
  

  

No securities regulatory authority has expressed an opinion about these securities and it is an offence to claim otherwise. This 
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. These securities have not been, and will not be, registered under the United 
States Securities Act of 1933, as amended, or any state securities laws and, subject to certain exceptions, may not be offered or sold 
in the United States or to U.S. persons. 

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 Chief Financial Officer of Healthlease Properties Real Estate Investment Trust at 333 Bay Street, Suite 3400, 
Toronto, Ontario M5H 2S7 (telephone 317-420-0205), and are also available electronically at www.sedar.com. 

SHORT FORM PROSPECTUS 

New Issue November 4, 2013 

 
HEALTHLEASE PROPERTIES 

REAL ESTATE INVESTMENT TRUST 
$50,000,000 

5.75% Convertible Unsecured Subordinated Debentures 

Price: $1,000 per Debenture 
 
This short form prospectus qualifies for distribution (the “Offering”) $50,000,000 aggregate principal amount of 
5.75% convertible unsecured subordinated debentures (the “Debentures”) of Healthlease Properties Real Estate 
Investment Trust (the “REIT”) at a price of $1,000 per Debenture (the “Offering Price”). 

The Offering is being made pursuant to an underwriting agreement dated October 28, 2013 (the “Underwriting 
Agreement”) among the REIT and BMO Nesbitt Burns Inc., Canaccord Genuity Corp., National Bank Financial 
Inc., CIBC World Markets Inc., Scotia Capital Inc., TD Securities Inc., Dundee Securities Ltd., GMP Securities 
L.P., Raymond James Ltd. and Euro Pacific Canada Inc. (collectively, the “Underwriters”). The Offering Price was 
determined by negotiation among the REIT and the Underwriters. See “Plan of Distribution”. 

The Debentures will be due on November 30, 2018 (the “Maturity Date”) and will bear interest at an annual rate of 
5.75% payable in semi-annual payments in arrears on the last day of November and May in each year (or the 
immediately following business day if any interest payment date would not otherwise be a business day) (each an 
“Interest Payment Date”), commencing on May 31, 2014. The first interest payment on the Debentures will 
include accrued and unpaid interest for the period from the date of closing of the Offering to, but excluding, 
May 31, 2014. On the Maturity Date, the Debentures may, at the option of the REIT, be repaid in cash or units of the 
REIT (the “Units”). See “Description of the Debentures”. 

There is currently no market through which the Debentures may be sold and purchasers may not be able to 
resell the Debentures purchased under this prospectus. This may affect the pricing of the securities in the 
secondary market, the transparency and availability of trading prices, the liquidity of the securities and the 
extent of issuer regulation. See “Risk Factors”. The Toronto Stock Exchange (the “TSX”) has conditionally 
approved the listing of the Debentures (including the Debentures issuable pursuant to the Over-Allotment Option (as 
defined herein)) and the Units issuable upon the conversion, redemption or maturity of the Debentures. Listing is 
subject to the REIT fulfilling all the requirements of the TSX on or before January 24, 2014. Units of the REIT are 
currently listed for trading on the TSX under the symbol “HLP.UN”. The price of the Units on the TSX at the close 
of business on October 21, 2013 (the last trading day prior to the announcement of the Offering) was $10.19 per 
Unit. The price of the Units on the TSX at the close of business on November 1, 2013 was $10.06 per Unit. 
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The REIT is an unincorporated open-ended real estate investment trust constituted in accordance with the laws of 
the Province of Ontario pursuant to an amended and restated declaration of trust dated as of June 20, 2012 (the 
“Declaration of Trust”). The REIT’s principal office is located at 333 Bay Street, Suite 3400, Toronto, Ontario. 

Debenture Conversion Privilege 

Each Debenture will be convertible into Units at the option of the holder at any time prior to the close of business on 
the earliest of (i) the business day immediately preceding the business day preceding the Maturity Date; or (ii) if 
called for redemption, the business day immediately preceding the date specified by the REIT for redemption of the 
Debentures, at a conversion price of $14.00 per Unit (the “Conversion Price”), being a conversion rate of 
approximately 71.4286 Units for each $1,000 principal amount of Debentures, subject to adjustment in certain 
events in accordance with the trust indenture governing the terms of the Debentures (the “Indenture”). Holders 
converting their Debentures will receive accrued and unpaid interest thereon for the period from the last Interest 
Payment Date prior to conversion to and including the last record date declared for determining the holders of Units 
(“Unitholders”) entitled to receive distributions on Units prior to such conversion. Notwithstanding the foregoing, 
no Debenture may be converted on the business day preceding an Interest Payment Date or the Maturity Date. 
Further particulars concerning the conversion privilege, including provisions for the adjustment of the Conversion 
Price in certain events are set out under “Description of the Debentures — Conversion Privilege”. A holder of 
Debentures will not be entitled to deferred tax treatment on the conversion, redemption or repayment at 
maturity of such Debentures. See “Certain Canadian Federal Income Tax Considerations”. 

 
The Debentures may not be redeemed by the REIT prior to November 30, 2016, except in the event of the 
satisfaction of certain conditions after a Change of Control (as defined herein) has occurred. On or after November 
30, 2016 and prior to November 30, 2017, the Debentures may be redeemed by the REIT, in whole or in part from 
time to time at the option of the REIT, at a price equal to the principal amount thereof plus accrued and unpaid 
interest to, but excluding, the date fixed for redemption on not more than 60 days’ and not less than 30 days’ prior 
written notice, provided that the Current Market Price (as defined herein) on the date on which notice of redemption 
is given is not less than 125% of the Conversion Price. On or after November 30, 2017 and prior to the Maturity 
Date, the Debentures may be redeemed in whole or in part from time to time at the option of the REIT at a price 
equal to the principal amount thereof plus accrued and unpaid interest to, but excluding, the date fixed for 
redemption on not more than 60 days’ and not less than 30 days’ prior written notice. 

Subject to any required regulatory approvals and provided that no Event of Default (as defined herein) has occurred 
and is continuing, the REIT may, at its option, elect to satisfy its obligation to pay, in whole or in part, the principal 
amount of the Debentures that are to be redeemed or that have matured, on not more than 60 days’ and not less than 
40 days’ prior notice, by issuing and delivering that number of freely-tradeable Units obtained by dividing the 
principal amount of the Debentures that are to be redeemed or that have matured, as the case may be, by 95% of the 
Current Market Price on the date fixed for redemption or the Maturity Date, as applicable. See “Description of the 
Debentures— Payment Upon Redemption or Maturity”. In addition, subject to any required regulatory approvals and 
provided that no Event of Default has occurred and is continuing, freely-tradeable Units may be issued to the 
Debenture Trustee (as defined herein) and sold, with the proceeds used to satisfy the obligation to pay interest on the 
Debentures. See “Description of the Debentures— Interest Payment Election”. 

Within 30 days following the occurrence of a Change of Control, the REIT will be required to make an offer to 
purchase all of the Debentures then outstanding for a price equal to 101% of the principal amount thereof plus 
accrued and unpaid interest thereon to, but excluding, the date of purchase. Holders of Debentures may accept this 
offer in whole or in part. See “Description of the Debentures — Change of Control”. 

 Price to the Public(1) Underwriters’ Fee(2) 
Net Proceeds to the 

REIT(3) 

Per Debenture ...........................................................  $1,000 $37.50 $962.50 

Total Offering(4) ........................................................  $50,000,000 $1,875,000 $48,125,000 

____________ 
Notes: 

(1) The Offering Price of the Debentures was determined by negotiation among the REIT and the Underwriters. 
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(2) In consideration of the services rendered by the Underwriters in connection with the Offering, the Underwriters will 
receive an aggregate fee of $1,875,000 representing 3.75% of the gross proceeds from the Offering. See “Plan of 
Distribution”. 

(3) Before deducting expenses of the Offering estimated at $200,000, which, together with the Underwriters’ fee, will be 
paid from the proceeds of the Offering. 

