
 

 

This short form prospectus constitutes a public offering of these securities only in those jurisdictions where they may be lawfully offered for sale and 

therein only by persons permitted to sell such securities. 

No securities regulatory authority has expressed an opinion about these securities and it is an offence to claim otherwise. 

These securities have not been, and will not be, registered under the United States Securities Act of 1933, as amended (the “U.S. Securities Act”), or the 

securities laws of any state of the United States (as such term is defined in Regulation S under the U.S. Securities Act) (the “United States”) and may not 

be offered, sold or delivered, directly or indirectly, in the United States except as permitted by the Underwriting Agreement (as defined below) and 
pursuant to an exemption from registration under the U.S. Securities Act and applicable U.S. state securities laws. This short form prospectus does not 

constitute an offer to sell or a solicitation of an offer to buy any of these securities in the United States. See “Plan of Distribution”. 

Information has been incorporated by reference in this short form prospectus from documents filed with securities commissions or similar authorities 

in Canada. Copies of the documents incorporated herein by reference may be obtained on request without charge from the Corporate Secretary of 
Automotive Properties Real Estate Investment Trust, at 133 King Street East, Suite 300, Toronto, Ontario, Canada, M5C 1G6 (telephone: (647) 789-

2440), and are also available electronically at www.sedar.com.  

SHORT FORM PROSPECTUS 

New Issue  June 24, 2019 

 

AUTOMOTIVE PROPERTIES REAL ESTATE INVESTMENT TRUST 

$73,150,000 

7,000,000 Units 

This short form prospectus (this “Prospectus”) qualifies the distribution to the public (the “Offering”) of 7,000,000 units 

(the “Offered Units”) of Automotive Properties Real Estate Investment Trust (the “REIT”) at a price of $10.45 per 

Offered Unit (the “Offering Price”). The REIT is an unincorporated, open-ended real estate investment trust established 

pursuant to an amended and restated declaration of trust dated as of July 22, 2015 under, and governed by, the laws of the 

Province of Ontario (the “Declaration of Trust”). The REIT was formed on June 1, 2015 to own primarily income-

producing automotive dealership properties located in Canada. 

The outstanding units of the REIT (the “Units”) are listed and posted for trading on the Toronto Stock Exchange (the 

“TSX”) under the symbol “APR.UN”. On June 11, 2019, the last trading day prior to the public announcement of the 

Offering, the closing price of the Units on the TSX was $10.79 per Unit. On June 21, 2019, the last trading day prior to the 

date of this Prospectus, the closing price of the Units on the TSX was $10.41 per Unit. 

The TSX has conditionally approved the listing of the Offered Units on the TSX. Listing is subject to the REIT fulfilling all 

of the listing requirements of the TSX on or before September 13, 2019. 

  

Price: $10.45 per Offered Unit 

  Price to the 

Public 

 Underwriters’ 

Fee(1) 

 Net Proceeds  

to the REIT(2) 

Per Offered Unit ..........................................................................   $10.45  $0.418  $10.032 

Total Offering(3) ...........................................................................   $73,150,000  $2,926,000  $70,224,000 

____________ 

Notes: 

(1) Upon closing of the Offering, the REIT will pay the Underwriters a cash commission equal to 4.0% of the gross proceeds of the Offering (the 

“Underwriters’ Fee”). See “Plan of Distribution”. 
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(2) Before deducting the expenses of the Offering, estimated to be $485,000 which, together with the Underwriters’ Fee, will be paid from the 

proceeds of the Offering. 

(3) The REIT has granted to the Underwriters (as defined below) an option (the “Over-Allotment Option”), exercisable in whole or in part at any 

one time up to 30 days after closing of the Offering, to purchase up to an additional 1,050,000 Units on the same terms as set forth above, 
solely to cover the Underwriters’ over-allocation position, if any, and for market stabilization purposes. If the Over-Allotment Option is 

exercised in full, the total “Price to the Public”, “Underwriters’ Fee” and “Net Proceeds to the REIT”, before deducting the expenses of the 

Offering, will be $84,122,500, $3,364,900 and $80,757,600, respectively. This Prospectus also qualifies the grant of the Over-Allotment 
Option and the Units issuable upon the exercise of the Over-Allotment Option. A purchaser who acquires Units forming part of the 

Underwriters’ over-allocation position acquires those Units under this Prospectus, regardless of whether the over-allocation position is 

ultimately filled through the exercise of the Over-Allotment Option or secondary market purchases. See “Plan of Distribution”. 

The following table sets out the number of Units that may be issued to the Underwriters pursuant to the Over-Allotment 

Option. 

Underwriters’ Position 

Maximum Size or Number 

of Securities Available Exercise Period Exercise Price 

Over-Allotment Option Option to acquire up to 

1,050,000 Units 

Exercisable at any one time 

up to 30 days after closing of 

the Offering 

$10.45 per Unit 

TD Securities Inc. and BMO Nesbitt Burns Inc. (together, the “Joint Bookrunners”) and Scotia Capital Inc., Canaccord 

Genuity Corp., CIBC World Markets Inc., RBC Dominion Securities Inc., National Bank Financial Inc., Raymond James 

Ltd., Desjardins Securities Inc. and Industrial Alliance Securities Inc. (collectively with the Joint Bookrunners, the 

“Underwriters”) have severally agreed to purchase the Offered Units from the REIT at a price of $10.45 per Offered Unit, 

subject to the terms and conditions of the underwriting agreement described under “Plan of Distribution”. The Offering 

Price was determined by negotiation between the REIT and the Underwriters. 

The Underwriters, as principals, conditionally offer the Offered Units, subject to prior sale, if, as and when issued by the 

REIT and accepted by the Underwriters in accordance with the conditions contained in the underwriting agreement 

described under “Plan of Distribution” and subject to the approval of certain legal matters on behalf of the REIT by Torys 

LLP and on behalf of the Underwriters by Blake, Cassels & Graydon LLP. 

The REIT has been advised by the Underwriters that, in connection with the Offering, the Underwriters may over-allot or 

effect transactions that stabilize or maintain the market price of the Units at levels other than those which otherwise might 

prevail on the open market. Such transactions, if commenced, may be discontinued at any time. The Underwriters may 

offer the Offered Units to the public at a price lower than that stated above. See “Plan of Distribution”. 

Subscriptions will be received subject to rejection or allocation in whole or in part and the Underwriters reserve the right to 

close the subscription books at any time without notice. Closing of the Offering is expected to occur on June 28, 2019 or 

such other date as the REIT and the Underwriters may agree (the “Closing Date”). Registrations and transfers of the 

Offered Units will be effected electronically through the non-certificated inventory (“NCI”) system administered by CDS 

Clearing and Depository Services Inc. (“CDS”). Beneficial owners of Offered Units will not, except in certain limited 

circumstances, be entitled to receive physical certificates evidencing their ownership of Offered Units. See “Plan of 

Distribution”. 

An investment in the Offered Units is subject to certain risks that should be considered by prospective purchasers. See 

“Risk Factors”. 

TD Securities Inc., BMO Nesbitt Burns Inc., Scotia Capital Inc., RBC Dominion Securities Inc. and National Bank 

Financial Inc. are affiliates of Canadian chartered banks that are lenders to the REIT under certain revolving and 

non-revolving credit facilities and mortgages. Consequently, the REIT may be considered a “connected issuer” of 

each of TD Securities Inc., BMO Nesbitt Burns Inc., Scotia Capital Inc., RBC Dominion Securities Inc. and National 

Bank Financial Inc. under applicable Canadian securities laws. See “Plan of Distribution”. 

The principal, registered and head office of the REIT is located at 133 King Street East, Suite 300, Toronto, Ontario, 

Canada, M5C 1G6.
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MEANING OF CERTAIN REFERENCES 

Unless the context otherwise requires or as otherwise provided in this Prospectus or in a document incorporated by 

reference herein, all references to the “REIT” in this Prospectus refer to Automotive Properties Real Estate Investment 

Trust and its subsidiaries, including Automotive Properties Limited Partnership (the “Partnership”), on a consolidated 

basis. 

References to “management” in this Prospectus means the persons acting in the capacities of the REIT’s President 

and Chief Executive Officer, Chief Financial Officer and Corporate Secretary and other persons who are acting in the 

capacities of the REIT’s officers whether pursuant to the administration agreement among the REIT, the Partnership, 

Dilawri (as defined below) and a subsidiary of Dilawri dated July 22, 2015 (the “Administration Agreement”) or 

otherwise. Any statements in this Prospectus made by or on behalf of management are made in such persons’ capacities as 

officers of the REIT and not in their personal capacities. 

All references to dollars or “$” are to Canadian dollars. 

