’s assessment of probable, unidentified losses in the portfolio that
have not been captured in the determination of the specific provisions. The assessment includes general economic factors and
geographic exposure.
Stock option plans
Stock option plans are described in note 7(e). No compensation expense is recognized when stock options are granted or
exercised. Consideration paid by employees on exercise of stock options is credited to capital stock. See note 3 for a description
of a future accounting policy change in respect of stock options.
Use of estimates
In preparing these financial statements, management must make certain estimates and assumptions that affect the reported
amounts of assets and liabilities, income and expenses and the related disclosures. Actual results may be different from
those estimates.

2.
Changes in accounting policies
Goodwill and other intangible assets

On December 1, 2001, AGF adopted the Canadian Institute of Chartered Accountants (CICA) Handbook section 3062, “Goodwill
and Other Intangible Assets”. A total of $11.4 million of goodwill related to an investment in NCL (Securities) Limited (“NCL”), an
associated company accounted for by the equity method, was reclassified to customer contracts as a result of the adoption of
section 3062.
Management contracts have been determined to have an indefinite life and the carrying values are not subject to amortization.
Other intangible assets having finite lives include customer contracts, relationships and investment advisory contracts. These
intangible assets are being amortized on a straight-line basis, based on their estimated useful lives.
As of November 30, 2002, AGF has completed its impairment testing on the carrying values of goodwill and management
contracts. No impairment losses were required to be recognized as a result of this testing.
The provisions of section 3062 require that amortization of goodwill and intangible assets with an indefinite life cease
upon adoption of section 3062. Adoption of this accounting policy resulted in a $44.6 million decrease in amortization of goodwill
and management contracts and a $4.9 million increase in future income tax expense in the year ended November 30, 2002.
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The following table discloses a reconciliation of previously reported net income, basic earnings per share and diluted earnings per
share to the amounts adjusted for the exclusion of goodwill and management contract amortization, net of income taxes.
$(000)’S

Years ended November 30
Reported net income

2002
$

119,839

2001
$

163,754

Add back:
Goodwill amortization

–

8,711

Management contract amortization, net of income taxes

–

26,794

Net income adjusted for goodwill and management contract amortization

$

119,839

$

199,259

- Reported

$

1.34

$

1.84

- Adjusted

$

1.34

$

2.24

Diluted - Reported

$

1.30

$

1.79

- Adjusted

$

1.30

$

2.17

Earnings per share
Basic
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Earnings per share (EPS)
On December 1, 2001, AGF adopted CICA Handbook section 3500, Earnings Per Share. The new recommendations require the use of
the treasury stock method in computing diluted EPS. The requirements of section 3500 were adopted retroactively and diluted EPS figures
for prior periods have been restated. Upon restatement diluted EPS for the year ended November 30, 2001, was increased by $0.02.

3.
Future accounting policy changes
Stock options

In January, 2002, The Accounting Standards Board of the CICA approved amendments to the Handbook section 3870, Stock Based
Compensation and Other Stock Based Payments. The amendments to section 3870, applicable to the Corporation in fiscal 2003,
require the disclosure of pro forma net income and earnings per share, as if the Corporation had applied the fair value-based
method of accounting for stock-based compensation. The disclosure will be provided for options granted in fiscal year 2003. The fair
value of the options granted will be determined using an option pricing model and major assumptions implicit in determining the fair
value will be disclosed, including dividend yield, expected volatility, risk-free interest rates and expected option life.
Foreign currency translation and hedging relationships
In November, 2001, the Accounting Standards Board of the CICA approved amendments to Handbook Section 1650, Foreign
Currency Translation, and a new accounting guideline, Hedging Relationships. The amendments to Section 1650, applicable to the
Corporation in fiscal 2003, will eliminate the deferral and amortization method for unrealized translation gains and losses on noncurrent monetary assets and liabilities and will require the recognition of exchange gains and losses in net income. The Guideline on
Hedging Relationships, applicable to the Corporation in fiscal 2004, deals with the identification, documentation, designation and
effectiveness of hedges. The impact of implementing these accounting policy changes has not been determined.