(4) The REIT has granted to the Underwriters an option (the “Over-Allotment Option”), exercisable in whole or in part 
and at any time up to 30 days after Closing to purchase up to an additional $7,500,000 principal amount of Debentures 
on the same terms as set forth above solely to cover over-allotments, if any, and for market stabilization purposes. If the 
Over-Allotment Option is exercised in full, the total price to the public, the Underwriters’ fee and net proceeds to the 
REIT will be $57,500,000, $2,156,250 and $55,343,750, respectively. This prospectus qualifies the distribution of the 
Over-Allotment Option and the Debentures issuable on the exercise thereof. A purchaser who acquires Debentures 
forming part of the Over-Allotment Option acquires those Debentures under this prospectus, regardless of whether the 
position is ultimately filled through the exercise of the Over-Allotment Option or secondary market purchases. See 
“Plan of Distribution”. 

Underwriters’ Position 
Maximum Size or Number 

of Securities Available Exercise Period Exercise Price 

Over-Allotment Option $7,500,000 aggregate 
principal amount of 

Debentures 

At any time up to 30 days 
after Closing 

$1,000 per Debenture 

 
The Underwriters, as principals, conditionally offer the Debentures, subject to the prior sale, if, as and when issued, 
sold and delivered by the REIT and accepted by the Underwriters in accordance with the conditions of the 
Underwriting Agreement referred to under “Plan of Distribution” and subject to the approval of certain legal matters 
on behalf of the REIT by Goodmans LLP and on behalf of the Underwriters by Davies Ward Phillips & 
Vineberg LLP. 

Subject to applicable laws, the Underwriters may, in connection with the Offering, over-allot or effect transactions 
intended to stabilize or maintain the price of the Debentures at levels other than those which might otherwise prevail 
on the open market. Such transactions, if commenced, may be discontinued at any time. The Underwriters propose 
to offer the Debentures initially at the offering price. After the Underwriters have made reasonable efforts to sell 
all of the Debentures under this prospectus at such price, the offering price may be decreased, and further 
changed from time to time, to an amount not greater than the offering price. However, in no event will the 
REIT receive net proceeds of less than $962.50 per Debenture. See “Plan of Distribution”. 

Subscriptions 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 closing of the Offering is expected to occur on or about 
November 12, 2013 (the “Closing Date”) but in any event no later than December 16, 2013. In any event, the 
Debentures are to be taken up by the Underwriters, if at all, on or before a date not later than 42 days after the date 
of the receipt of this short form prospectus. Registrations and transfers of Debentures will be effected only through 
the book-based system administered by CDS Clearing and Depository Services Inc. (“CDS”). Beneficial owners of 
Debentures will not, except in certain limited circumstances, be entitled to receive physical certificates evidencing 
their ownership of Debentures. 

The pro forma earnings coverage ratios in respect of the REIT’s indebtedness for the year ended December 
31, 2012 and the twelve month period ended June 30, 2013 were less than one-to-one. See “Earnings 
Coverage”.    

BMO Nesbitt Burns Inc. is an affiliate of a Canadian chartered bank that is a lender under an operating line 
of credit to MPG Healthcare L.P. (the “Partnership”), a subsidiary of the REIT, and under certain mortgages 
assumed by the REIT in connection with prior acquisitions. Accordingly, under applicable Canadian 
securities legislation, the REIT may be considered a “connected issuer” to BMO Nesbitt Burns, Inc. See “Plan 
of Distribution”. 

The REIT is not a trust company or registered under applicable legislation governing trust companies and 
does not carry on or intend to carry on the business of a trust company. The REIT currently qualifies as a 
mutual fund trust for the purposes of the Income Tax Act (Canada) and offers and sells its Units to the public. 
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Neither the Debentures, nor the Units of the REIT issuable upon conversion, redemption or maturity of the 
Debentures, are “deposits” within the meaning of the Canada Deposit Insurance Corporation Act (Canada) 
and are not insured under the provisions of that statute or any other legislation. 

Investors should be aware that the acquisition, holding and disposition of the securities described in this prospectus 
may have tax consequences in Canada or elsewhere depending on each particular investor’s specific circumstances. 
Investors should consult their own tax advisors with respect to such tax considerations. See “Certain Canadian 
Federal Income Tax Considerations”. Investors who are not residents of Canada for tax purposes should 
consult their own tax advisors concerning the consequences to them of acquiring Debentures under the 
Offering. 

An investment in the Debentures is subject to a number of risks that should be carefully considered by a 
prospective investor. Prospective investors should carefully review this prospectus, and specifically the 
documents incorporated by reference herein and the risk factors set out in each such document before 
purchasing Debentures. It is important for investors to consider the particular risk factors that may affect the 
industry in which they are investing, and therefore the stability of the distributions paid by the REIT. The section 
entitled “Risk Factors” herein, the section entitled “Risk Factors” on pages 20 to 30 of the AIF (as defined herein) 
incorporated by reference herein and the section entitled “Risks and Uncertainties” on pages 27 to 40 of the MD&A 
(as defined herein) incorporated by reference herein also describe the REIT’s assessment of those risk factors, as 
well as the potential consequences to an investor if any such risk should materialize. 

Subject to certain conditions set out under “Eligibility for Investment”, a Debenture offered hereby and a Unit 
issuable upon a conversion, redemption or repayment at maturity of a Debenture will constitute a qualified 
investment for trusts governed by registered retirement savings plans, registered retirement income funds, 
deferred profit sharing plans, tax-free savings accounts, registered education savings plans and registered 
disability savings plans. As set out under “Eligibility for Investment”, prospective holders of Debentures and 
Units who intend to hold their Debentures and Units in their tax-free savings accounts, registered retirement 
savings plans or registered retirement income funds should consult their own advisors regarding their 
particular circumstances. 
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Prospective investors should rely only on the information contained or incorporated by reference in this short form 
prospectus. The REIT has not authorized anyone to provide different information. If an investor is provided with 
different or inconsistent information, he or she should not rely on it. The REIT is not making an offer to sell these 
securities in any jurisdiction where the offer or sale is not permitted. Certain information contained in this short form 
prospectus concerning entities other than the REIT or its subsidiaries has been derived from publicly-available 
sources. 

 



 

 

DOCUMENTS INCORPORATED BY REFERENCE 

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 HealthLease Properties Real Estate Investment Trust at 
333 Bay Street, Toronto, Ontario, M5H 2S7, Attention: Chief Financial Officer. In addition, copies of the 
documents incorporated by reference herein may be obtained from the securities commissions or similar authorities 
in the provinces of Canada through the internet at www.sedar.com. 

The following documents or portions of documents, filed with the securities commissions or similar 
authorities in the provinces of Canada, are specifically incorporated by reference into and form an integral part of 
this short form prospectus: 

(a) the REIT’s annual information form (the “AIF”) for the period ended December 31, 2012, dated 
March 6, 2013; 

(b) the REIT’s management information circular dated April 10, 2013 with respect to the annual and 
special meeting of unitholders held on May 9, 2013; 

(c) the audited consolidated financial statements of the REIT for the years ended December 31, 2012 
and 2011, together with the notes thereto (the “Financial Statements”); 

(d) management’s discussion and analysis of financial condition and results of operations of the REIT 
for the years ended December 31, 2012 and 2011 (the “MD&A”); 

(e) the unaudited consolidated financial statements of the REIT for the three and six-month periods 
ended June 30, 2013 and 2012, together with the notes thereto; 

(f) management’s discussion and analysis of financial condition and results of operations of the REIT 
for the three and six-month periods ended June 30, 2013 and 2012 (the “Interim MD&A”); 

(g) the REIT’s business acquisition report dated August 8, 2012; 

(h) the REIT’s business acquisition report dated May 8, 2013; 

(i) the REIT’s business acquisition report dated August 7, 2013; 

(j) material change report of the REIT dated March 26, 2013 filed in connection with the indirect 
acquisition by the REIT of a portfolio of 13 senior housing and care properties and an offering of 
5.8 million Units on a bought-deal basis; 

(k) material change report of the REIT dated July 8, 2013 filed in connection with the indirect 
acquisition by the REIT of two senior housing and care property portfolios and an offering of 
5.75 million Units on a bought deal basis; 

(l) the material change report of the REIT dated October 25, 2013 in respect of the Offering; and 

(m) the convertible unsecured subordinated debentures term sheet dated October 22, 2013, filed on 
SEDAR in connection with the Offering (the “Marketing Materials”). 