FORWARD-LOOKING STATEMENTS 

Certain statements contained in this Prospectus and the documents incorporated by reference herein constitute 

forward-looking information within the meaning of securities laws. Forward-looking information may relate to the REIT’s 

future outlook and anticipated events or results and may include statements regarding the financial position, business 

strategy, budgets, litigation, projected costs, capital expenditures, financial results, taxes, plans and objectives of or 

involving the REIT. Particularly, statements regarding future results, performance, achievements, prospects or opportunities 

for the REIT or the real estate or automotive dealership industry are forward-looking statements. In some cases, forward-

looking information can be identified by terms such as “may”, “might”, “will”, “could”, “should”, “would”, “occur”, 

“expect”, “plan”, “anticipate”, “believe”, “intend”, “estimate”, “predict”, “potential”, “continue”, “likely”, “schedule”, 

“objectives”, or the negative thereof or other similar expressions concerning matters that are not historical facts. Some of 

the specific forward-looking statements in this Prospectus and in the documents incorporated by reference herein include, 

but are not limited to, statements with respect to the following: 

• the REIT’s relationship with 893353 Alberta Inc. (“Dilawri”) and certain other related parties and entities (the 

“Dilawri Group”), Dilawri’s shareholders and certain other related persons and entities (collectively, the 

“Dilawri Organization”) including in respect of (i) the Dilawri Organization’s retained interest in the REIT and 

its current intention with respect thereto; (ii) the services to be provided to the REIT (whether directly or 

indirectly) by Dilawri pursuant to the Administration Agreement; and (iii) expected transactions to be entered 

into between Dilawri and the REIT (including pursuant to the strategic alliance agreement between the REIT and 

Dilawri dated July 22, 2015 (the “Strategic Alliance Agreement”)); 

• the REIT’s intention with respect to, and ability to execute, its external and internal growth strategies; 

• the maintenance by the REIT of a strong balance sheet and prudent financial management and the associated 

minimization of financial risk; 

• the REIT’s capital expenditure requirements and capital expenditures to be made by the REIT and the Dilawri 

Group; 

• the REIT representing a unique alternative for automotive dealership operators considering a sale or 

recapitalization of their business; 

• information relating to the Acquisitions (as defined below), including the expected accretion to the REIT’s run-

rate AFFO (as defined below) per unit on a leverage-neutral basis, the anticipated timing of completion and the 

method of financing related thereto, as more particularly described in “Recent Developments”; 

• the intended use by the REIT of the net proceeds of the Offering as described under “Use of Proceeds”; 

• the listing on the TSX of the Offered Units; 

• the REIT’s distribution policy and the distributions to be paid to holders of Units (“Unitholders”); 

• the distributions to be paid to holders of Partnership units;  
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• the REIT’s debt strategy; 

• the REIT’s access to available sources of debt and/or equity financing; 

• the expected tax treatment of the REIT and its distributions to Unitholders; 

• potential trade tariff policies and their impact on future retail automotive sales; 

• the REIT’s ability to meet its stated objectives;  

• the REIT’s ability to expand its asset base and make accretive acquisitions; 

• the ability of the REIT to qualify as a “mutual fund trust” and as a “real estate investment trust”, each as defined 

in the Income Tax Act (Canada) (the “Tax Act”); 

• the reduction in the scope of services to be provided to the REIT under the Administration Agreement and the 

transition by the REIT to directly employing its senior management; and 

• the REIT’s ability to consolidate automotive dealership properties. 

The REIT has based these forward-looking statements on factors and assumptions about future events and 

financial trends that it believes may affect its financial condition, results of operations, business strategy and financial 

needs, including that the Canadian economy will remain stable over the next 12 months, that inflation will remain relatively 

low, that interest rates will remain stable, that tax laws will remain unchanged, that conditions within the automotive 

dealership real estate industry and the automotive dealership industry generally, including competition for acquisitions, will 

be consistent with the current climate, that the Canadian capital markets will provide the REIT with access to equity and/or 

debt at reasonable rates when required and that the Dilawri Organization will continue its involvement with the REIT. 

Although the forward-looking statements contained in this Prospectus and in the documents incorporated by 

reference herein are based upon assumptions that management believes are reasonable based on information currently 

available to management, there can be no assurance that actual results will be consistent with these forward-looking 

statements. Forward-looking statements necessarily involve known and unknown risks and uncertainties, many of which 

are beyond the REIT’s control, that may cause the REIT’s or the industry’s actual results, performance, achievements, 

prospects and opportunities in future periods to differ materially from those expressed or implied by such forward-looking 

statements. These risks and uncertainties include, among other things, the factors contained in the REIT’s filings with 

securities regulators, including the REIT’s current annual information form and management’s discussion and analysis. 

When relying on forward-looking statements to make decisions, the REIT cautions readers not to place undue 

reliance on these statements, as forward-looking statements involve significant risks and uncertainties and should not be 

read as guarantees of future performance or results and will not necessarily be accurate indications of whether or not, and at 

which times, such performance or results will be achieved. The forward-looking statements made in this Prospectus and in 

the documents incorporated by reference herein relate only to events or information as of the date on which the statements 

are made in this Prospectus or the respective date of the applicable document incorporated by reference herein. Except as 

required by law, the REIT undertakes no obligation to update or revise publicly any forward-looking statements, whether as 

a result of new information, future events or otherwise, after the date on which the statements are made or to reflect the 

occurrence of unanticipated events. 

DOCUMENTS INCORPORATED BY REFERENCE 

The following documents filed with the securities commission or similar authority in each of the provinces of 

Canada are specifically incorporated by reference into, and form an integral part of, this Prospectus: 

(a) the REIT’s annual information form for the period ended December 31, 2018 dated March 21, 2019; 

(b) the REIT’s management information circular dated May 1, 2019 in connection with the annual and 

special meeting of Unitholders held on June 12, 2019; 

(c) the audited consolidated financial statements of the REIT and the notes thereto for the period ended 

December 31, 2018, together with the report of the independent auditors thereon; 
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(d) management’s discussion and analysis for the audited consolidated financial statements referred to in 

paragraph (c) above;  

(e) the unaudited condensed consolidated interim financial statements of the REIT and the notes thereto for 

the three-month period ended March 31, 2019; 

(f) management’s discussion and analysis for the unaudited condensed consolidated interim financial 

statements referred to in paragraph (e) above;  

(g) the annual comparative financial statements of the tenants of the 26 properties acquired by the REIT in 

conjunction with its initial public offering (the “Carve-out Group”) prepared by Dilawri for the years 

ended December 31, 2018 (audited) and 2017 (audited), together with the notes thereto and the report of 

the independent auditors thereon;  

(h) management’s discussion and analysis prepared by Dilawri for the annual financial statements referred to 

in paragraph (g) above;  

(i) the amended unaudited interim condensed financial statements of the Carve-out Group and the notes 

thereto for the three-month period ended March 31, 2019;  

(j) management’s discussion and analysis prepared by Dilawri for the interim financial statements referred to 

in paragraph (i) above;  

(k) the REIT’s material change report dated June 17, 2019 relating to the Offering; and 

(l) the template version of the term sheet for the Offering dated June 12, 2019 (the “Marketing Materials”). 

Any statement contained in this Prospectus or in a document incorporated or deemed to be incorporated by 

reference herein will be deemed to be modified or superseded for the purposes of this Prospectus to the extent that a 

statement contained herein, or in any other subsequently filed document which also is or is deemed to be 

incorporated by reference herein, modifies or supersedes that prior statement. The modifying or superseding 

statement need not state that it has modified or superseded a prior statement or included any other information set 

out in the document that it modifies or supersedes. Any statement so modified or superseded will not be deemed, 

except as so modified or superseded, to constitute a part of this Prospectus. The making of a modifying or 

superseding statement will not be deemed an admission for any purposes that the modified or superseded statement, 

when made, constituted a misrepresentation, an untrue statement of a material fact or an omission to state a 

material fact that is required to be stated or that is necessary to make a statement not misleading in light of the 

circumstances in which it was made.  

Any documents of the type described in Section 11.1 of Form 44-101F1 — Short Form Prospectus filed by the 

REIT with the various securities commissions or similar authorities in Canada pursuant to the requirements of applicable 

securities legislation after the date of this Prospectus and prior to the termination of this distribution are deemed to be 

incorporated by reference in this Prospectus. 

The annual and interim condensed financial statements and related management’s discussion and analysis in 

respect of the Carve-out Group, incorporated by reference herein, were prepared and filed by Dilawri pursuant to its 

undertaking to the applicable securities regulatory authorities provided at the time of the initial public offering of Units by 

the REIT. These financial statements and related management’s discussion and analysis have been prepared by, and are 

solely the responsibility of Dilawri and not of the REIT, the REIT’s management, the REIT’s trustees (the “Trustees”) nor 

the Underwriters. Although the REIT has no reason to believe that the annual and interim condensed financial statements 

and related management’s discussion and analysis in respect of the Carve-out Group incorporated by reference herein 

contain a misrepresentation, Dilawri is a private company that is independent of, and operates entirely independently from, 

the REIT and, consequently, neither the REIT, its management, its Trustees (in their capacities as such) nor the 

Underwriters have been involved in the preparation of the annual or interim condensed financial statements and related 

management’s discussion and analysis in respect of the Carve-out Group, nor has the REIT approved such financial 



 

7 

statements or related management’s discussion and analysis. Readers are cautioned, therefore, not to place undue reliance 

on that financial information. For the avoidance of doubt, nothing stated in this paragraph operates to relieve the REIT or 

the Underwriters from liability for any misrepresentation contained in this Prospectus under applicable securities laws. 

NON-IFRS MEASURES 

This Prospectus contains certain financial measures which are not defined under International Financial Reporting 

Standards as issued by the International Accounting Standards Board (“IFRS”) and may not be comparable to similar 

measures presented by other real estate investment trusts or enterprises. Funds from operations (“FFO”) and adjusted funds 

from operation (“AFFO”) are key measures of performance used by the REIT’s management and real estate businesses. 