4.
Acquisition of third-party administration business from The Toronto-Dominion Bank
On January 31, 2002, the Corporation acquired The Toronto-Dominion Bank’s third-party shareholder record-keeping and fund valuation
business for cash consideration of $25.5 million including acquisition costs of $0.5 million.
The transaction was an asset purchase and the entire purchase price was assigned to the intangible asset customer contracts and
relationships. The intangible asset is being amortized over its estimated useful life of seven years. The acquired business, which is based
in Toronto, provides shareholder record-keeping and fund valuation services to a variety of investment management firms. The results of
operations of the acquired business have been included in these consolidated financial statements since the closing date of the transaction.

The purchase price is subject to a clawback based on client revenues received during the 12-month period ending January 31, 2003.
Management estimates that a portion of the purchase price will be repaid to AGF as a result of the clawback calculation, subject to
finalization. This repayment of purchase price is expected to occur in fiscal 2003 and will be recorded as a reduction in the value of
customer contracts and relationships acquired.

5.
Acquisition of Jewelstone Systems Inc.
On September 15, 2002, the Corporation acquired all of the outstanding shares of Jewelstone Systems Inc. for consideration of $59.7 million,
including acquisition costs of $0.5 million, with potential additional payments to a maximum of $5 million payable on or before December 31,
2004, conditional on the achievement of certain operational targets. Jewelstone is based in Toronto and is a provider of transfer agency
software to the Canadian investment fund industry. The acquisition is being accounted for by the purchase method of accounting with
the results of operations of Jewelstone included in the consolidated financial statements from the date of acquisition. The value attributed
to customer contracts is being amortized on a straight-line basis over 10 years and the value attributed to the acquired software is being
amortized on a straight-line basis over five years.
The fair value of the net assets acquired and consideration paid are summarized as follows:

$(000’s)

Current assets

$

Property and equipment

3,252
1,958

Software

9,274

Customer contracts

34,738

Goodwill

29,754

Liabilities

(5,318)

Future income taxes

(14,007)
$

59,651

$

42,822

Consideration paid
Cash
Receivable from vendors

(871)

1,026,682 Class B shares issued

17,700
$

59,651

6.
Investment in associated company
During the year, the Corporation increased its ownership interest in NCL (Securities) Limited (“NCL”) through the purchase of additional
shares to hold a 43.5% interest as at November 30, 2002. NCL, which is based in the U.K., provides private client asset management
and institutional fund management and advisory services to a broad range of clients.
The investment is being accounted for by the equity method. The purchase price allocation and consideration paid for the additional
interest are summarized as follows:

$(000’s)
Net assets acquired
Customer contracts

$

6,170

$

7,951

$

7,951

Other net assets

1,781

Consideration paid
Cash
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7.
Capital stock
(a) Authorized capital
The authorized capital of AGF consists of an unlimited number of Class B non-voting shares (“Class B shares”) and an unlimited
number of Class A voting common shares (“Class A shares”). The Class B shares are listed for trading on The Toronto Stock Exchange.
(b) Equity offering of Class B shares
On December 6, 2000, AGF issued 5,500,000 Class B shares at $25.00 per share. The net cash proceeds amounting to
$131.7 million (gross proceeds of $137.5 million less share issue costs of $5.8 million) were used to fully repay the bank
bridge loan and partially repay the revolving term loan.
(c) Movement during the year
The movement in capital stock during 2001 and 2002 is summarized as follows:

Number of shares issued

Amount $(000’s)

Class B shares
Balance, November 30, 2000
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Issued on equity offering (note 7(b))

83,046,454

$

221,107

5,500,000

134,103

Issued on repayment of instalment payable

123,460

3,411

Issued through dividend reinvestment plan

1,491

37

612,182

2,756

Stock options exercised
Purchased for cancellation
Balance, November 30, 2001
Issued on acquisition of subsidiary (note 5)

(3,000)
89,280,587

(13)
$

361,401

1,026,682

17,700

Issued on purchase of investment

319,614

7,261

Issued on repayment of instalment payable

200,876

3,411

Issued through dividend reinvestment plan

1,873

36

524,977

2,296

(311,500)

(1,265)