Any documents of the type described in Section 11.1 of Form 44-101F1 – Short Form Prospectus 
Distributions which are filed by the REIT with the securities commissions or similar authorities in the provinces of 
Canada subsequent to the date of this short form prospectus and prior to the termination of this distribution shall be 
deemed to be incorporated by reference in this short form prospectus. 

Any statement contained in a document incorporated or deemed to be incorporated by reference 
herein shall be deemed to be modified or superseded for the purposes of this short form 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 such statement. The modifying or 
superseding statement need not state that it has modified or superseded a prior statement or include any 
other information set forth in the document that it modifies or supersedes. The making of a modifying or 
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superseding statement shall 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 was required to be stated or that was necessary to make a statement not 
misleading in light of the circumstances in which it was made. Any statement so modified or superseded shall 
not be deemed, except as so modified or superseded, to constitute a part of this short form prospectus. 

MARKETING MATERIALS 

The Marketing Materials are not part of this short form prospectus to the extent that the contents of the 
Marketing Materials have been modified or superseded by a statement contained in this prospectus. Any template 
version of “marketing materials” (as defined in National Instrument 41-101 - General Prospectus Requirements) 
filed after the date of this prospectus and before the termination of the distribution under the Offering (including any 
amendments to, or an amended version of, the Marketing Materials) is deemed to be incorporated into this 
prospectus. 

MEANING OF CERTAIN REFERENCES 

For an explanation of the capitalized terms and expressions used in this short form prospectus, please refer 
to the “Glossary of Terms”. References to the “REIT” in this prospectus includes its subsidiaries, unless the context 
otherwise requires. References to dollars or “$” herein are to Canadian currency and references to U.S. dollars or 
U.S.$ are to United States currency. The consolidated financial statements of the REIT incorporated by reference 
herein are reported in Canadian dollars. Unless otherwise indicated, the disclosure in this prospectus assumes that 
the Over-Allotment Option is not exercised. References to units or suites in this prospectus means (i) in the context 
of the SP II Senior Care Portfolio, a bed and (ii) in the context of the Continuum Senior Care Portfolio, a unit door 
(that may contain one or more beds). 

ELIGIBILITY FOR INVESTMENT 

In the opinion of Goodmans LLP, counsel to the REIT, and Davies Ward Phillips & Vineberg LLP, counsel 
to the Underwriters, based on the current provisions of the Tax Act, and subject to the provisions of any particular 
Exempt Plan (as defined below), the Debentures and the Units issuable upon the conversion, redemption or maturity 
of the Debentures will, on the Closing Date (or in the case of such Units, at the time of their issue), be qualified 
investments for a trust governed by a registered retirement savings plan (“RRSP”), a registered retirement income 
fund (“RRIF”), a registered education savings plan, a deferred profit sharing plan (“DPSP”), a registered disability 
savings plan and a tax-free savings account (“TFSA”) (collectively, “Exempt Plans”), provided that, on the Closing 
Date (or in the case of such Units, at the time of their issue): (i) in the case of Units, the REIT qualifies as a “mutual 
fund trust” for the purposes of the Tax Act or the Units are listed on the TSX (or another “designated stock 
exchange” (as defined in the Tax Act)); and (ii) in the case of the Debentures, either the REIT qualifies as a mutual 
fund trust and the Units are listed on the TSX (or another “designated stock exchange” in Canada) or the Debentures 
are listed on the TSX (or another “designated stock exchange”), except that the Debentures are not qualified 
investments for a trust governed by a DPSP to which payments are made by the REIT. 

Notwithstanding the foregoing, if the Units or the Debentures are a “prohibited investment” (as defined in 
the Tax Act) for a trust governed by a TFSA, RRSP or RRIF, the holder or annuitant thereof will be subject to a 
penalty tax as set out in the Tax Act. The Units and the Debentures will not be a prohibited investment for a TFSA, 
RRSP or RRIF provided the holder or annuitant of such Exempt Plan, as the case may be, (i) deals at arm’s length 
with the REIT, for purposes of the Tax Act, (ii) does not have a “significant interest” (as defined in the Tax Act) in 
the REIT, and (iii) does not have a “significant interest” (as defined in the Tax Act) in a corporation, partnership or 
trust with which the REIT does not deal at arm’s length. Generally, a holder or annuitant will have a significant 
interest in the REIT if the holder or annuitant, either alone or together with persons not dealing at arm’s length with 
the holder or annuitant, owns, directly or indirectly, units of the REIT representing 10% or more of the fair market 
value of all units of the REIT. Proposed Amendments (as defined herein) will delete the condition in (iii) above. In 
addition, pursuant to the Proposed Amendments (as defined herein), Units (including Units issuable upon the 
conversion, redemption or maturity of the Debentures) will not be a “prohibited investment” if the Units are 
“excluded property” as defined in the Proposed Amendments (as defined herein) for trusts governed by a TFSA, 
RRSP and RRIF. Prospective purchasers who intend to hold Units or Debentures in a TFSA, RRSP or RRIF are 
advised to consult their personal tax advisors. 
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NON-GAAP MEASURES 

Funds from operations (“FFO”) and adjusted funds from operations (“AFFO”) are non-GAAP measures. 
Non-GAAP measures do not have standardized meanings prescribed by IFRS, Canadian GAAP or U.S. GAAP 
(collectively, “GAAP”). AFFO is a supplemental measure of a Canadian real estate investment trust’s performance 
and the REIT believes that AFFO is a relevant measure of its ability to earn and distribute cash returns to 
Unitholders. 

The GAAP measurement most directly comparable to AFFO is net earnings and comprehensive income. 
See pages 12, 13 and 14 in the MD&A and pages 14, 15 and 16 of the Interim MD&A for a reconciliation of AFFO 
to FFO and FFO to net earnings for the applicable periods. 

“AFFO” is defined as FFO subject to certain adjustments, including: (i) amortization of fair value mark-to-
market adjustments on mortgages, amortization of deferred financing costs, and compensation expense related to 
deferred unit incentive plans, (ii) adjusting for any differences resulting from recognizing property rental revenues 
on a straight-line basis, (iii) adding an amount in respect of any development lease payments, and (iv) deducting a 
reserve for normalized maintenance capital expenditures and leasing costs, as determined by the REIT. Other 
adjustments may be made to AFFO as determined by our Trustees in their sole discretion. 

AFFO should not be construed as an alternative to net income and comprehensive income determined in 
accordance with GAAP as indicators of the REIT’s performance. The REIT’s method of calculating AFFO may 
differ from other issuers’ methods and accordingly may not be comparable to measures used by other issuers. 

EXCHANGE RATE INFORMATION 

The following table sets forth, for the periods indicated, the high, low, average and period-end noon spot 
rates of exchange for U.S.$1.00, expressed in Canadian dollars, published by the Bank of Canada. 

 3 Months Ended 
September 30 

Year ended December 31 

 2013 2012 2012 2011 2010 

 (C$) (C$) (C$) (C$) (C$) 

Highest rate during the period ................  1.0576 1.0214 1.0418 1.0604 1.0778 
Lowest rate during the period ................ 1.0237 0.9710 0.9710 0.9449 0.9946 
Average rate for the period .................... 1.0386 0.9953 0.9996 0.9891 1.0299 
Rate at the end of period ........................ 1.0285 0.9837 0.9949 1.0170 0.9946 

 
Where there is a conversion of United States dollars to Canadian dollars in this prospectus, the conversion 

was based on a rate of exchange of U.S.$1.00 equals $1.00, unless otherwise noted. On November 1, 2013, the noon 
rate of exchange posted by the Bank of Canada for conversion of U.S. dollars into Canadian dollars was U.S.$1 
equals $1.0443. 

FORWARD-LOOKING STATEMENTS 

This short form prospectus, including the documents incorporated herein by reference, contains forward-
looking statements which reflect management’s expectations regarding objectives, plans, goals, strategies, future 
growth, results of operations, performance and business prospects and opportunities of the REIT. The words 
“plans”, “expects”, “does not expect”, “scheduled”, “estimates”, “intends”, “anticipates”, “does not anticipate”, 
“projects”, “believes” or variations of such words and phrases or statements to the effect that certain actions, events 
or results “may”, “will”, “could”, “would”, “might”, “occur”, “be achieved” or “continue” and similar expressions 
are intended to identify forward-looking statements, although not all forward-looking statements contain such 
words. Some of the specific forward-looking statements in this prospectus include, but are not limited to, statements 
with respect to the following: 

 the intention of the REIT to pay stable and growing distributions; 
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 the ability of the REIT to execute its growth strategies; 

 the expected tax treatment of the REIT’s distributions to Unitholders; 

 the ability of the REIT to qualify for the REIT Exception (as defined herein); 

 the access of the REIT to debt markets; and 

 the expected healthcare industry and demographic trends. 