Debt to gross book value is a measure of financial position defined by the REIT’s Declaration of Trust and refers to the 

ratio of the REIT’s consolidated indebtedness to gross book value of the REIT’s assets at a particular time. These measures, 

as well as any associated “per Unit” amounts, are not defined by IFRS and do not have standardized meanings prescribed 

by IFRS, and therefore should not be construed as alternatives to net income or cash flow from operating activities 

calculated in accordance with IFRS.  

The REIT believes that AFFO is an important measure of economic earnings performance and is indicative of the 

REIT’s ability to pay distributions from earnings, while FFO is an important measure of operating performance of real 

estate businesses and properties. The IFRS measurement most directly comparable to FFO and AFFO is net income. See 

the REIT’s management’s discussion and analysis for the three-month period ended March 31, 2019 for further discussion 

of these non-IFRS financial measures and for a reconciliation of FFO and AFFO to net income. 

“FFO” is a non-IFRS financial measure of operating performance widely used by the real estate industry, 

particularly by those publicly traded entities that own and operate income-producing properties. FFO should not be 

considered as an alternative to net income or cash flows provided by operating activities determined in accordance with 

IFRS. The REIT calculates FFO in accordance with the Real Property Association of Canada’s White Paper on Funds from 

Operations & Adjusted Funds from Operations for IFRS issued in February 2019. FFO is calculated as net income in 

accordance with IFRS, adjusted by removing the impact of: (i) fair value adjustments on investment properties; (ii) other 

fair value adjustments including fair value adjustments on redeemable or exchangeable units; (iii) gains and losses on the 

sale of investment properties; (iv) amortization of tenant incentives; (v) distributions on redeemable or exchangeable units 

treated as interest expense; and (vi) operational revenue and expenses from the right-of-use assets for the first quarter of 

2019 (“Q1 2019”). 

“AFFO” is a non-IFRS measure of economic earnings operating performance widely used in the real estate 

industry to assess an entity’s distribution capacity from earnings. The REIT calculates AFFO in accordance with the Real 

Property Association of Canada’s White Paper on Funds from Operations & Adjusted Funds from Operations for IFRS 

issued in February 2019. AFFO is calculated as FFO subject to certain adjustments, to remove the impact of: (i) any 

adjustments resulting from recognizing property rental revenues or expenses (including ground lease rental payments for 

Q1 2019) on a straight-line basis; and (ii) capital expenditures. In Q1 2019, the REIT adopted a capital expenditure reserve 

of 0.5% of base rent in the AFFO calculation. To date, the REIT has not incurred capital expenditure costs. The capital 

expenditure reserve is based on management’s best estimate of cost that the REIT may incur, related to the 

sustaining/maintaining of the existing leased area. 

MARKETING MATERIALS 

The Marketing Materials are not part of this Prospectus to the extent that the contents of the Marketing Materials 

have been modified or superseded by a statement contained in this Prospectus or any amendment. Any “template version” 

of “marketing materials” (each as defined in National Instrument 41-101 — General Prospectus Requirements) filed with 

the securities commission or similar authority in each of the provinces of Canada in connection with this Offering after the 

date hereof but prior to the termination of the distribution of the Offered Units under this Prospectus (including any 

amendments to, or an amended version of, the Marketing Materials) is deemed to be incorporated by reference herein. 
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ELIGIBILITY FOR INVESTMENT 

In the opinion of Torys LLP, counsel to the REIT, and Blake, Cassels & Graydon LLP, counsel to the 

Underwriters (together, “Counsel”), based on the current provisions of the Tax Act and the regulations thereunder (the 

“Regulations”), provided that the REIT qualifies as a “mutual fund trust” within the meaning of the Tax Act or the Units 

are listed on a “designated stock exchange” as defined in the Tax Act (which currently includes the TSX), the Units, if 

issued on the date hereof, would be qualified investments under the Tax Act for a trust governed by a registered retirement 

savings plan (“RRSP”), registered retirement income fund (“RRIF”), registered disability savings plan (“RDSP”), deferred 

profit sharing plan, tax-free savings account (“TFSA”) or registered education savings plan (“RESP”), each within the 

meaning of the Tax Act (collectively, “Exempt Plans”). 

Notwithstanding that the Units may be qualified investments for a trust governed by a TFSA, RDSP, RRSP, RRIF 

or RESP, the holder of a TFSA or RDSP, the annuitant under an RRSP or RRIF or the subscriber of an RESP (each, an 

“Annuitant”), as the case may be, will be subject to a penalty tax if the Units are held in such a trust and are a “prohibited 

investment” (as defined in subsection 207.01(1) of the Tax Act) for the TFSA, RDSP, RRSP, RRIF or RESP, as the case 

may be. A Unit will not be a prohibited investment unless the Annuitant (i) does not deal at arm’s length with the REIT for 

purposes of the Tax Act, or (ii) has a “significant interest” (within the meaning of subsection 207.01(4) of the Tax Act)  in 

the REIT. Generally, an Annuitant will have a significant interest in the REIT if the Annuitant either alone or together with 

persons or partnerships not dealing at arm’s length with the Annuitant for purposes of the Tax Act owns, directly or 

indirectly, 10% or more of the fair market value of all interests of beneficiaries in the REIT. In addition, a Unit that is 

“excluded property” (as defined in subsection 207.01(1) of the Tax Act) will not be a prohibited investment for a TFSA, 

RDSP, RRSP, RRIF or RESP. Prospective purchasers who intend to hold Units in a TFSA, RDSP, RRSP, RRIF or RESP 

should consult with their own tax advisors regarding the application of these rules having regard to their particular 

circumstances. 

“Subsidiary Notes” (being promissory notes of the Partnership) received in connection with an in specie 

redemption of Units by the REIT would not be qualified investments for an Exempt Plan, which may give rise to adverse 

tax consequences to the Exempt Plan or the annuitant, beneficiary, subscriber or holder thereof. Accordingly, each 

annuitant, beneficiary, holder or subscriber under or of an Exempt Plan that owns Units should consult with his or her own 

tax advisors before deciding to exercise the redemption rights attached to the Units. 

For purposes of this “Eligibility for Investment” section, a reference to the REIT is to Automotive Properties Real 

Estate Investment Trust only, and is not a reference to any subsidiary entity, including the Partnership. 

THE REIT 

The REIT is an unincorporated, open-ended real estate investment trust established pursuant to the Declaration of 

Trust. The principal, registered and head office of the REIT is located at 133 King Street East, Suite 300, Toronto, Ontario, 

Canada M5C 1G6. The REIT was formed on June 1, 2015 to own primarily income-producing automotive dealership 

properties located in Canada. 

The REIT owns a portfolio of 57 income-producing commercial properties representing more than two million 

square feet of gross leasable area, in metropolitan markets across British Columbia, Alberta, Saskatchewan, Manitoba, 

Ontario and Québec. Out of the 57 income-producing properties, 32 are exclusively occupied by the Dilawri Group for use 

as automotive dealerships or, in one case, an automotive repair facility, while two of the other 25 properties are jointly 

occupied by the Dilawri Group (for use as automotive dealerships) and one or more third parties (for use as automotive 

dealerships or complementary uses, including restaurants), and the remaining 23 properties are exclusively occupied by 

other dealership groups for use as automotive dealerships or for automotive dealership ancillary services, such as a vehicle 

service compound facility or a repair facility. 

The primary objectives of the REIT are to: (a) provide Unitholders with stable, predictable and growing monthly 

cash distributions on a tax-efficient basis; (b) enhance the value of the REIT’s assets in order to maximize long-term 

Unitholder value; and (c) expand the REIT’s asset base while also increasing the REIT’s AFFO per Unit, including through 

accretive acquisitions.  
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Further information regarding the REIT and its business is set out in the REIT’s current annual information form 

which is incorporated by reference herein. 

RECENT DEVELOPMENTS 

There have been no material developments in the business of the REIT since March 31, 2019, the date of the 

REIT’s unaudited condensed consolidated interim financial statements for the three-month period ended March 31, 2019, 

which have not been disclosed in this Prospectus or the documents incorporated by reference herein.  

Proposed Acquisition of the AutoCanada Properties  

On June 12, 2019, the REIT announced that it had entered into an agreement to purchase a portfolio of three 

automotive dealership properties from AutoCanada Inc. (TSX:ACQ) (“AutoCanada”) for a total purchase price of 

approximately $30.4 million, excluding closing costs (the “AutoCanada Acquisition”).  

The three properties comprising the AutoCanada Acquisition consist of: (i) the Abbotsford Volkswagen property 

(“Abbotsford VW”), located at 30150 / 30195 Automall Drive in Abbotsford, British Columbia; (ii) the Guelph Hyundai 

property (“Guelph Hyundai”), located at 765 Woodlawn Road West in Guelph, Ontario; and (iii) the Wellington Motors 

property (“Wellington Motors”), a Chrysler dealership located at 935 Woodlawn Road West in Guelph, Ontario. 

The Abbotsford VW property includes a 22,921 square foot, full-service Volkswagen dealership facility located at 

30150 Automall Drive that was expanded and underwent a major renovation in 2018, and adjoining land which is used as a 

vehicle compound facility at 30195 Automall Drive. The Abbotsford VW property occupies 3.44 acres of land within the 

Fraser Valley Auto Mall, with convenient access to the Trans-Canada Highway in an area of substantial commercial 

development, including multiple automotive dealerships.  

The Guelph Hyundai property includes a 28,007 square foot, full-service Hyundai dealership facility constructed 

in 2014 and renovated in 2018. The Guelph Hyundai property occupies 2.96 acres of land in Guelph, Ontario, with 

accessibility to major provincial highways. The Wellington Motors property includes a 40,793 square foot, full-service 

Chrysler (Dodge, Jeep, Ram, Fiat) dealership facility constructed in 2003, and occupies 3.9 acres of land located in Guelph, 

Ontario.  