Stock options exercised
Purchased for cancellation
Balance, November 30, 2002

91,043,109

$

390,840

Class A shares
Balance, November 30, 2002, 2001, and 2000
Total stated capital

57,600

–
$

390,840

(d) Class B shares purchased for cancellation
AGF has obtained applicable regulatory approval to purchase for cancellation, from time to time, certain of its Class B shares
through the facilities of The Toronto Stock Exchange. Present approval for such purchases extends through to February, 2003. It is
the Corporation’s intention to file for a one-year extension of the regulatory approval to purchase Class B shares for cancellation.
(e) Stock option plans
AGF has established stock option plans for senior employees under which stock options to purchase an aggregate maximum of
5,251,787 Class B shares could have been granted as at November 30, 2002. Stock options are vested to the extent of 25% to 33%
of the individual’s entitlement per annum.

The movement in stock options during 2001 and 2002 is summarized as follows:

Number of options

Weighted average exercise price

Class B share options
Balance outstanding, November 30, 2000

4,241,340

$

6.98

Options granted

456,950

$

27.38

Options cancelled

(19,651)

$

13.80

Options exercised

(612,182)

$

4.50

Balance outstanding, November 30, 2001

4,066,457

$

9.61

Options granted

1,461,800

$

18.18

Options cancelled

(19,333)

$

21.38

Options exercised

(524,977)

$

4.38

$

12.60

Balance outstanding, November 30, 2002

4,983,947

The following summarizes information about stock options outstanding as at November 30, 2002:

Range of
exercise prices

Number of options

Weighted average

Weighted average

Number of options

Weighted average

outstanding

remaining life

exercise price

exercisable

exercise price

$ 2.23 to $ 5.07

1,540,550

0.7 years

$

3.11

1,540,550

$

$ 6.73 to $ 11.81

1,142,947

2.8

$

10.20

1,023,572

$ 10.07

3.11

$ 13.02 to $ 17.87

1,075,700

6.2

$

15.33

148,450

$ 17.41

$ 20.73 to $ 27.73

1,224,750

6.0

$

24.39

177,112

4,983,947

3.7

$

12.60

2,889,684

$ 25.96
$

7.71

The outstanding stock options have expiry dates ranging from December, 2002 to October, 2009.
(f)

Per share amounts
Basic and diluted earnings per share and cash flow from operations per share have been computed using the weighted average
number of Class A and Class B shares outstanding during the year. Diluted earnings per share and cash flow from operations per
share have been computed on the basis that all of the stock options had been exercised at the beginning of the year.

8.
Agreements with mutual funds
The Corporation acts as manager for the AGF Funds and receives management and advisory fees from the AGF Funds in accordance
with the respective agreements between the funds and the Corporation. In return, the Corporation is responsible for management and
investment advisory services and all costs connected with the distribution of securities of the funds. Substantially all the management
and advisory fees the Corporation earned in 2002 and 2001 were from the AGF Funds. As at November 30, 2002, the Corporation had
$23,488,000 (2001 – $24,807,000) receivable from the AGF Funds. The Corporation also acts as trustee for the AGF Funds that are
mutual fund trusts.
The Corporation directly provides unitholder services to the funds and is compensated for such services. These services are provided in the normal course of operations and are recorded at the amount of consideration agreed to by the parties. The aggregate unitholder services costs absorbed and management and advisory fees waived by the Corporation during the year were approximately
$4,015,000 (2001 - $3,014,000).
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9.
Income taxes
(a) The Corporation’s effective income tax rate is comprised as follows:

Years ended November 30

2002

Canadian corporate tax rate

38.8%

Change in future federal and provincial income tax rates

(1.4)

2001
42.0%
(53.3)

Deductible charitable donations(1)

(5.7)

Rate differential on earnings of subsidiaries

(5.0)

(5.7)

–

Amortization of management contracts and goodwill

(2.7)

5.2

Amortization of customer contracts and relationships

1.9

0.2

Tax-exempt investment income and write-down of short-term investments

0.1

0.7

Other

0.7

0.9

26.7%

(10.0)%

Effective income tax rate

(1)