Forward-looking statements are necessarily based on a number of estimates and assumptions that, while 
considered reasonable by management of the REIT as of the date of this short form prospectus, are inherently 
subject to significant business, economic and competitive uncertainties and contingencies. The REIT’s estimates, 
beliefs and assumptions, which may prove to be incorrect, include the various assumptions set forth herein, 
including, but not limited to, the REIT’s future growth potential, results of operations, future prospects and 
opportunities, the demographic and industry trends remaining unchanged, future levels of indebtedness, the tax laws 
as currently in effect remaining unchanged, and the current economic conditions remaining unchanged. 

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 the times at or by which such performance or results will be achieved. A number of factors could 
cause actual results to differ materially from the results discussed in the forward-looking statements, including, but 
not limited to, the factors discussed under “Risk Factors”. 

All of the forward-looking statements contained in this short form prospectus, and the documents 
incorporated herein by reference, are qualified by these cautionary statements. These forward-looking statements are 
made as of the date of this short form prospectus and, except as expressly required by applicable law, the REIT 
assumes no obligation to publicly update or revise any forward-looking statement, whether as a result of new 
information, future events or otherwise. 

HEALTHLEASE PROPERTIES REAL ESTATE INVESTMENT TRUST 

HealthLease Properties Real Estate Investment Trust is an unincorporated, open-ended real estate 
investment trust established pursuant to the Declaration of Trust under the laws of the province of Ontario. The 
registered and head office of the REIT is located at 333 Bay Street, Suite 3400, Toronto, Ontario M5H 2S7. 

The REIT owns or invests (including by way of loans, excluding mezzanine loans) in a portfolio of 
44 seniors housing and care properties located in Indiana, Illinois, Kentucky, Michigan, North Carolina, Ohio, 
Pennsylvania and Virginia in the United States and in Alberta and British Columbia in Western Canada (the 
“Portfolio”). The Portfolio offers predominately skilled nursing, long term care and assisted living services, 
including short term rehabilitation and Alzheimer’s care special care units. The REIT generally owns the land and 
buildings comprising the Portfolio, and leases these properties to various third-party operators on a long-term, triple-
net lease basis. The operators provide and manage the service offerings available at the facilities, deliver all care 
services and maintain the buildings. 

The REIT is managed by Mainstreet Property Group, LLC (collectively with its affiliates, “Mainstreet”), 
pursuant to an Asset Management Agreement and an Administrative Services Agreement. As of the date of this 
prospectus, Mainstreet held an approximate 10% interest in the REIT on a fully exchanged basis through ownership 
of 2,894,722 Class B Units (being all of the securities of such class) and 28,400 Units of the REIT. The Class B 
Units are economically equivalent (subject to certain adjustments) to, and exchangeable for, Units, and are entitled 
to distributions of cash from the Partnership equal to the cash distributions paid to holders of Units by the REIT, 
subject to certain adjustments. Each Class B Unit is accompanied by one Special Voting Unit issued in conjunction 
with the Class B Unit to which it relates, which provides for the same voting rights in the REIT as a Unit. 
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The REIT’s goals are to deliver stable and growing income to its Unitholders while expanding its portfolio 
of seniors housing and care properties over time through organic growth, continued construction of “next 
generation”, pre-leased development projects and accretive acquisitions. 

RETAINED INTEREST 

The Exchange Agreement provides that, so long as Mainstreet, together with its affiliates, hold at least a 
10% ownership interest in the REIT, calculated on a fully diluted basis (including Units issuable upon exchange of 
the Exchangeable Units), Mainstreet will have pre-emptive rights to purchase Class B Units or Units to maintain its 
pro rata ownership interest in the REIT in the event that the REIT or any of its subsidiaries decides to issue equity 
securities, or securities convertible into or exchangeable for equity securities, to third parties, subject to certain 
exceptions. Upon exercise of this right, Mainstreet will be entitled to participate in the issue of such securities at the 
most favourable price and on the most favourable terms as such securities are offered to any third party. 

Pursuant to the terms of the Exchange Agreement, Mainstreet has been granted demand and “piggy-back” 
registration rights by the REIT that will enable it to require the REIT to file a prospectus and otherwise assist with a 
public offering of Units for so long as Mainstreet owns at least 10% of the outstanding Units on a fully diluted basis, 
subject to certain limitations. 

RECENT DEVELOPMENTS 

Wellbrooke of Westfield Development Property 

On July 1, 2013, the REIT indirectly acquired through the Partnership a senior housing and care property 
located in Westfield, Indiana, for a total purchase price of U.S.$20,330,000 (comprised of U.S.$17,860,000 for the 
acquisition of the property for its appraised value and U.S.$2,470,000 for the acquisition of certain related assets for 
their net present value). This facility was externally developed by Mainstreet pursuant to the development agreement 
dated June 21, 2012 between Mainstreet and the Partnership. The REIT assumed U.S.$15,370,000 in debt and issued 
446,481 Class B Units to Mainstreet at a price of $10.69 per Unit in connection with the purchase. 

Bought Deal Offering 

On July 23, 2013, the REIT completed an offering of 6,587,500 Units, on a bought deal basis, at a price of 
$10.45 per Unit, for total gross proceeds of $68,839,375. 

Smith Packett Portfolio II 

On July 26, 2013, the REIT indirectly acquired six senior housing and care facilities (the “SP II Senior 
Care Portfolio”) for a total purchase price of approximately U.S.$77.6 million, as adjusted pursuant to the terms of 
the applicable acquisition agreement. The six properties are located in North Carolina (one property), Ohio (one 
property) and Virginia (four properties). The properties were financed in part by a term loan in the principal amount 
of U.S.$53.1 million with an initial term of three years with the option for a fourth year and an interest rate of 
LIBOR plus 3.75%. Each of the existing leases and operating agreements with respect to the properties in the SP II 
Senior Care Portfolio remains in place and was assigned to subsidiaries of the REIT in connection with the closing 
of the acquisition. 

Continuum Senior Care Portfolio 

On July 31, 2013, the REIT indirectly acquired an additional six senior housing and care facilities (the 
“Continuum Senior Care Portfolio”) for a total purchase price of approximately $69.7 million, as adjusted 
pursuant to the terms of the applicable acquisition agreement. The six properties are located in Alberta. The 
properties were financed in part by the assumption of five loans in the aggregate amount of $45.2 million with a 
weighted average interest rate (considering the effect of the related interest rate swap) of 4.98% and in part by the 
issuance by the Canadian Partnership of 985,198 Canadian Class B Units at a price of $10.40 per Canadian Class B 
Unit. In connection with the closing of the acquisitions, the previous owner/operator of the facilities in the 
Continuum Senior Care Portfolio entered into 10-year triple net leases with the Canadian Partnership in respect of 
each of the properties. 
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Additionally, in connection with the acquisition of the Continuum Senior Care Portfolio, the REIT and the 
Canadian Partnership entered into an agreement to provide mezzanine financing of approximately $5.3 million for 
two additional properties in the Continuum Senior Care Portfolio currently under development. Subject to certain 
conditions, the REIT will, indirectly through the Canadian Partnership, purchase such development properties upon 
completion for an aggregate purchase price of $53.3 million, which is expected to occur in May, 2014. 