The REIT has agreed to fund capital development expenses in respect of the Wellington Motors property up to a 

maximum of $2.5 million, expected to be undertaken by the end of the fourth quarter of 2021. 

Upon closing of the AutoCanada Acquisition, affiliates of AutoCanada will be the respective operating tenants of 

the Abbotsford VW, Guelph Hyundai and Wellington Motors dealerships, and each will enter into a 19-year, triple-net 

lease with the REIT. Each lease will include a contractual annual rent increase after the first year of the lease term, based on 

the applicable provincial Consumer Price Indices.  

AutoCanada Holdings Inc. will provide an indemnity to the REIT in respect of the lease obligations for the three 

dealership properties comprising the AutoCanada Acquisition. The AutoCanada Acquisition is expected to close prior to 

the closing of the Offering, subject to customary closing conditions. The REIT may close on some of the properties in 

advance of closing on the others if closing conditions are satisfied on some properties before conditions are satisfied on the 

others. 

The REIT intends to satisfy the purchase price in respect of the AutoCanada Acquisition through a portion of the 

net proceeds of the Offering. See “Use of Proceeds” and “Risk Factors”. If the AutoCanada Acquisition closes prior to 

closing of the Offering, the REIT will satisfy the purchase price through draws on its revolving credit facilities and through 

the expansion of one of its existing non-revolving credit facilities. 

Proposed Acquisition of the Audi Queensway Property 

On June 12, 2019, the REIT announced that it had entered into a non-binding letter of intent with the Dilawri 

Group to acquire from the Dilawri Group the Audi Queensway automotive dealership property (“Audi Queensway”) for a 
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total purchase price of approximately $36.5 million, excluding closing costs (the “Audi Queensway Acquisition” and, 

together with the AutoCanada Acquisition, the “Acquisitions”). The Audi Queensway Acquisition is being undertaken 

pursuant to the Strategic Alliance Agreement. 

Audi Queensway is a newly-constructed, 65,547 square foot Audi dealership facility located on 2.4 acres of land 

along an attractive commercial corridor in Toronto, Ontario. Audi Queensway, operated by the Dilawri Group, is expected 

to enter into an 18-year triple-net lease with the REIT on closing of the Audi Queensway Acquisition. The lease is expected 

to include a contractual 1.5% annual rent increase after the first year of the lease term and is expected to be indemnified by 

Dilawri.  

Subject to satisfactory completion of due diligence, entering into definitive transaction documents and satisfaction 

of customary closing conditions, the REIT expects to complete the Audi Queensway Acquisition in the third quarter of 

2019. The REIT intends to satisfy the purchase price in respect of the Audi Queensway Acquisition through a portion of the 

net proceeds of the Offering. See “Use of Proceeds” and “Risk Factors”. 

The Acquisitions are, collectively, expected to be accretive to the REIT’s run-rate AFFO per Unit on a leverage-

neutral basis. 

In addition to the Acquisitions, the REIT is in various stages of negotiations and due diligence in respect of other 

potential acquisitions, including under the Strategic Alliance Agreement. There can be no assurance that these negotiations 

will result in acquisitions or, if they do, what the final terms or timing of such acquisitions would be. The REIT expects to 

continue current negotiations and discussions and actively pursue other acquisition and investment opportunities. 

USE OF PROCEEDS 

The estimated net proceeds to the REIT from the Offering, after deducting the Underwriters’ Fee and the estimated 

expenses of the Offering, will be approximately $69.7 million (or approximately $80.3 million if the Over-Allotment 

Option is exercised in full). The REIT intends to use the net proceeds from the Offering to finance the purchase price of the 

Acquisitions as more particularly described under “Recent Developments” and the balance will be used for general business 

purposes, including the repayment of indebtedness. The credit facilities have been used by the REIT for general business 

purposes, including funding property acquisitions. In the event that the AutoCanada Acquisition closes prior to the closing 

of the Offering, the applicable net proceeds from the Offering will be used to repay indebtedness effectively incurred in 

connection with the funding thereof.  
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CONSOLIDATED CAPITALIZATION 

The following table sets forth the REIT’s historical and pro forma consolidated capitalization as at March 31, 

2019, both before and after giving effect to (i) the Offering (assuming no exercise of the Over-Allotment Option) and the 

expected use of proceeds of the Offering as discussed under “Use of Proceeds”, and (ii) the Acquisitions (and the financing 

thereof) (collectively, the “Adjustments”). 

 

As at March 31, 2019 

As at March 31, 2019, 

after giving effect to the 

Adjustments 

 Historical Pro Forma 

 
(in thousands of 

dollars) 

(in thousands of 

dollars) 

   

Unitholders’ Equity .........................................................................................................  230,211 299,950 

Class B LP Units .............................................................................................................  107,080 107,080 

Deferred Units and Income Deferred Units .....................................................................  1,740 1,740 

Indebtedness ....................................................................................................................    

   Credit Facilities and Mortgages payable (excluding deferred financing costs) ............  442,555 441,965 

Lease Liability .................................................................................................................  7,614 7,614 

   

Total Capitalization .........................................................................................................  789,200 858,349 

Assuming successful completion of the Offering and the other Adjustments, the REIT expects its pro forma debt 

to gross book value at March 31, 2019 to be approximately 51.7% (compared to approximately 56.3% at March 31, 2019). 

DETAILS OF THE OFFERING 

Description of the Units 

The following is a summary of the rights, privileges, restrictions and conditions of or attaching to the Units. For a 

full description of the terms and provisions, see the REIT’s Declaration of Trust, which is available electronically at 

www.sedar.com. 

The beneficial interest in the assets of the REIT is divided into Units. The aggregate number of Units which may 

be outstanding is unlimited and, as at June 21, 2019, there were 21,796,552 Units outstanding. Units represent a 

Unitholder’s proportionate undivided interest in the REIT. No Unit has any preference or priority over another. No 

Unitholder has or is deemed to have any right of ownership in any of the assets of the REIT.  

In addition to the Units, the REIT is authorized to issue an unlimited number of special voting units (“Special 

Voting Units”), which are only issued in tandem with Class B limited partnership units of the Partnership (“Class B LP 

Units”) and other securities exchangeable for Units of the REIT and are not transferable separately from the securities to 

which they relate and, upon any valid transfer of such securities, such Special Voting Units will automatically be 

transferred to the transferee of such securities. The Class B LP Units are exchangeable on a one-for-one basis (subject to 

certain anti-dilution adjustments) for Units at any time at the option of their holder, unless the exchange would jeopardize 

the REIT’s status as a “mutual fund trust” or “real estate investment trust” under the Tax Act or cause or create significant 

risk that the REIT would be subject to tax under paragraph 122(1)(b) of the Tax Act and subject to satisfaction of 

conditions set out therein. The Class B LP Units are, in all material respects, economically equivalent to the Units on a per 

unit basis, subject to certain anti-dilution adjustments. As Class B LP Units and other securities exchangeable for Units of 

the REIT are exchanged for Units or redeemed or purchased for cancellation by the Partnership, the corresponding Special 

Voting Units will be cancelled for no consideration. As of June 21, 2019, the Partnership has 9,933,253 Class B LP Units 

outstanding and the REIT, correspondingly, has 9,933,253 Special Voting Units outstanding, all of which are held by 

members of the Dilawri Group. 
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Each Unit confers the right to one vote at any meeting of voting unitholders of the REIT and to participate equally 

and rateably in distributions by the REIT, whether of net income, net realizable capital gains or other amounts and, on 

termination or winding-up of the REIT, in the net assets of the REIT remaining after satisfaction of all liabilities of the 

REIT. Units are issued in registered form (including global form), are fully paid and non-assessable when issued and are 

transferable. 

Each Special Voting Unit entitles the holder thereof to receive notice of, to attend, and to vote at, all meetings of 

voting unitholders or in respect of any resolution in writing of voting unitholders, with the number of votes being equal to 

the number of Units that may be obtained upon the exchange of the Class B LP Unit to which such Special Voting Unit is 

attached. Except for the right to attend and vote at meetings of voting unitholders or in respect of written resolutions of 

voting unitholders, Special Voting Units do not confer upon the holders thereof any other rights. A Special Voting Unit 

does not entitle its holder to any economic interest in the REIT, or to any interest or share in the REIT, any of its 

distributions (whether of net income, net realized capital gains or other amounts) or in any of its net assets in the event of 

the termination or winding-up of the REIT. 

The Declaration of Trust provides that the REIT will be precluded from accepting any subscription for, or issuing 

or registering any transfer of, Units if, as a result thereof, greater than 49% of the outstanding Units, on either a basic or 

fully-diluted basis, would become beneficially owned by (i) “non-residents”, (ii) partnerships that are not “Canadian 

partnerships”, or (iii) a combination of non-residents and such partnerships (all within the meaning of the Tax Act). The 

Declaration of Trust includes a mechanism to permit the REIT to require any person who is the holder or beneficial owner 

of Units held in contravention of this restriction to sell such Units. Upon any such sale, the Unitholder will lose any 

entitlement to the Units and the Unitholder’s only remaining right in respect thereof will be the right to receive the net 

proceeds of such sale, subject to the Unitholder’s right to receive payment of any distribution declared and not paid which 

may be owed to such Unitholder. 