DURING THE YEAR, THE CORPORATION ACQUIRED ACCESS TO DEDUCTIBLE CHARITABLE DONATIONS GENERATING NET TAX BENEFITS OF $9.3 MILLION.
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(b) Significant components of the provision for income tax expense attributable to continuing operations are as follows:
$(000’S)

Years ended November 30

2002

2001

Future income taxes (benefits)
Change in temporary differences

$

Tax rate changes
Future income taxes (benefits)

(13,516)

$

4,466
$

(9,050)

25,521
(73,356)

$

(47,835)

(c) The tax effects of temporary differences which gave rise to future tax liabilities and assets are as follows:
$(000’S)

November 30

2002

2001

Future tax asset (liability)
Deferred sales commissions

$

Deferred revenue

(142,761)

$

1,872

Undepreciated capital cost in excess (less than) carrying values

1,879

(2,817)

Loss carryforwards
Ontario corporate minimum tax

(146,396)
492

2,558

903

222

7,203

Integration costs

1,620

–

Share issue costs

1,211

1,618

Goodwill and management contracts
Other
Future income tax liability

$

(134,055)

(130,382)

(47)

(2,151)

(272,197)

$

(266,834)

(d) As at November 30, 2002, certain subsidiaries of the Corporation have accumulated aggregate income tax losses of approximately
$16.7 million (2001 - $7.1 million) that may be used to reduce taxable income in the future. These tax loss carry-forwards expire
as follows:

$6.5 million
$10.2 million

2007 to 2009
no expiry date

The potential tax benefits of $10.2 million of these losses have not been recognized in the consolidated financial statements.

10.
Property, equipment and other intangible assets

November 30, 2002

Cost

Accumulated amortization

Net

Property and equipment
Furniture and equipment

$

19,630

$

9,729

$

9,901

Leasehold improvements

14,492

7,416

7,076

Computer hardware

44,846

27,008

17,838

Total property and equipment

78,968

44,153

34,815

55
Computer software

34,365

17,371

6,955

4,914

2,041

41,320

22,285

19,035

$ 120,288

$ 66,438

$ 53,850

Cost

Accumulated amortization

Net

Television production and program rights
Total other intangible assets

November 30, 2001

16,994

Property and equipment
Furniture and equipment

$

14,060

$

7,816

$

6,244

Leasehold improvements

11,560

5,900

5,660

Computer hardware

36,704

19,599

17,105

Total property and equipment

62,324

33,315

29,009

17,167

11,409

5,758

5,200

2,350

2,850

22,367

13,759

8,608

84,691

$ 47,074

$ 37,617

Other intangible assets
Computer software
Television production and program rights
Total other intangible assets
$

AGF Management Limited

Other intangible assets

N O T E S T O 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

11.
Commitments
The Corporation is committed under operating leases for office premises and equipment (excluding amounts provided for in the financial
statements) which require approximate minimum rental payments as follows:

$(000’s)
2003

$

6,546

2004

8,468

2005

7,019

2006

6,056

2007
Thereafter

5,961
37,516

12.
Limited partnership financings
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Selling commissions paid on certain sales of mutual fund securities of the AGF Funds made on the DSC basis (“DSC securities”) have
been financed by limited partnerships held by third-party investors. Up to November 30, 2002, such limited partnerships have financed
selling commissions of approximately $440 million in respect of such DSC securities. The Corporation is obligated to pay the relevant
limited partnership an annual fee of 0.47% to 0.90% of the net asset value of DSC securities. The limited partnerships also receive any
deferred sales charges resulting from the redemption of such securities. These obligations continue as long as such DSC securities
remain outstanding except for certain of the limited partnerships, in which case the obligation terminates at various dates from
December 31, 2006, to December 31, 2020. For certain limited partnerships the obligation is secured by the Corporation’s mutual fund
management contracts to the extent of the particular obligation.
During 1998, 1999, and 2000, 11 of the AGF and 20/20 limited partnerships amalgamated to form AGF Master Limited Partnership.
The amalgamations did not change the Corporation’s obligations in respect of the relevant DSC securities in any material respect.
The Corporation is responsible for the management and administration of the limited partnerships. These services are provided in
the normal course of operations and are recorded at the amount of consideration agreed to by the parties. The amount of fees received
in 2002 was $585,000 (2001 - $592,000). As at November 30, 2002, the net asset value of DSC securities financed by the limited
partnerships was $3.1 billion (2001 - $4.2 billion).