The following table highlights certain information about the facilities comprising the SP II Senior Care 
Portfolio and the Continuum Senior Care Portfolio as at September 30, 2013:  

Name of 
Facility Location 

Year 
Built Operator 

Services
Provided 

SNF 
Beds 

ALF/ALZ
Beds 

ILF 
Beds 

Total 
Beds 

Lease 
Expiration 

Date(1) 

Annual 
Lease 

Escalator 

SP II Senior Care Portfolio 

Chatham 
Health and 

Rehabilitation 
Center 

Chatham, VA 2009 Saber SNF 85 - - 85 6/30/19 2% 

Currituck 
House 

Moyock, NC 2010 Meridian AL/ALZ - 90 - 90 12/31/20 2% 

Falls Run 
Nursing and 

Rehabilitation 
Center 

Fredericksburg, 
VA 

2010 Saber SNF 90 - - 90 8/31/20 2% 

Oaks of 
Brecksville 

Brecksville, OH 2011 Saber SNF 80 - - 80 8/31/21 2% 

Stratford 
Healthcare and 
Rehabilitation 

Center 

Danville, VA 1996 Saber SNF 60 - - 60 12/31/19 2% 

Tyler’s Retreat 
at Iron Bridge 

Chesterfield, 
VA 

2009 Saber SNF 90 - - 90 11/30/19 2% 

Continuum Senior Care Portfolio – Existing Properties 

Sunrise Village 
Camrose 

Camrose, AB 2011 Continuum ALF/ILF - 82 59 141 7/31/2023 2.25% 

Sunrise Village 
Drayton Valley 

Drayton Valley, 
AB 

2012 Continuum ALF/ILF - 14 54 68 7/31/2023 2.25% 

Sunrise Village 
Lethbridge 

Lethbridge, AB 2004 Continuum ILF 
 

- - 57 57 7/31/2023 2.25% 

Sunrise Village 
Olds 

Olds, AB 2001 Continuum ALF/ILF - 20 21 41 7/31/2023 2.25% 

Sunrise Village 
Ponoka 

Ponoka, AB 2009 Continuum ALF/ILF - 20 48 68 7/31/2023 2.25% 

Sunrise Village 
Wetaskiwin 

Wetaskiwin, 
AB 

2005  Continuum ALF/ILF - 20 73 93 7/31/2023 2.25% 

Continuum Senior Care Portfolio – Development Properties 

Sunrise Village 
High River 

High River, AB Under 
Construction 

Continuum ALF/ILF - 108 68 176 TBD 2.25% 

Sunrise Village 
Olds Encore 

Olds, AB Under 
Construction 

Continuum ALF/ILF - 60 47 107 TBD 2.25% 

Total     405 414 427 1,246   

 

(1) Excludes renewal terms. 

Wellbrooke of Avon Development Property 

On September 3, 2013, the REIT indirectly acquired through the Partnership a senior housing and care 
property located in Hendricks County, Indiana, for a total purchase price of approximately U.S.$17,130,000. This 
facility was externally developed by Mainstreet pursuant to the development agreement dated June 21, 2012 
between Mainstreet and the Partnership. The REIT assumed U.S.$11,280,000 in first mortgage debt and issued 
48,241 Class B Units to Mainstreet at a price of $9.82 per Class B Unit in connection with the purchase. The balance 
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of the purchase price was satisfied by the repayment of approximately U.S.$4,620,098 of subordinated indebtedness 
and a cash payment of U.S.$980,430 to Mainstreet. The ten-year triple net operating lease with respect to the facility 
commenced on September 1, 2013. 

North Carolina Development Properties 

Construction has been completed and the triple-net operating leases have commenced for the three 
development properties that formed part of the SP I Senior Care Portfolio acquired by the REIT in April, 2013. 
These three properties are located in North Carolina and collectively have a total of 191 beds. 

Tenant Default 

The REIT has reached a settlement with OJCC Realty, LLC, the tenant of the REIT’s property located in 
Springfield, Illinois, in connection with a notice of default for failure to pay rent in June, July, August and 
September, 2013. The settlement is subject to approval by the bank holding the tenant’s security deposit and, if 
approved, will not result in any loss of revenue by the REIT. 

Mezzanine Loans 

The REIT has advanced mezzanine loans to four subsidiaries of Mainstreet for development of senior care 
properties in each of Castleton (Indianapolis), Kokomo, Georgetown and South Bend, Indiana. As at September 30, 
2013, U.S.$5,750,000 aggregate amount of mezzanine loans had been advanced. The interest rate on each of the 
loans is 16% per annum, with 9% per annum paid monthly during the term of the loans and the remaining interest 
plus the principal due paid at the earlier of sale of the applicable property or 30 months. Construction of the 
Castleton development began in December, 2012 and is anticipated to be completed in January, 2014. Construction 
of the Kokomo development began in March, 2013 and is anticipated to be completed in January, 2014. 
Construction of the South Bend development began in July, 2013 and is expected to be completed in June, 2014. 
Construction of the Georgetown development is expected to be completed in September, 2014. 

Sale of Property 

On October 11, 2013, the REIT completed the sale of Avalon Springs Health Campus, a 132-bed facility 
located in Valparaiso, Indiana, to the facility’s operator. The operator had exercised its right under the lease to 
purchase the facility from the REIT. The facility generated rental income of U.S.$1,024,545 per year as of the date 
of sale. The cash purchase price paid to the REIT on closing was U.S.$11,469,996, as adjusted pursuant to the terms 
of the acquisition agreement. 

Acquisition of Willows at Hamburg 

On October 23, 2013, the REIT indirectly acquired through the Partnership a senior housing and care 
property located in Lexington, Kentucky. Known as Willows at Hamburg, the facility contains 123 units and is fully 
leased on a long-term, triple-net basis to Trilogy Healthcare of Fayette I, LLC. The REIT acquired the property for 
U.S.$14,123,350, as adjusted pursuant to the terms of the acquisition agreement, with an expected initial rental 
income of $1,205,745 per year. The purchase was financed by the sale of the Avalon Springs Health Campus and 
existing cash. 

Acquisition Activity 

Consistent with its past practice and in the normal course, the REIT may have outstanding non-binding 
letters of intent and/or conditional agreements or may otherwise be engaged in discussions with respect to possible 
acquisitions of new properties which may or may not be material. However, there can be no assurance that any of 
these letters, agreements and/or discussions will result in an acquisition and, if they do, what the final terms or 
timing of any acquisition would be. The REIT expects to continue to actively pursue other acquisition and 
investment opportunities during the course of the Offering. 
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CONSOLIDATED CAPITALIZATION OF THE REIT 

The following table sets forth the pro forma consolidated capitalization of the REIT as at June 30, 2013, 
both before and after giving effect to the Offering and other issuances of securities subsequent to such date. The 
figures set forth below do not account for the exercise, if any, of the Over-Allotment Option.  

 

As at June 30, 2013 
before giving effect to 

the Offering  

As at June 30, 2013 
after giving effect to the 

Offering and the offering of 
6.59 million Units in July 2013 
(including Units issued on the 
exercise of the over-allotment 
option) and the acquisitions of 

the Wellbrooke of Westfield and 
Wellbrooke of Avon properties, 
the SP II Senior Care Portfolio 

and the Continuum Senior Care 
Portfolio 

Indebtedness   

Mortgages payable, line of 
credit and notes payable(1) 

$206,493,250 $267,083,101 
 

Debentures -- $47,925,000 

Development bonds $28,159,314 $44,325,480 

Exchangeable Units(2) $25,872,000 $41,369,372 

Unitholders’ Equity   

Units $169,904,942 $235,084,080 

Special Voting Units -- -- 

Total $430,429,506 $635,787,033 

____________ 
(1) Net of financing fees of $3,787,512 ($6,813,080 after giving effect to the Offering and other pro forma adjustments). 

(2) The Exchangeable Units are substantially economically equivalent to Units and exchangeable for Units on a one-for-one 
basis, but under IFRS, the Exchangeable Units are required to be shown as debt on the REIT’s financial statements. 

EARNINGS COVERAGE 

The following table sets forth the adjusted earnings coverage ratios for the year ended December 31, 2012 
and the 12-month period ended June 30, 2013. The earnings coverage ratios set forth below were prepared in 
accordance with applicable Canadian disclosure requirements derived from the REIT’s audited consolidated 
financial statements for the year ended December 31, 2012 and the unaudited condensed consolidated financial 
statements for the three and six month periods ended June 30, 2013 and 2012. The earnings coverage ratios for the 
12-month period ended June 30, 2013 were prepared by taking financial information derived from the REIT’s 
audited consolidated financial statements for the year ended December 31, 2012 and financial information derived 
from the unaudited consolidated financial statements for the three and six month periods ended June 30, 2013 and 
2012. 