Further information relating to the Units, the Special Voting Units and the Class B LP Units is set out in the 

REIT’s current annual information form which is incorporated by reference herein. 

PLAN OF DISTRIBUTION 

Pursuant to an underwriting agreement dated June 17, 2019 between the REIT and the Underwriters (the 

“Underwriting Agreement”), the REIT has agreed to sell and the Underwriters have severally agreed to purchase on June 

28, 2019, or such other date as the REIT and the Joint Bookrunners may agree, an aggregate of 7,000,000 Offered Units at a 

purchase price of $10.45 per Offered Unit, payable in cash to the REIT by the Underwriters against delivery of the Offered 

Units for aggregate gross proceeds of $73,150,000. The first cash distribution to which purchasers of Offered Units under 

the Offering will be entitled to participate will be for the month of July 2019, expected to have a record date of June 28, 

2019 and a payment date of on or about July 15, 2019. The Underwriters will receive an aggregate fee of $2,926,000 (or 

4.0% of the gross proceeds of the Offering). The Offering Price of the Offered Units was determined by negotiation 

between the REIT and the Underwriters. 

The REIT has granted to the Underwriters the Over-Allotment Option, which is exercisable in whole or in part and 

at any one time up to 30 days after the Closing Date, to purchase up to an additional 1,050,000 Units on the same terms as 

set forth above, solely to cover the Underwriters’ over-allocation position, if any, and for market stabilization purposes. 

This Prospectus also qualifies the grant of the Over-Allotment Option and the distribution of the Units to be delivered upon 

the exercise of the Over-Allotment Option. A purchaser who acquires Units forming part of the Underwriters’ over-

allocation position acquires such Units under this Prospectus, regardless of whether the over-allocation position is 

ultimately filled through the exercise of the Over-Allotment Option or secondary market purchases. 

The Underwriters propose to offer the Offered Units initially at the Offering Price. After the Underwriters have 

made a reasonable effort to sell all of the Offered Units at the Offering Price, the Offering Price may be decreased and may 

be further changed from time to time to an amount not greater than the Offering Price, and the compensation realized by the 

Underwriters will be decreased by the amount that the aggregate price paid by purchasers for the Offered Units is less than 

the price paid by the Underwriters to the REIT. 

The obligations of the Underwriters under the Underwriting Agreement are several and may be terminated at their 

discretion pursuant to standard “regulatory out”, “disaster out” and “material tax change out” provisions and upon the 
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occurrence of certain stated events. The Underwriters are, however, severally obligated to take up and pay for all of the 

Offered Units that they have agreed to purchase if any of the Offered Units are purchased under the Underwriting 

Agreement. 

The TSX has conditionally approved the listing of the Offered Units on the TSX. Listing is subject to the REIT 

fulfilling all of the listing requirements of the TSX on or before September 13, 2019. 

Dilawri has waived its pre-emptive right in connection with the Offering. 

Under the Underwriting Agreement, the REIT has agreed that it will not, without the prior written consent of the 

Joint Bookrunners, on behalf of the Underwriters, such consent not to be unreasonably withheld or delayed, issue or sell (or 

agree or announce any such agreement to issue or sell), directly or indirectly, (except in certain limited circumstances) any 

equity securities or other securities convertible into or exchangeable for equity securities, for the period up to and including 

90 days after the Closing Date. 

The Offered Units have not been, and will not be, registered under the U.S. Securities Act or the securities laws of 

any state of the United States and, accordingly, may not be offered, sold or delivered, directly or indirectly, in the United 

States except in accordance with the Underwriting Agreement and pursuant to an exemption from registration under the 

U.S. Securities Act and applicable U.S. state securities laws. The Underwriting Agreement provides that the Underwriters 

may re-offer and re-sell the Offered Units that they have acquired pursuant to the Underwriting Agreement through their 

U.S. registered broker-dealer affiliates in the United States to “qualified institutional buyers” (as defined in Rule 144A 

under the U.S. Securities Act (“Rule 144A”)) in accordance with Rule 144A and similar exemptions from registration 

under applicable U.S. state securities laws. The Underwriting Agreement also provides that the Underwriters may offer and 

sell the Offered Units outside the United States in accordance with Regulation S under the U.S. Securities Act. This short 

form prospectus does not constitute an offer to sell or a solicitation of an offer to buy any of the Offered Units within the 

United States. 

In addition, until 40 days after the commencement of the Offering, an offer or sale of the Offered Units within the 

United States by any dealer (whether or not participating in the Offering) may violate the registration requirements of the 

U.S. Securities Act if such offer or sale is made otherwise than in accordance with an exemption from registration under the 

U.S. Securities Act. The Units sold in the United States will be “restricted securities” within the meaning of Rule 144 under 

the U.S. Securities Act. 

Subscriptions for the Offered Units will be received subject to rejection or allotment in whole or in part and the 

right is reserved to close the subscription books at any time without notice. The Offering will be conducted under the NCI 

system. Offered Units registered in the name of CDS or its nominee will be deposited electronically with CDS on an NCI 

basis at closing. A subscriber who purchases Offered Units will generally only receive a customer confirmation from the 

registered dealer from or through whom Offered Units are purchased and who is a CDS participant. 

In accordance with rules and policy statements of certain Canadian securities regulators, the Underwriters may not, 

at any time during the period of distribution, bid for or purchase Offered Units. The foregoing restriction is, however, 

subject to exceptions where the bid or purchase is not made for the purpose of creating actual or apparent active trading in, 

or raising the price of, the Offered Units. These exceptions include a bid or purchase permitted under the by-laws and rules 

of applicable regulatory authorities and the TSX, including the Universal Market Integrity Rules for Canadian 

Marketplaces, relating to market stabilization and passive market making activities and a bid or purchase made for and on 

behalf of a customer where the order was not solicited during the period of distribution. As a result of these activities, the 

price of the Units may be higher than the price that otherwise might exist in the open market. If these activities are 

commenced, they may be discontinued by the Underwriters at any time. 

TD Securities Inc., BMO Nesbitt Burns Inc., Scotia Capital Inc., RBC Dominion Securities Inc. and National Bank 

Financial Inc. are affiliates of Canadian chartered banks that are lenders under certain credit facilities and mortgages of the 

REIT. Consequently, the REIT may be considered a “connected issuer” of each of TD Securities Inc., BMO Nesbitt Burns 

Inc., Scotia Capital Inc., RBC Dominion Securities Inc. and National Bank Financial Inc. under applicable Canadian 

securities laws. As of the date of this Prospectus, the REIT is in compliance with the terms of its indebtedness, which 

indebtedness is secured against certain of the REIT’s properties, and no breach of the terms of the indebtedness has been 

waived by such Canadian chartered banks or any of its related underwriters. As of June 21, 2019, the REIT’s aggregate 
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indebtedness under the credit facilities and mortgages owing to such affiliates of the Underwriters is approximately $442.1 

million. The decision to issue the Offered Units and the determination of the terms of the Offering were made through 

negotiation between the REIT and the Underwriters. The Canadian chartered banks of which such Underwriters are 

affiliates did not have any involvement in such decision or determination although such Canadian chartered banks have 

been advised of the Offering and the terms thereof. As a consequence of the Offering, each of such Underwriters will 

receive its proportionate share of the Underwriters’ Fee. 

PRIOR SALES 

The REIT has not completed any sales of Units, or securities convertible or exchangeable into Units, during the 

12-month period preceding the date of this Prospectus, except as described below.  

Date Issued 

Number of  

Securities Issued 

Issue Price  

Per Security 

Nature of Issuance 

June 29, 2018 5,503 $10.47 Grant of Deferred Units 

July 16, 2018 998 $10.50 Grant of Income Deferred Units 

August 15, 2018 929 $10.80 Grant of Income Deferred Units 

September 17, 2018 893 $11.28 Grant of Income Deferred Units 

September 28, 2018 4,501 $10.80 Grant of Deferred Units 

October 15, 2018 1,030 $10.16 Grant of Income Deferred Units 

October 16, 2018 5,100,000 $10.80 Public Offering of Units 

November 15, 2018 1,054 $9.98 Grant of Income Deferred Units 

December 17, 2018 1,184 $8.95 Grant of Income Deferred Units 

December 31, 2018 5,531 $8.79 Grant of Deferred Units 

January 15, 2019 1,159 $9.53 Grant of Income Deferred Units 

February 15, 2019 1,063 $10.47 Grant of Income Deferred Units 

March 15, 2019 1,052 $10.65 Grant of Income Deferred Units 

March 29, 2019 68,820 $10.79 Grant of Deferred Units 

April 15, 2019 1,486 $10.66 Grant of Income Deferred Units 

May 15, 2019 1,490 $10.71 Grant of Income Deferred Units 

June 17, 2019 1,541 $10.43 Grant of Income Deferred Units 

 

PRICE RANGE AND TRADING VOLUME OF THE UNITS 

The Units of the REIT are listed on the TSX under the symbol “APR.UN”. The following table sets forth the 

market price ranges and trading volumes of the Units on the TSX for the 12 month period prior to the date of this 

Prospectus: 

 High 

($) 

Low 

($) 

 

Volume 

    

2018    

June .............................................................................................................................  10.64 10.35 343,929 

July ..............................................................................................................................  10.99 10.38 309,550 

August .........................................................................................................................  11.47 10.45 840,619 

September ...................................................................................................................  11.33 10.62 720,775 

October........................................................................................................................  10.70 9.88 1,605,285 