13.
Other deferred selling commission financing
During 1998 Global Strategy Financial Inc. entered into an agreement with Putnam, Lovell, de Guardiola &Thornton Inc. (“PLGT”) where
PLGT would finance sales commissions paid on the sale of Global Strategy mutual funds sold on a DSC basis from July 1, 1998, to
December 31, 1999. The agreement was amended on March 28, 2000, extending the funding period to March 31, 2001. PLGT
financed sales commissions of approximately $54.1 million in respect of such distributed mutual funds for the period from July 1, 1998,
to November 30, 2000. PLGT receives a direct annual share of the management fee revenue on distributed mutual funds that remain
outstanding and whose sales were originally financed by them. Such payments are accounted for as distribution fees in accordance with
note 1 – Revenue recognition. PLGT is also entitled to deferred sales charge revenue payable by the unitholder on the redemption of
those distributed mutual funds. In addition, PLGT receives from the Corporation a share of the management fee revenue equal to the
deferred sales charge revenue that would otherwise be payable by the unitholder on free redemptions of those distributed mutual funds,
also accounted for as distribution fee payments.
On January 25, 2001, the agreement between Global Strategy Financial Inc. and PLGT was amended to provide for the termination,
effective October 31, 2000, of funding in connection with the program whereby PLGT financed sales commissions paid on the sale of
Global Strategy mutual funds sold on a DSC basis.
Also on January 25, 2001, the Corporation purchased for $7.3 million, PLGT’s title, interest and right to receive distribution fees and
deferred sales charges payable in respect of distributed mutual fund units of the Global Strategy funds sold during the period from April
1, 2000, to October 31, 2000, for which PLGT financed the sales commissions.

14.
Long-term debt
$(000’S)

November 30

2002

2001

Bank loans
$

Notes payable due November 22, 2004
Notes payable due April 30, 2013
Instalment payable due July 31, 2002
Loan notes due September 30, 2004

Less: amount included in current liabilities
$

106,200

$

141,600

123,800

18,800

9,938

14,906

25,140

30,059

–

8,527

286

485

265,364

214,377

40,369

48,896

224,995

$

165,481

(a) Bank loans
Fully amortizing term loan
The Corporation has arranged a fully amortizing five-year term loan with a Canadian chartered bank, which is repayable in equal
quarterly instalments over the period of 20 quarters following advance plus interest payable. The facility can be funded by direct
advances and/or bankers’ acceptances (“BAs”). At November 30, 2002, the Corporation has drawn the facility in the form of a
92-day BA at an effective interest rate of 3.25% per annum.
Revolving term loan
The Corporation has arranged a 10-year prime rate-based revolving term loan to a maximum of $175.0 million (reducing to a maximum of $150.0 million on June 30, 2003) with a Canadian chartered bank. Under the loan agreement, the Corporation is permitted
to avail the revolving term loan by direct advances and/or bankers’ acceptances. The revolving term loan is available at any time for
a period of 364 days from commencement of the loan (the “Commitment Period”). The expiration of the current Commitment Period
is June 30, 2003. However, the Corporation may request by April 15, 2003, and prior to April 15 in any calendar year thereafter, for
a recommencement of the 10-year term at the expiry of the then current Commitment Period. No repayment of the principal amount
outstanding pursuant to the revolving term loan is required during the first three years of the then applicable term. Thereafter, the
loan balance shall be repaid in minimum monthly instalments of at least one-eighty-fourth of the amount of principal outstanding.
As at November 30, 2002, the Corporation has drawn $123.8 million against the available loan amount in the form of
five to 91 day BAs at an effective interest rate of 3.19% per annum.
Security for the bank loans includes a specific claim over the management fees owing from the mutual funds (subject to the
existing claims of related limited partnerships) for which the Corporation acts as manager and, depending upon the amount of the
loan outstanding, an assignment of AGF’s investments in 20/20 Financial and AGF International Company Limited.
(b) Notes payable due November 22, 2004
Amortizing four-year notes payable relate to the acquisition of Global Strategy and are repayable in equal annual instalments of
$5.0 million. Interest is payable monthly based on the 30-day BA rate plus 0.40% per annum. The notes are secured by irrevocable
letters of credit from a Canadian chartered bank.
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(c) Notes payable due April 30, 2013
Proceeds from notes payable issued to Multi-Fund Income Trust (“Multi-Fund”) were used to pay sales commissions incurred on the
sale of units of the Global Strategy funds purchased on a contingent deferred sales charge basis from July 30, 1997, to June 30, 1998.
The notes payable bear interest at 5% per annum accrued daily and payable monthly. Monthly repayments of interest and
principal are required until the full principal amount of the notes is repaid or April 30, 2013, whichever comes first. Monthly repayments are determined based on a specified percentage (up to 0.47% per annum) of the net asset value of mutual fund assets
financed by Multi-Fund (“Distributed Securities”). Monthly repayments will also include all contingent deferred sales charges
received by the Corporation related to Distributed Securities.
Multi-Fund has no recourse to any other assets of the Corporation to satisfy any amount payable in respect of the notes.
(d) Loan notes due September 30, 2004
Loan Notes are payable in British pounds. Interest is payable semi-annually at an interest rate that is reset semi-annually based on LIBOR.