 12-month period ended 
June 30, 2013 

Year ended 
December 31, 2012 

Adjusted Earnings Coverage Ratio(1) .........................................................  0.92 0.66 
Supplemental Earnings Coverage Ratio(2, 3) ...............................................  1.33 0.76 
Adjusted(1)   
Earnings Coverage Ratio ...........................................................................  0.92 0.66 
Earnings before interest and income taxes .................................................  17,950,363 11,434,530 
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Interest Requirement ..................................................................................  19,568,380 17,451,191 

Earnings Shortfall ......................................................................................  (1,618,017) (6,016,661) 

Supplemental(2, 3)   
Earnings Coverage Ratio ...........................................................................  1.33 0.76 
Earnings before interest and income taxes .................................................  21,537,937 11,436,596 
Interest Requirement(3) ...............................................................................  16,213,164 15,115,546 

Earnings Excess (Shortfall) ........................................................................  5,324,773 (3,678,950) 
   
   
____________ 
(1) The adjusted earnings coverage ratios have been calculated to include the pro forma effect of the Offering, the impact 

of the intended use of proceeds of the Offering and the impact of issuing financial liabilities (net of repayments) 
subsequent to December 31, 2012 and June 30, 2013, respectively. 

(2) Under IFRS, investment properties and the Exchangeable Units liability are recorded at fair value, which has a non-
cash impact on earnings, and development lease payments received are recorded as a reduction in the asset rather than 
as revenue. In addition, borrowing costs under IFRS include distributions on the Exchangeable Units. The supplemental 
earnings coverage ratios have been presented without the earnings effect of these fair value adjustments, the inclusion 
of development lease payments in earnings and without the borrowing effect of the distributions on the Exchangeable 
Units. The fair value adjustment for investment properties for the 12-month period ended June 30, 2013 was a 
$361,480 loss and for the year ended December 31, 2012 was a $3,778,934 gain. The fair value adjustment for the 
Exchangeable Units liability for the 12-month period ended June 30, 2013 was a $1,632,000 loss and for the year ended 
December 31, 2012 was a $2,712,000 loss. The payments received on the development leases for the 12-month period 
ended June 30, 2013 were 1,594,094 and for the year ended December 31, 2012 were $1,069,000. The adjusted 
distributions on Exchangeable Units for the 12-month period ended June 30, 2013 were 3,355,216 and for the year 
ended December 31, 2012 were $2,335,645. 

(3) Supplemental figures are non-IFRS measures. 

The REIT’s interest requirements, after giving pro forma effect to the Offering, the impact of the intended 
use of proceeds of the Offering and the impact of issuing financial liabilities (net of repayments) subsequent to 
December 31, 2012 and June 30, 2013, respectively, amounted to $17,451,191for the 12-month period ended 
December 31, 2012 and $19,568,380 for the 12-month period ended June 30, 2013. 

The REIT’s earnings before interest and income tax, for the 12-month period ended December 31, 2012, 
was $11,434,530, which is 0.66 times the REIT’s adjusted interest requirements for this period. The foregoing does 
not take into account any income associated with the asset sales and acquisitions that have occurred since December 
31, 2012 and thus does not include the income from the acquisitions of the SP I Senior Care Portfolio, the properties 
in Westfield and Avon, Indiana, the SP II Senior Care Portfolio or the Continuum Senior Care Portfolio. However, 
the foregoing does include the debt associated with those acquisitions. In order for the 12-month period ended 
December 31, 2012 to have an earnings coverage ratio of 1.00, there would need to be $6,016,661in additional 
earnings before interest and taxes. Management believes there is adequate rental income from the aforementioned 
acquisitions to exceed the additional needed earnings to achieve an earnings coverage ratio of 1.0 times. 

The REIT’s earnings before interest and income tax for the 12-month period ended June 30, 2013 was 
$17,950,363, which is 0.92 times the REIT’s adjusted interest requirements for this period. The foregoing does not 
take into account any income associated with the asset sales and acquisitions that have occurred since June 30, 2013 
and thus does not include the income from the acquisitions of the properties in Westfield and Avon, Indiana, the SP 
II Senior Care Portfolio or the Continuum Senior Care Portfolio. However, the foregoing does include the debt 
associated with those acquisitions. In order for the 12-month period ended June 30, 2013 to have an earnings 
coverage ratio of 1.00, there would need to be $1,618,017 in additional earnings before interest and taxes. 
Management believes there is adequate rental income from the aforementioned acquisitions to exceed the additional 
needed earnings to achieve an earnings coverage ratio of 1.0 times. 

USE OF PROCEEDS 

The estimated net proceeds to the REIT from its sale of the Debentures, after deducting the Underwriters’ 
fee of $1,875,000 and the estimated expenses of this Offering of $200,000, but before giving effect to any exercise 
of the Over-Allotment Option, will be approximately $47,925,000. The REIT intends to use the net proceeds from 



- 10 - 

 

the Offering to repay indebtedness outstanding under its credit facilities, replacing shorter-term debt with longer 
term debt, and for general trust purposes. The indebtedness to be repaid was incurred within the two preceding years 
and was incurred to finance acquisitions and for general trust purposes. 

DESCRIPTION OF THE DEBENTURES 

The following is a summary of the material attributes and characteristics of the Debentures. This summary 
does not purport to be complete and is subject to, and qualified in its entirety by, reference to the terms of the 
Indenture. 

General 

The Debentures will be issued under the Indenture to be entered into between the REIT and the Debenture 
Trustee on or prior to the Closing Date. The Debentures will be limited to the aggregate principal amount of 
$57,500,000 (including the aggregate principal amount of any Debentures issuable upon exercise of the Over-
Allotment Option). The REIT may, however, from time to time, without the consent of the holders of the 
outstanding debentures of the REIT, issue debentures in addition to the Debentures offered hereby. 

The Debentures will be dated as of the Closing Date and will mature on the Maturity Date. The Debentures 
will be issuable only in denominations of $1,000 and integral multiples thereof and will bear interest from and 
including the date of issue at 5.75% per annum, which will be payable semi-annually in arrears on May 31 and 
November 30 in each year, commencing on May 31, 2014. The first interest payment will include interest accrued 
from the Closing Date to, but excluding, May 31, 2014. 

The principal amount of the Debentures will be payable in lawful money of Canada or at the option of the 
REIT and subject to applicable regulatory approval, by the issuance of Units as further described under “Payment 
upon Redemption or Maturity”. The interest on the Debentures is payable in lawful money of Canada including, at 
the option of the REIT and subject to applicable regulatory approval, in accordance with the Unit Interest Payment 
Election as described under “Interest Payment Election”. 

The Debentures will be direct obligations of the REIT and will not be secured by any mortgage, pledge, 
hypothec or other charge and will be subordinated to other liabilities of the REIT as described under 
“Subordination”. The Indenture will not restrict the REIT from incurring additional indebtedness for borrowed 
money or from mortgaging, pledging or charging its properties to secure any indebtedness. 

TSX Listing 

The REIT has applied to list the Debentures (including the Debentures issuable pursuant to the Over-
Allotment Option) and the Units issuable upon the conversion, redemption or maturity of the Debentures on the 
TSX. Listing will be subject to the REIT fulfilling all the listing requirements of the TSX. 

Conversion Privilege 

The Debentures will be convertible at the holder’s option into fully paid Units at any time prior to the close 
of business on the earlier of the business day immediately preceding the business day preceding the Maturity Date 
and the business day immediately preceding the date specified by the REIT for redemption of the Debentures, at the 
Conversion Price, being $14.00 per Unit and representing a conversion rate of approximately 71.4286 Units for each 
$1,000 principal amount of Debentures, subject to adjustment upon the occurrence of certain events in accordance 
with the provisions of the Indenture. Notwithstanding the foregoing, no Debenture may be converted on the last 
business day preceding an Interest Payment Date or the Maturity Date. 

Holders converting their Debentures will receive accrued and unpaid interest thereon for the period from 
the last Interest Payment Date prior to conversion (or the date of issue of the Debentures if no interest has yet been 
paid by the REIT) to and including the last record date declared for determining the Unitholders entitled to receive 
distributions on Units prior to such conversion. In the event that distributions have been suspended (or notice has 
been given of such suspension), then in addition to the applicable number of Units to be received on conversion, a 
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holder will be entitled to receive accrued and unpaid interest for the period from the last Interest Payment Date prior 
to the date of conversion to, but excluding, the date of conversion. 