November ....................................................................................................................  10.49 9.43 998,766 

December ....................................................................................................................  9.80 8.45 1,603,971 

2019    

January ........................................................................................................................  10.35 8.79 1,405,455 

February ......................................................................................................................  10.70 10.21 917,023 

March ..........................................................................................................................  10.80 10.49 981,587 

April ............................................................................................................................  10.80 10.60 782,673 

May .............................................................................................................................  10.78 10.36 930,352 

June (1 - 21) ................................................................................................................  10.85 10.32 1,541,199 
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CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS 

In the opinion of Counsel, the following is a summary of the principal Canadian federal income tax considerations 

under the Tax Act generally applicable as of the date hereof to a purchaser who acquires, as beneficial owner, Units 

pursuant to the Offering and who, for purposes of the Tax Act and at all relevant times, (i) is or is deemed to be resident in 

Canada, (ii) deals at arm’s length with the REIT and the Underwriters and is not affiliated with the REIT or the 

Underwriters, (iii) acquires and holds such Units as capital property, and (iv) is not exempt from tax under Part I of the Tax 

Act (a “Holder”). Generally, the Units will be considered to be capital property to a Holder provided that the Holder does 

not hold such Units in the course of carrying on a business and has not acquired them in one or more transactions 

considered to be an adventure or concern in the nature of trade. A Holder whose Units might not otherwise be considered to 

be capital property may, in certain circumstances, be entitled to make an irrevocable election in accordance with subsection 

39(4) of the Tax Act to have such Units, and any other “Canadian security”, as defined in the Tax Act, owned by such 

Holder in the taxation year in which the election is made or any subsequent taxation year, deemed to be capital property. 

Holders who do not hold their Units as capital property should consult their own tax advisors regarding their particular 

circumstances. 

This summary is not applicable to a holder: (i) that is a “financial institution” for purposes of the “mark-to-market 

rules” in the Tax Act; (ii) that is a partnership; (iii) an interest in which is a “tax shelter investment” (as defined in the Tax 

Act); (iv) who makes or has made a functional currency reporting election pursuant to section 261 of the Tax Act, or (v) 

that has entered, or will enter, into a “derivative forward agreement” (as defined in the Tax Act) with respect to any Units. 

Such holders should consult their own tax advisors to determine the tax consequences to them of the acquisition, holding 

and disposition of Units. In addition, this summary does not address the deductibility of interest by a Holder who has 

borrowed money to acquire Units under the Offering. 

This summary is based on the current provisions of the Tax Act and the Regulations, all specific proposals to 

amend the Tax Act and the Regulations publicly announced by or on behalf of the Minister of Finance (Canada) prior to the 

date hereof (the “Tax Proposals”), Counsel’s understanding of the current administrative policies and assessing practices 

of the Canada Revenue Agency (“CRA”) made publicly available prior to the date hereof, and certificates as to certain 

factual matters from an executive officer of the REIT and from one of the Underwriters. Except for the Tax Proposals, this 

summary does not take into account or anticipate any changes in law, whether by legislative, governmental or judicial 

action, or changes in CRA’s administrative policies and assessing practices, nor does it take into account or consider any 

other federal tax considerations or any provincial, territorial or foreign tax considerations, which may differ materially from 

those discussed herein. This summary assumes that the Tax Proposals will be enacted as currently proposed, but no 

assurances can be given that this will be the case. There can be no assurances that CRA will not change its administrative 

policies or assessing practices. 

This summary is of a general nature only and is not exhaustive of all possible Canadian federal income tax 

considerations applicable to an investment in the Units. The income and other tax consequences of acquiring, holding or 

disposing of Units will vary depending on a Holder’s particular status and circumstances, including the province or territory 

in which the Holder resides or carries on business. This summary is not intended to be, and should not be construed to be, 

legal or tax advice to any particular Holder. Prospective unitholders should consult their own tax advisors for advice with 

respect to the tax consequences of an investment in Units in their particular circumstances. 

For the purposes of this summary, a reference to the REIT is a reference to Automotive Properties Real Estate 

Investment Trust only and is not a reference to any subsidiary entity, including the Partnership. 

Status of the REIT 

Qualification as a “Mutual Fund Trust” 

This summary assumes the REIT currently qualifies as, and will at all times continue to qualify as, a “mutual fund 

trust” within the meaning of the Tax Act. An executive officer of the REIT has advised Counsel that the REIT has met and 

intends to continue to meet the requirements necessary for it to qualify as a mutual fund trust at all times. If the REIT was 

not to qualify as a mutual fund trust at any time, certain of the income tax considerations described below would, in 

some respects, be materially and adversely different. 



 

16 

Qualification as a “Real Estate Investment Trust” 

SIFT Rules 

The Tax Act contains rules (the “SIFT Rules”) which tax certain publicly-traded or listed trusts and partnerships 

in a manner similar to corporations and which treat certain distributions from such trusts and partnerships as taxable 

dividends from a taxable Canadian corporation. 

The SIFT Rules apply to any trust or partnership that is a “SIFT trust” or “SIFT partnership” (each defined in the 

Tax Act) and its investors. A SIFT trust is defined as a Canadian resident trust if “investments” (as defined in the Tax Act 

for purposes of the SIFT Rules) in the trust are listed or traded on a stock exchange or other “public market” (as defined in 

the Tax Act for purposes of the SIFT Rules), and the trust holds one or more “non-portfolio properties” (as defined in the 

Tax Act). Non-portfolio properties include (i) certain investments in real properties situated in Canada, (ii) certain 

investments in corporations and trusts resident in Canada and (iii) certain investments in corporations, trusts and 

partnerships with other specified connections to Canada. 

Pursuant to the SIFT Rules, a SIFT trust is not permitted to deduct any amount that it pays or makes payable to its 

beneficiaries in respect of its aggregate (i) net income from businesses it carries on in Canada; (ii) net income (other than 

taxable dividends received by the SIFT trust) from its non-portfolio properties; and (iii) net taxable capital gains from its 

disposition of non-portfolio properties. Distributions which a SIFT trust is unable to deduct will be taxed in the SIFT trust 

at rates of tax which approximate the combined federal and provincial corporate income tax rates. Distributions of a SIFT 

trust’s income that are not deductible to the SIFT trust will be treated as taxable dividends received from taxable Canadian 

corporations. A Holder who is an individual (other than certain trusts) and receives such a distribution will be required to 

include the distribution in income as a dividend, subject to the enhanced gross-up and dividend tax credit rules normally 

applicable to “eligible dividends” received from a taxable Canadian corporation. A Holder that is a corporation and receives 

such a distribution will generally be required to include the distribution in income as a dividend, but will generally be 

entitled to deduct an equivalent amount from its taxable income, and to treat the dividend as an “eligible dividend” (as 

defined in the Tax Act). “Private corporations” and “subject corporations” (as such terms are defined for purposes of Part 

IV of the Tax Act) may be liable to pay a refundable tax under Part IV of the Tax Act on dividends received or deemed to 

be received to the extent that such dividends are deductible by such corporations in computing taxable income. In general, 

distributions that are paid as returns of capital will not be subject to the SIFT Rules. 

The REIT will not be considered to be a SIFT trust in respect of a particular taxation year and, accordingly, will 

not be subject to the SIFT Rules in that year, if it qualifies as a “real estate investment trust” (as defined in the Tax Act) for 

the year (the “REIT Exception”). The REIT Exception contains a number of technical tests and the determination as to 

whether the REIT qualifies for the REIT Exception for any particular taxation year can only be made at the end of the 

taxation year. Management has advised Counsel that the REIT has, at all times since its establishment, qualified for the 

REIT Exception and, as currently structured, should qualify for the REIT Exception for the current taxation year and each 

subsequent year. There is no assurance that the REIT will qualify for the REIT Exception for any particular year. The REIT 

has not obtained, nor sought, an advance tax ruling from the CRA in respect of the non-application to the REIT of the SIFT 

Rules, including the availability of the REIT Exception. There can be no assurance that subsequent investments or activities 

undertaken by the REIT or any of its subsidiary entities will not result in the REIT failing to qualify as a real estate 

investment trust under the REIT Exception. The Declaration of Trust includes certain provisions intended to reduce the risk 

of the REIT being a SIFT trust. Counsel has not reviewed and will not review the REIT’s compliance with the conditions 

for the REIT Exception. 

The balance of this summary assumes that the REIT has qualified and will continue to qualify for the REIT 

Exception at all times. Should the REIT cease to qualify under the REIT Exception for a taxation year, the income tax 

considerations may be materially and adversely different from those described in this summary – in particular, distribution 

amounts may not be deductible by the REIT as previously described (with the result that the amount of cash available for 

distribution by the REIT would be reduced) and may also be included in the income of Holders for purposes of the Tax Act 

as taxable dividends. The REIT Exception is applied on a taxation year basis. Accordingly, even if the REIT does not 

qualify for the REIT Exception for a particular taxation year, it may be able to do so for a subsequent taxation year. 
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Taxation of the REIT 

The REIT will be subject to tax under Part I of the Tax Act on its income for each taxation year, including net 

realized taxable capital gains in the year and its allocated share of income of the Partnership for its fiscal period ending on 

or before the REIT’s taxation year-end, less the portion thereof that it deducts in respect of amounts paid or payable, or 

deemed to be paid or payable, to Unitholders in the year. An amount will be considered to be payable to a Unitholder in a 

taxation year if the REIT pays it to the Unitholder in the year, or if the Unitholder is entitled in that year to enforce payment 

of the amount. The taxation year of the REIT is the calendar year. 