15.
Participation units
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Proceeds from participation units issued to Multi-Fund were used to pay sales commissions incurred on the sale of units of the Global
Strategy funds purchased on a contingent deferred sales charge basis from July 30, 1997, to June 30, 1998.
After the notes payable referred to in note 14(c) are repaid in full and prior to April 30, 2013, Multi-Fund will be entitled to up to
0.52% per annum of the net asset value of then outstanding Distributed Securities (together with all contingent deferred sales charges
relating to the Distributed Securities, if any) under the terms of the participation fee agreement.
The participation units have been accounted for as a deferred credit. If the notes payable are repaid in full prior to April 30, 2013,
the deferred credit will be amortized over the remaining period to that date. Otherwise, the entire amount will be recognized as revenue
on April 30, 2013.

16.
Interest rate swap and foreign exchange hedge transactions
The Corporation has entered into, for hedging purposes, three interest rate swap transactions (the “swap transactions”) with a Canadian
chartered bank. The swap transactions expire between October 28, 2007, and January 27, 2008. They involve the exchange of threemonth bankers’ acceptance floating interest rates for fixed interest rates of 5.47% to 5.56% per annum. As at November 30, 2002, the
aggregate notional amount of the swap transactions was $49.5 million (2001 - $59.1 million). The aggregate fair value of the swap
transactions, which represents the amount that would be paid by the Corporation if the transactions were terminated at November 30,
2002, was $2,036,000 (2001 - $2,431,000).
To hedge its currency exposure and to fix the interest rate on borrowings in connection with a Japanese yen-denominated investment,
the Corporation has entered into a cross-currency swap transaction which expires on November 29, 2004. It involves the exchange of
three-month bankers’ acceptance floating interest rates on a notional amount of CDN $3,293,000 for a fixed interest rate of 0.67% per
annum on a notional amount of JPY ¥256,000,000. The aggregate fair value of the cross-currency swap transaction, which represents the
amount that would be received by the Corporation if the transaction was terminated at November 30, 2002, was $11,000 (2001 - $21,000).
To hedge its currency exposure in connection with its investment in U.K.-based NCL (Securities) Limited, an associated company,
and a foreign denominated deposit (see note 20), the Corporation has entered into five foreign exchange forward contracts to sell U.K.
£44,545,000 on April 22, 2003, at an average exchange rate of 2.3609 for CDN $105,166,000. The fair value of the forward contracts at
November 30, 2002, have been recorded in a separate component of shareholders’ equity as a foreign currency translation adjustment.