Subject to the provisions thereof, the Indenture will provide for the adjustment of the Conversion Price in 
certain events including: (a) the subdivision or consolidation of the outstanding Units; (b) the distribution of Units or 
securities exchangeable or convertible into Units to holders of all or substantially all of the outstanding Units by way 
of distribution or otherwise; (c) the issuance of options, rights or warrants to all or substantially all holders of Units 
entitling them to acquire Units or other securities convertible into Units at a price per Unit less than 95% of the 
Current Market Price on the record date for such issuance; and (d) the distribution to all holders of Units of any 
securities or assets. There will be no adjustment of the Conversion Price in respect of certain events described in (b), 
(c) or (d) above if the holders of the Debentures are allowed to participate as though they had converted their 
Debentures prior to the applicable record date or effective date, as the case may be. The REIT will not be required to 
make adjustments in the Conversion Price unless the cumulative effect of such adjustments would change the 
Conversion Price by at least 1%. 

In the case of any reclassification or capital reorganization (other than a change resulting from 
consolidation or subdivision) of the Units or in the case of any consolidation, amalgamation, merger, arrangement, 
acquisition or business combination of the REIT with or into any other entity, or in the case of any sale or 
conveyance of the properties and assets of the REIT as, or substantially as, an entirety to any other entity, or a 
liquidation or termination of the REIT, the terms of the conversion privilege shall be adjusted so that each holder of 
a Debenture will, after such reclassification, capital reorganization, consolidation, amalgamation, merger, 
arrangement, acquisition, business combination, sale, conveyance, liquidation or termination, be entitled to receive 
that number of Units or other securities or property on the exercise of the conversion right that such holder would be 
entitled to receive if, on the effective date thereof, it had been the registered holder of the number of Units into 
which the Debenture was convertible prior to the effective date of such reclassification, capital reorganization, 
consolidation, amalgamation, merger, arrangement, acquisition, business combination, sale, conveyance, liquidation 
or termination. 

No fractional Units will be issued on any conversion but in lieu thereof the REIT will satisfy fractional 
interests by a cash payment equal to the Current Market Price on the relevant date of any fractional interest. 

Redemption and Purchase 

The Debentures may not be redeemed by the REIT prior to November 30, 2016 (except in certain limited 
circumstances following a Change of Control). On or after November 30, 2016 and prior to November 30, 2017, the 
Debentures may be redeemed by the REIT, in whole or in part from time to time, at the option of the REIT on not 
more than 60 days and not less than 30 days prior notice at a price equal to their principal amount plus accrued and 
unpaid interest thereon up to, but excluding, the date fixed for redemption, provided that the Current Market Price 
on the date on which the notice of redemption is given is not less than 125% of the Conversion Price. 

On or after November 30, 2017 and prior to the Maturity Date, the Debentures may be redeemed in whole 
or in part from time to time at the option of the REIT on not more than 60 days and not less than 30 days prior notice 
at a price equal to their principal amount plus accrued and unpaid interest thereon up to, but excluding, the date 
fixed for redemption. 

In the case of redemption of less than all of the Debentures, the Debentures to be redeemed will be selected 
by the Debenture Trustee on a pro rata basis or in such other manner as the Debenture Trustee deems equitable. 

Provided that no Event of Default has occurred and is continuing, and subject to applicable laws, the REIT 
will have the right under the Indenture to purchase Debentures in the market in the ordinary course, by tender or by 
private contract. 

Payment upon Redemption or Maturity 

On the date of redemption or on the Maturity Date, the REIT will repay the indebtedness represented by the 
Debentures by paying to the Debenture Trustee in lawful money of Canada an amount equal to the aggregate 
principal amount of the outstanding Debentures which are to be redeemed or which have matured, as applicable, 
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together with accrued and unpaid interest thereon up to, but excluding, the date fixed for redemption or the Maturity 
Date, as applicable. The REIT may, at its option, on not more than 60 days and not less than 40 days prior notice, 
subject to applicable regulatory approval and provided no Event of Default has occurred and is continuing, elect to 
satisfy its obligation to pay the principal amount of the Debentures which are to be redeemed or the principal 
amount of the Debentures which are due on the Maturity Date, in whole or in part, as the case may be, by issuing 
freely tradeable Units to the holders of the Debentures. Any accrued and unpaid interest up to, but excluding, the 
date fixed for redemption or Maturity Date, as applicable, will be paid in cash. The number of Units to be issued will 
be determined by dividing the aggregate principal amount of the outstanding Debentures which are to be redeemed 
or which have matured by 95% of the Current Market Price on the date fixed for redemption or the Maturity Date, as 
applicable. 

No fractional Units will be issued on redemption or maturity but in lieu thereof the REIT shall satisfy 
fractional interests by a cash payment equal to the Current Market Price on the date fixed for redemption or the 
Maturity Date, as the case may be, of any fractional interest. 

Cancellation 

All Debentures redeemed or purchased by the REIT will be surrendered to the Debenture Trustee, will be 
cancelled and may not be reissued or resold. 

Subordination 

The payment of the principal of, and interest on, the Debentures will be subordinated in right of payment, 
as set forth in the Indenture, to the prior payment in full of all Senior Indebtedness. “Senior Indebtedness” will be 
defined in the Indenture as the principal of and interest on and other amounts in respect of all indebtedness 
(including any indebtedness to trade creditors) for borrowed money of the REIT (whether outstanding at the date of 
the Indenture or thereafter created, incurred, assumed or guaranteed), other than indebtedness evidenced by the 
Debentures and all other existing and future debentures and indebtedness which, by the terms of the contract or 
instrument creating or evidencing the indebtedness, or pursuant to which the indebtedness is outstanding, is 
expressed to be pari passu with, or subordinate in right of payment to, the Debentures. 

Subject to statutory or preferred exceptions or as may be specified by the terms of any particular securities, 
each debenture issued under the Indenture will rank pari passu with each other debenture except for sinking fund 
provisions (if any) applicable to different series of debentures. 

The Indenture will provide that in the event of any insolvency or bankruptcy proceedings, or any 
receivership, liquidation, reorganization or other similar proceedings relative to the REIT, or to its property or 
assets, or in the event of any proceedings for voluntary liquidation, dissolution or other winding-up of the REIT, 
whether or not involving insolvency or bankruptcy, or any marshalling of the assets and liabilities of the REIT, those 
holders of Senior Indebtedness will receive payment in full before the holders of Debentures will be entitled to 
receive any payment or distribution of any kind or character, whether in cash, property or securities, which may be 
payable or deliverable in any such event in respect of any of the Debentures or any unpaid interest accrued thereon. 

The Indenture will also provide that the REIT will not make any payment, and the holders of the 
Debentures will not be entitled to demand, institute proceedings for the collection of, or receive any payment or 
benefit (including without any limitation by set-off, combination of accounts or realization of security or otherwise 
in any manner whatsoever) on account of indebtedness represented by the Debentures: (a) in a manner inconsistent 
with the terms (as they exist on the date of issue) of the Debentures; (b) at any time when a default with respect to 
any Senior Indebtedness permitting the holders thereof to accelerate the maturity thereof has occurred under the 
Senior Indebtedness and is continuing, unless the Senior Indebtedness has been repaid in full. 

The Debentures will also be effectively subordinate to claims of creditors of the REIT and the REIT’s 
subsidiaries relating to all indebtedness, liabilities and obligations of the REIT or its subsidiaries for the payment of 
which the REIT is responsible or liable, whether absolutely or contingently. Specifically, the Debentures will be 
subordinated and postponed in right of payment to the prior payment in full of all indebtedness under any credit 
facility of the REIT. 
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Change of Control 

Within 30 days following the occurrence of a Change of Control, the REIT will be required to make an 
offer in writing to purchase all of the Debentures then outstanding (the “Debenture Offer”), at a price equal to 
101% of the principal amount thereof plus accrued and unpaid interest thereon up to, but excluding, the date of 
purchase (the “Debenture Offer Price”). A “Change of Control” will be defined in the Indenture as (i) the 
acquisition by any person, or group of persons acting jointly or in concert, of voting control or direction over an 
aggregate of 50% or more of the then outstanding Units on a fully diluted basis or (ii) the sale or other transfer of all 
or substantially all of the consolidated assets of the REIT. 