Generally, distributions from the Partnership to the REIT in excess of its allocated share of the income of the 

Partnership for a fiscal year will result in a reduction of the adjusted cost base of the REIT’s Class A limited partnership 

units in the Partnership (the “Class A LP Units”) by the amount of such excess. If, as a result, the REIT’s adjusted cost 

base of its Class A LP Units at the end of a fiscal year of the Partnership would otherwise be a negative amount, the REIT 

would be deemed to realize a capital gain in the taxation year in which the Partnership’s fiscal period ends equal to the 

absolute value of such negative amount, and the REIT’s adjusted cost base of its Class A LP Units would then be reset to 

zero. 

In computing its income or loss for purposes of the Tax Act, the REIT may generally deduct reasonable 

administrative costs, interest and other expenses of a current nature that it incurs for the purpose of earning income. 

Generally, the REIT may also deduct, on a five-year straight-line basis (subject to pro-ration for short taxation years), 

reasonable expenses incurred by it in the course of issuing Units.  

Generally, under the Declaration of Trust, unless the Trustees otherwise determine, an amount equal to all of the 

net income (including taxable capital gains) of the REIT for a taxation year (determined without reference to paragraph 

82(1)(b) and subsection 104(6) of the Tax Act), together with the non-taxable portion of any net capital gains realized by 

the REIT, but excluding income and capital gains arising in connection with a distribution in specie on the redemption of 

Units which are designated by the REIT to redeeming Unitholders will be payable in the year to Unitholders by way of cash 

distributions, subject to any available non-capital losses or net capital losses, the capital gains refund (as discussed below) 

and the following exception. Where such income of the REIT in a taxation year exceeds the total cash distributions for that 

year, such excess income may be distributed to Unitholders in the form of additional Units. Income of the REIT payable to 

Unitholders, whether in cash, additional Units or otherwise, will generally be deductible by the REIT in computing its 

income. 

Losses incurred by the REIT (including losses allocated to the REIT by the Partnership and capable of being 

deducted by the REIT) cannot be allocated to Unitholders, but may be carried forward and deducted by the REIT in 

computing its taxable income in future years in accordance with the detailed rules and limitations in the Tax Act. 

The REIT will be entitled in each taxation year to reduce (or receive a refund in respect of) its liability, if any, for 

tax on its net realized taxable capital gains by an amount determined under the Tax Act based on the redemption of Units 

during the year (the “capital gains refund”). In certain circumstances, the REIT’s capital gains refund in a particular 

taxation year may not completely offset its tax liability for that taxation year arising from its net realized taxable capital 

gains. The Declaration of Trust provides that all or a portion of any income (including taxable capital gains) realized by the 

REIT as a result of that redemption may, at the discretion of the Trustees, be treated as income paid or payable to the 

redeeming Unitholder in the applicable year, and will be deductible by the REIT in computing its income. However, 

pursuant to Tax Proposals announced on March 19, 2019 (the “March 2019 Proposals”), for taxation years of the REIT 

that commence on or after March 19, 2019, the REIT generally will not be entitled to a deduction computing its income in 

respect of amounts allocated to redeeming Unitholders to the extent of (i) the portion of any such amount that would be 

paid out of the income (other than taxable capital gains) of the REIT, and (ii) the portion of any such amount that is a 

capital gain to the extent that it is greater than the gain that would otherwise have been realized by the redeeming 

Unitholder. As a result, the taxable component of distributions by the REIT to non-redeeming Unitholders may be 

adversely affected. 

Counsel has been advised by an executive officer of the REIT that the REIT intends to make sufficient 

distributions in each year of its net income for tax purposes and net realized capital gains so that the REIT will not be liable 

in that year for any tax under Part I of the Tax Act (after taking into account any entitlement to the capital gains refund and 

non-capital losses or net capital losses, if any, that may be carried forward from prior years). 
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Taxation of the Partnership 

The Partnership currently qualifies and is expected to continue to qualify as an “excluded subsidiary entity” (as 

defined in the Tax Act) at all relevant times and, as a result, should not be subject to tax under the Tax Act (including under 

the SIFT Rules). If the Partnership does not qualify as an excluded subsidiary entity, the income tax considerations 

described herein would in some respects be materially and adversely different. 

Generally, each partner of the Partnership, including the REIT, is required to include in its income or loss for a 

taxation year its allocated share of the income (or loss) of the Partnership for the Partnership’s fiscal year ending in, or 

coincidentally with, the partner’s taxation year end, whether or not any such income is distributed to the partner in the 

taxation year. For this purpose, the income or loss of the Partnership will be computed for each fiscal year as if the 

Partnership was a separate person resident in Canada. The Partnership’s income will include rent in respect of the 

Partnership’s properties and any taxable capital gains and recapture of capital cost allowance (“CCA”) arising on the 

disposition of property owned by the Partnership. Deductibility of losses allocated to a limited partner of the Partnership is 

generally restricted to the limited partner’s “at-risk amount” (as defined in the Tax Act) in respect of the Partnership. 

In computing the income or loss of the Partnership, deductions may generally be claimed in respect of its 

administrative and other expenses (including interest in respect of the debt of the Partnership, if any) incurred for the 

purpose of earning income from a business or property to the extent the outlays are not capital in nature and do not exceed a 

reasonable amount. Certain properties have been acquired by the Partnership on a tax-deferred basis, such that the tax cost 

of these properties is less than their fair market value at the time of acquisition. For the purposes of claiming CCA, the 

additions to the undepreciated capital cost balances of the Partnership of classes of depreciable property to which such 

properties belong may be less than the fair market value of such properties. As a result, the CCA that the Partnership may 

claim in respect of such properties may be less than it would have been if such properties had been acquired with a tax cost 

equal to their fair market values at the time of acquisition. In addition, if one or more of such properties are disposed of, the 

gain realized by the Partnership for tax purposes (including any income inclusions resulting from the recapture of 

previously claimed CCA) will be in excess of that which the Partnership would have realized if it had acquired the 

properties at a tax cost equal to their fair market values. Counsel has been advised that in computing its taxable income, 

except as the Trustees otherwise determine, the Partnership shall be caused to claim the maximum of CCA and other 

discretionary deductions available to it under the Tax Act. 

The income or loss of the Partnership for a fiscal year will be allocated to the partners of the Partnership, including 

the REIT, on the basis of their respective share of such income or loss as provided in the amended and restated limited 

partnership agreement of the Partnership dated July 22, 2015, subject to the detailed rules in the Tax Act. Generally, 

distributions to a partner in excess of its allocated share of the income of the Partnership for a fiscal year will result in a 

reduction of the adjusted cost base of the partner’s units in the Partnership by the amount of such excess, as described 

above. 

Taxation of Holders 

REIT Distributions 

A Holder will generally be required to include in computing income for a particular taxation year that portion of 

the REIT’s net income for a taxation year ending on or before the taxation year-end of the Holder, including net realized 

taxable capital gains, that the REIT pays or makes payable to the Holder in the particular taxation year (and that the REIT 

deducts in computing its income), whether the Holder receives such portion in cash, additional Units or otherwise. 

Distributions that are made through the issuance of additional Units may give rise to a taxable income inclusion for the 

Holder even though no cash has been distributed to such Holder. 

The after-tax return to a Holder from an investment in Units will depend, in part, on the composition for tax 

purposes of distributions paid by the REIT, portions of which may be fully or partially taxable or may constitute non-

taxable returns of capital. The composition for tax purposes of distributions by the REIT may change over time, thus 

affecting the after-tax return to such Holder. 
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Provided that the REIT makes appropriate designations under the Tax Act, the portion of its net taxable capital 

gains, if any, in a taxation year which is paid or payable, or deemed to be paid or payable, to a Holder will effectively retain 

its character and be treated as such in the hands of the Holder for purposes of the Tax Act. See the discussion under 

“Taxation of Capital Gains and Capital Losses” below. 

The non-taxable portion of the REIT’s net realized capital gains that are paid or payable to a Holder in a taxation 

year will generally not be included in computing the Holder’s income for the year provided that the taxable portion of such 

capital gains is designated to the Holder. Any other amount in excess of the net income and net taxable capital gains of the 

REIT that is paid or payable, or deemed to be paid or payable, by the REIT to a Holder in that year will generally not be 

included in the Holder’s income for the taxation year. However, where such an amount is paid or payable to a Holder (other 

than as proceeds of disposition or deemed disposition of Units or any part thereof), the Holder will generally be required to 

reduce the adjusted cost base of the Holder’s Units by that amount (except to the extent it represents the Holder’s share of 

the non-taxable portion of the REIT’s net realized capital gains for the year, the taxable portion of which was designated by 

the REIT in respect of the Holder). To the extent that the adjusted cost base of a Unit would otherwise be a negative 

amount, the absolute value of such negative amount will be deemed to be a capital gain realized by the Holder and the 

adjusted cost base of the Unit to the Holder will immediately thereafter be reset to zero. Refer to the discussion under 

“Taxation of Capital Gains and Capital Losses” below. 

Purchases of Units by Unitholders 

Since the REIT will make monthly distributions, a purchaser of a Unit may become taxable on a portion of the 

income or capital gains of the REIT accrued or realized by the REIT in a month before the time the Unit was purchased but 

which was not paid or made payable to Unitholders until the end of the month and after the time the Unit was purchased. A 

similar result may apply on an annual basis in respect of a portion of income or capital gains accrued or realized by the 

REIT in a year before the time the Unit was purchased but which is paid or made payable to Unitholders at year end and 

after the time the Unit was purchased. 