To hedge its exposure to fluctuating interest rates, AGF Trust Company has entered into 25 interest rate swap transactions with two
Canadian chartered banks, as noted below. The swap transactions expire between March 1, 2003, and October 31, 2007, and involve the
exchange of the average one-month bankers’ acceptance rate to receive fixed interest rates, paid monthly. As at November 30, 2002, the
aggregate notional amount of the swap transactions was $262,000,000. The aggregate fair value of the swap transactions, which represents the
amount that would be received by AGF Trust Company if the transactions were terminated at November 30, 2002, was $1,747,000 (2001- nil).
$(000)’S

Notional Amount of Swap

Maturity Date

Fixed Interest Rate Received

$ 136,300

2003

2.70% - 3.90%

62,500

2004

3.16% - 4.41%

13,500

2005

3.49% - 4.17%

5,000

2006

4.57%

44,700

2007

4.07% - 5.11%

17.
Fair value of financial instruments
(a) Wealth Management Operations
$(000’S)

November 30, 2002

Short-term investments

$

Other investments

Estimated

Carrying

Estimated

value

fair value

value

fair value

19,884

$

78,806
$

November 30, 2001

Carrying

98,690

$

19,894

$ 22,021

78,380

8,811

98,274

$ 30,832

$

22,450
8,967

$

31,417

The estimated fair value of securities with an available trading market is based on their quoted market value. Investments that have no
trading market are valued based on management estimates using common valuation techniques.
Short-term investments include $18,615,000 (2001 - $18,763,000) in investments in various AGF Funds.
(b) Trust Company Operations
$(000’S)

November 30, 2002

Investments
Mortgages and consumer loans

Deposits

$

November 30, 2001

Carrying

Estimated

Carrying

Estimated

value

fair value

value

fair value

4,855

$

5,267

$

4,843

$

5,131

382,779

387,241

203,544

209,998

$ 387,634

$ 392,508

$ 208,387

$ 215,129

$ 469,068

$ 475,491

$ 218,446

$ 222,592
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The estimated fair value of securities with an available trading market is based on their quoted market value. The estimated fair value of
loans and deposits is determined by discounting the future cash flow at prevailing interest rates for loans and deposits with similar terms
and applicable credit risks.
As at November 30, 2002, the Corporation’s mortgage portfolio was comprised substantially of fixed rate residential mortgages, of
which $131.9 million is insured, with a weighted average term to maturity of 2.0 years and a weighted average yield of 7.00%. Consumer
loans have floating interest rates based on prime.
The carrying value of mortgages is net of an allowance for mortgage losses of $735,000 (2001 - $725,000). The carrying value of
the consumer loans is net of an allowance for loan losses of $1,473,000 (2001 - $60,000).
As at November 30, 2002, deposits were comprised substantially of guaranteed investment certificates with a weighted average term
to maturity of 1.8 years and a weighted average interest rate of 4.10%.
(c) Other financial assets and financial liabilities of the Wealth Management Operations and Trust Company Operations are recorded at
cost, which approximates fair value.

18.
Supplemental disclosure of cash flow information
Interest payments in 2002 were $23,399,000 (2001 - $25,149,000).
Income tax payments in 2002 were $51,473,000 (2001 - $34,029,000).
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19.
Integration costs
During the year ended November 30, 2002, AGF, through its wholly-owned subsidiary Unisen Inc., acquired The Toronto-Dominion
Bank’s third-party shareholder record-keeping and fund valuation business and Jewelstone Systems Inc.’s transfer agency system for the
investment fund industry (see notes 4 and 5). Also, during the year, a decision was made to commence migrating the transfer agency
functions for the AGF Funds to Unisen early in fiscal year 2003.
As a result, the Corporation commenced the process of consolidating the various third-party record-keeping and fund valuation businesses in one location and developing plans to move all its transfer agency operations onto one information technology platform. It is
anticipated that the integration will be completed by November 30, 2004. The Corporation’s integration charge of $6.5 million in respect
of this process includes $3.8 million relating to the writedown of certain leasehold improvement and computer hardware assets and $1.3
million in lease termination and other costs, in addition to $1.4 million in costs incurred during the year ended November 30, 2002 on
integration of The Toronto-Dominion Bank’s third-party administration business.

20.
Subsequent event
On December 2, 2002, the merger of NCL (Securities) Limited and Smith & Williamson Holdings Limited and the cash subscription by
the Corporation of $70.0 million of new capital in the enlarged business were completed. Prior to the merger and subscription, the
Corporation owned 43.5% of NCL. Following the subscription, the Corporation held a 30.0% interest in the newly merged company
which provides independent private client investment management, financial advisory and accounting services in the U.K. The
$70.0 million capital subscription was recorded as a deposit in other investments as at November 30, 2002.

AGF Trust Company Balance Sheets
(IN THOUSANDS OF DOLLARS)

December 31

2002

2001

ASSETS
Cash and short-term investments

$

Securities
Mortgages receivable
Consumer loans receivable

121,114

$

50,176

4,183

4,855

205,576

181,609

68,965

29,112

113,640

4,618

Accrued interest receivable

2,420

1,132

Accounts receivable

1,701

1,248

RSP loans receivable

Income taxes recoverable
Deferred charges
Other assets
TOTAL ASSETS

438

844

2,116

1,386

2,353
$

1,558

522,506

$

3,338

$

276,538

LIABILITIES
Deposits
$

Guaranteed investment certificates

Accounts payable and accrued liabilities
Future income taxes
Deferred income

3,855

4,129

18,355

467,491

221,191

474,958

243,401

11,395

6,512

379

331

62

75

486,794

250,319

Capital stock

25,358

17,360

Retained earnings

10,354

8,859

35,712

26,219

SHAREHOLDER’S EQUITY

TOTAL LIABILITIES AND SHAREHOLDER’S EQUITY

$

522,506

$

276,538
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Consolidated Ten-year Review
2002

2001

2000

1999

Total revenue

654,103

639,994

508,681

356,703

Net income

119,839

163,754

95,931

61,710

22,967

19,577

14,092

11,642

Operations ($000)

Dividends
Financial Position ($000)
Working capital (deficit)

(86,692)

55,348

Long-term debt

224,995

165,481

278,051

72,048

Shareholders’ equity

887,566

764,707

480,091

284,244

Return on equity1

95,287

(9,950)

14.5%

26.3%

25.1%

23.8%

0.80

Per Share ($)
Net income – basic
Dividends
Book value

1.34

1.84

1.23

0.255

0.22

0.18

0.15

9.74

8.56

5.78

3.64

23,549

27,827

26,979

18,705

Mutual fund assets under management
at year end ($000,000)2

1

FOR 1998-2002, NET INCOME AS PERCENTAGE OF AVERAGE SHAREHOLDERS’ EQUITY FOR THE YEAR.
FOR 1993-1997, NET INCOME AS PERCENTAGE OF SHAREHOLDERS’ EQUITY AT END OF YEAR.

2

HARMONY POOLS INCLUDED FOR 2001 AND 2002.

1998

1997

1996

1995

1994

1993

288,822

236,759

178,993

87,628

79,938

58,475

48,777

40,489

22,403

16,896

15,898

9,905

9,970

6,491

6,272

6,159

3,916

3,395

40,186

30,903

5,476

84,638

67,455

74,219

81,422

38,000

60,000

72,950

72,950

72,950

233,383

192,173

115,565

62,366

52,164

39,976

22.9%

21.1%

19.4%

27.1%

30.5%

24.8%

0.64

0.55

0.37

0.34

0.33

0.21

0.13

0.09

0.10

0.13

0.08

0.07

3.03

2.53

1.85

1.26

1.06

0.82

15,015

12,429

10,075

4,471

4,076

3,636
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Founded in 1957, AGF is one of Canada’s largest and
most innovative investment management companies. To
meet the needs of more than 35,000 investment advisors
and one million investors, AGF offers a full range of
products and services along the wealth continuum,
including more than 60 mutual funds, Harmony wrap
program and AGF Private Investment Management.
Today our total assets exceed $27 billion.
To fulfill our vision to be a global company with a
Canadian home, AGF continues to expand its global
presence by building new markets in the U.K.,
Japan, China and Singapore.
AGF Management Ltd. is an independent Canadianowned company listed on the Toronto Stock
Exchange (AGF.B)
For a closer look, visit us at agf.com
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