Disposition of Units 

In general, a disposition or deemed disposition of a Unit will give rise to a capital gain (or a capital loss) equal to 

the amount by which the Holder’s proceeds of disposition of the Unit exceed (or are exceeded by) the aggregate of the 

adjusted cost base of the Unit to the Holder and any reasonable costs of disposition. The Holder’s proceeds of disposition 

will not include an amount payable by the REIT that the Holder is otherwise required to include in income, including any 

capital gain or income realized by the REIT in connection with a redemption which the REIT has designated to the 

redeeming Holder. Refer to the discussion under “Taxation of Capital Gains and Capital Losses” below. 

The adjusted cost base of a Unit to a Holder will include all amounts paid by the Holder for the Unit, subject to 

certain adjustments. The cost to a Holder of additional Units received in lieu of a cash distribution of income (including net 

capital gains) will generally be equal to the amount of the distribution. For the purpose of determining the adjusted cost 

base to a Holder, when a Unit is acquired as capital property, the cost of the newly acquired Unit will be averaged with the 

adjusted cost base of all of the Units owned by the Holder as capital property immediately before the acquisition. 

Where the REIT redeems Units by distributing Subsidiary Notes or other property of the REIT to a Holder, the 

Holder will also be required to include in income any income, subject to the discussions above of the March 2019 Proposals 

and the taxable portion of any capital gain, that the REIT realizes on or in connection with such in specie distribution of 

property and designates to such Holder. The proceeds of disposition to the redeeming Holder will be equal to the fair 

market value of the Subsidiary Notes or other property of the REIT so distributed less any income or capital gain realized 

by the REIT in connection with such redemption. The cost of any property distributed in specie by the REIT to a Holder 

upon redemption of Units will be equal to the fair market value of that property at the time of distribution. The Holder will 

thereafter be required to include in income interest or other income derived from the property in accordance with the 

provisions of the Tax Act. 

The consolidation of Units of the REIT will not result in a disposition of Units by Holders. The aggregate adjusted 

cost base to a Holder of all of the Holder’s Units will not change as a result of a consolidation of Units; however, the 

adjusted cost base per Unit will increase. 
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Taxation of Capital Gains and Capital Losses 

A Holder must include in income for a taxation year one-half of any capital gain (a “taxable capital gain”) 

realized by the Holder on a disposition or deemed disposition of a Unit in the year, and the amount of any net taxable 

capital gains designated by the REIT to the Holder in the year. The Holder generally must deduct one-half of the amount of 

any capital loss (an “allowable capital loss”) realized by the Holder in a taxation year against the Holder’s taxable capital 

gains for the year. Allowable capital losses in excess of taxable capital gains realized by the Holder in a taxation year may 

be carried back and deducted in any of the three preceding taxation years or carried forward and deducted against net 

taxable capital gains in any subsequent taxation year, subject to the detailed provisions of the Tax Act. 

A Holder that is throughout its taxation year a “Canadian-controlled private corporation” (as defined in the Tax 

Act) may be liable to pay a refundable tax on its “aggregate investment income” (as defined in the Tax Act), including 

amounts in respect of net taxable capital gains realized on the disposition or deemed disposition of a Unit and net taxable 

capital gains designated by the REIT in respect of the Holder. 

Alternative Minimum Tax 

The liability for alternative minimum tax of a Holder who is an individual (other than certain trusts) may be 

increased if the REIT designates a portion of its income that it pays or makes payable to the Holder as net taxable capital 

gains, or if the Holder realizes a capital gain on the disposition or deemed disposition of a Unit. 

RISK FACTORS 

An investment in the Offered Units is subject to a number of risks, including those set forth herein and in the 

REIT’s current annual information form and management’s discussion and analysis for the year ended December 31, 2018 

and for the three-month period ended March 31, 2019, all of which are incorporated herein by reference. Prospective 

investors should carefully consider these risks, in addition to information contained in this Prospectus and the information 

incorporated by reference herein, before purchasing Offered Units. 

Possible Failure to Complete the Acquisitions 

The REIT expects to (i) complete the AutoCanada Acquisition prior to the completion of the Offering, subject to 

customary closing conditions, and (ii) complete the Audi Queensway Acquisition in the third quarter of 2019, subject to 

satisfactory completion of due diligence, the entering into of a binding definitive agreement in respect thereof and 

customary closing conditions. The REIT, however, has no control over whether or not all of the conditions will be met in 

either or both Acquisitions and there can be no assurance that all conditions will be satisfied or waived or that either or both 

of the Acquisitions will be consummated on the specified timeframes or at all.  

If the Acquisitions do not take place as contemplated, the proceeds of the Offering will not be refunded and the 

REIT will use the proceeds that otherwise would have been used for the Acquisitions that do not take place for debt 

repayment, potential future acquisitions and general business purposes. If the Acquisitions are not consummated, the REIT 

will not realize the benefits of such Acquisitions and could suffer adverse consequences. The price of the Units may decline 

to the extent that the relevant current market price reflects a market assumption that the Acquisitions will be completed and 

certain costs related to the Acquisitions, such as legal, accounting and consulting fees, must be paid even if the Acquisitions 

are not completed. The REIT may be unable to identify other investments offering financial returns comparable to those of 

the Acquisitions. 

Dilution 

The Offering is not conditional on the closing of the Acquisitions. If either or both of the Acquisitions do not close 

for any reason, the REIT will use the net proceeds of the Offering for debt repayment, to fund potential future acquisitions 

and for general business purposes. To the extent that any of the net proceeds of the Offering remain uninvested pending 

their use, or are used to pay down indebtedness with a low interest rate, the Offering may result in substantial dilution, on a 

per Unit basis, to the REIT’s net income and other measures used by the REIT. 
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PROMOTER 

Within the two years immediately preceding the date of this Prospectus, Dilawri was considered a promoter of the 

REIT. Dilawri took the initiative in founding and organizing the REIT during the second quarter of 2015 and was therefore 

a promoter of the REIT for the purposes of applicable securities legislation in connection with the REIT’s initial public 

offering in July 2015. Dilawri and other members of the Dilawri Group hold an approximate 32.8% effective interest in the 

REIT through ownership of all of the Class B LP Units, which are economically equivalent to and exchangeable for Units 

and associated Special Voting Units, and 480,552 Units. Following closing of the Offering, the Dilawri Group’s effective 

interest in the REIT will be reduced to approximately 26.9% (or an approximate 26.2% effective interest in the REIT if the 

Over-Allotment Option is exercised in full). 

LEGAL MATTERS 

Legal matters in connection with the issue and sale of the Offered Units offered by this Prospectus will be passed 

upon at the date of closing of the Offering on behalf of the REIT by Torys LLP and on behalf of the Underwriters by Blake, 

Cassels & Graydon LLP. As of the date hereof, Torys LLP, as a group, and Blake, Cassels & Graydon LLP, as a group, 

beneficially own, directly or indirectly, less than 1% of the outstanding securities of the REIT. 

AUDITORS AND TRANSFER AGENT AND REGISTRAR 

BDO Canada LLP are the auditors of the REIT and have confirmed that they are independent with respect to the 

REIT within the meaning of the relevant rules and related interpretations prescribed by the relevant professional bodies in 

Canada and any applicable legislation or regulation. 

BDO Canada LLP are the auditors of Dilawri who have issued an independent auditors’ report dated March 26, 

2019 in respect of the financial statements of the Carve-out Group as at December 31, 2018, which is incorporated by 

reference herein. BDO Canada LLP have confirmed that they are independent with respect to Dilawri within the meaning of 

the relevant rules and related interpretations prescribed by the relevant professional bodies in Canada and any applicable 

legislation or regulation. 

The transfer agent and registrar for the Offered Units is Computershare Investor Services Inc. at its principal office 

in Toronto, Ontario. 

AGENT FOR SERVICE OF PROCESS 

Patricia Kay, a trustee of the REIT elected at the REIT’s annual and special meeting of Unitholders held on June 

12, 2019, resides outside of Canada and has appointed the following agent for service of process: 

 Name and Address of Agent 

Patricia Kay .....................................................................................  Automotive Properties Real Estate Investment Trust 

133 King Street East, Suite 300 

Toronto, Ontario 

M5C 1G6 

Purchasers are advised that it may not be possible for investors to enforce judgments obtained in Canada against 

any person or company that is incorporated, continued or otherwise organized under the laws of a foreign jurisdiction or 

resides outside of Canada, even if the party has appointed an agent for service of process. 

STATUTORY RIGHTS OF WITHDRAWAL AND RESCISSION 

Securities legislation in certain of the provinces of Canada provides purchasers with the right to withdraw from an 

agreement to purchase securities. This right may be exercised within two business days after receipt or deemed receipt of a 

prospectus and any amendment. In several of the provinces, the securities legislation further provides a purchaser with 

remedies for rescission or, in some jurisdictions, revision of the price or damages if the prospectus and any amendment 
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thereto contains a misrepresentation or is not delivered to the purchaser, provided that the remedies for rescission, revision 

of the price or damages are exercised by the purchaser within the time limit prescribed by the securities legislation of the 

purchaser’s province. The purchaser should refer to any applicable provisions of the securities legislation of the purchaser’s 

province for the particulars of these rights or consult with a legal adviser. 
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