The Indenture will contain notification and repurchase provisions requiring the REIT to give written notice 
to the Debenture Trustee of the occurrence of a Change of Control within 30 days of such event together with the 
Debenture Offer. The Debenture Trustee will thereafter promptly mail to each holder of Debentures a notice of the 
Change of Control together with a copy of the Debenture Offer to repurchase all the outstanding Debentures. 

If 90% or more of the aggregate principal amount of the Debentures outstanding on the date of the giving 
of notice of the Change of Control to the Debenture Trustee have been tendered to the REIT pursuant to the 
Debenture Offer, the REIT will have the right to redeem all the remaining Debentures at the Debenture Offer Price. 

Notice of such redemption must be given by the REIT to the Debenture Trustee within ten days following 
the expiry of the Debenture Offer, and as soon as possible thereafter, by the Debenture Trustee to the holders of the 
Debentures not tendered pursuant to the Debenture Offer. 

Interest Payment Election 

Unless an Event of Default has occurred and is continuing, the REIT may elect, from time to time, subject 
to applicable regulatory approval, to satisfy its obligation to pay interest on the Debentures (the “Interest 
Obligation”), on an Interest Payment Date, (i) in cash; (ii) by delivering sufficient freely tradeable Units to the 
Debenture Trustee, for sale, to satisfy the Interest Obligation on the Interest Payment Date, in which event holders of 
the Debentures will be entitled to receive a cash payment equal to the interest payable from the proceeds of the sale 
of such Units (the “Unit Interest Payment Election”); or (iii) any combination of (i) and (ii) above. 

The Indenture will provide that, upon the REIT making a Unit Interest Payment Election, the Debenture 
Trustee shall: (i) accept delivery from the REIT of Units; (ii) accept bids with respect to, and consummate sales of, 
such Units, each as the REIT shall direct in its absolute discretion through the investment banks, brokers or dealers 
identified by the REIT; (iii) invest the proceeds of such sales in securities issued or guaranteed by the Government 
of Canada which mature prior to the applicable Interest Payment Date, and use the proceeds received from 
investment in such permitted government securities, together with any additional cash provided by the REIT, to 
satisfy the Interest Obligation; and (iv) perform any other action necessarily incidental thereto. 

The Indenture will set forth the procedures to be followed by the REIT and the Debenture Trustee in order 
to effect the Unit Interest Payment Election. If a Unit Interest Payment Election is made, the sole right of a holder of 
Debentures in respect of interest will be to receive a cash payment equal to the interest owed on their Debentures 
from the Debenture Trustee out of the proceeds of the sale of Units (plus any amount received by the Debenture 
Trustee from the REIT) in full satisfaction of the Interest Obligation, and the holder of such Debentures will have no 
further recourse to the REIT in respect of the Interest Obligation. 

Neither the REIT’s making of the Unit Interest Payment Election nor the consummation of sales of Units 
will: (a) result in the holders of the Debentures not being entitled to receive on the applicable Interest Payment Date 
cash in an aggregate amount equal to the interest payable on such Interest Payment Date; or (b) entitle such holders 
to receive any Units in satisfaction of the Interest Obligation. 

The TSX has not approved, conditionally or otherwise, the listing of any Units issued pursuant to the Unit 
Interest Payment Election. Such approval would be sought by the REIT in the event it elects to make a Unit Interest 
Payment Election. 
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Events of Default 

The Indenture will provide that an event of default (“Event of Default”) in respect of the Debentures will 
occur if any one or more of the following described events has occurred and is continuing with respect to the 
Debentures: (a) failure for 15 days to pay interest on the Debentures when due; (b) failure to pay principal or 
premium, if any, on the Debentures when due whether at maturity, upon redemption, by declaration or otherwise 
(whether such payment is due in cash, Units or other securities or property or a combination thereof); (c) a decree or 
order of a court having jurisdiction is entered adjudging the REIT a bankrupt or insolvent under the Bankruptcy and 
Insolvency Act (Canada) or any other bankruptcy, insolvency or analogous laws, or issuing sequestration or process 
of execution against, or against any substantial part of, the property of the REIT, or appointing a receiver of, or of 
any substantial part of, the property of the REIT or ordering the winding-up or liquidation of its affairs, and any such 
decree or order continues unstayed and in effect for a period of 60 days; (d) the REIT institutes proceedings to be 
adjudicated a bankrupt or insolvent, or consents to the institution of bankruptcy or insolvency proceedings against it 
under the Bankruptcy and Insolvency Act (Canada) or any other bankruptcy, insolvency or analogous laws, or 
consents to the filing of any such petition or to the appointment of a receiver of, or of any substantial part of, the 
property of the REIT or makes a general assignment for the benefit of creditors, or admits in writing its inability to 
pay its debts generally as they become due; (e) a resolution is passed for the winding-up or liquidation of the REIT, 
except in the course of carrying out or pursuant to a transaction in respect of which certain conditions are duly 
observed and performed; (f) after the date of the Indenture, any proceedings with respect to the REIT are taken with 
respect to a compromise or arrangement with respect to creditors of the REIT generally, under the applicable 
legislation of any jurisdiction; (g) default in the delivery, when due, of any Units or other consideration payable on 
conversion with respect to the Debentures, which default continues for 15 days; (h) the REIT fails to comply with 
the restrictions on amalgamation, merger and sale of certain assets as set out in the Indenture; or (i) default in the 
observance or performance of a material covenant contained in certain sections of the Indenture regarding covenants 
of the REIT by the REIT for a period of 30 days after notice in writing has been given by the Debenture Trustee to 
the REIT specifying such default and requiring the REIT to remedy such default. If an Event of Default has occurred 
and is continuing, the Debenture Trustee may, in its discretion, and shall, upon request of holders of not less than 
25% of the principal amount of the Debentures issued under the Indenture, declare the principal of and interest on all 
outstanding Debentures issued under the Indenture to be immediately due and payable. In certain cases, the holders 
of Debentures representing more than 50% of the outstanding principal amount of the Debentures issued under the 
Indenture may, on behalf of the holders of all the Debentures issued under the Indenture, waive any Event of Default 
and/or cancel any such declaration upon such terms as such holders shall prescribe. 

Offers for Debentures 

The Indenture will contain provisions to the effect that if an offer is made for Debentures, which would be 
a take-over bid for Debentures within the meaning of Multilateral Instrument 62-104 “Take-Over Bids and Issuer 
Bids” if Debentures were considered equity securities and not less than 90% of the debentures issued under the 
Indenture (other than debentures held at the date of the take-over bid by or on behalf of the offeror or associates or 
affiliates of the offeror) are taken up and paid for by the offeror, the offeror will be entitled to acquire the debentures 
issued under the Indenture held by the holders of debentures issued under the Indenture who did not accept the offer 
on the terms offered by the offeror. 

Modification 

The rights of the holders of the Debentures as well as any other series of debentures that may be issued 
under the Indenture may be modified in accordance with the terms of the Indenture. For that purpose, among others, 
the Indenture will contain certain provisions which will make binding on all holders of Debentures resolutions 
passed at meetings of the holders of Debentures by votes cast thereat by holders of Debentures representing not less 
than 66⅔% of the principal amount of the Debentures present at the meeting or represented by proxy, or rendered by 
instruments in writing signed by the holders of not less than 66⅔% of the principal amount of the Debentures. In 
certain cases, the modification will, instead or in addition, require assent by the holders of the required percentage of 
debentures of each affected series. 
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Book-Entry System for Debentures 

The Debentures will be issued in “book-entry only” form and must be purchased or transferred through a 
participant in the depository service of CDS (a “Participant”). On the Closing Date, the Debenture Trustee will 
cause the Debentures to be delivered to CDS and registered in the name of its nominee. 

Unless the book-entry only system is terminated as described below, a purchaser acquiring a beneficial 
interest in the Debentures (a “Beneficial Debenture Owner”) will not be entitled to receive a certificate for 
Debentures, or, unless requested, for the Units issuable on the conversion, redemption or maturity of the Debentures. 
Purchasers of Debentures will not be shown on the records maintained by CDS, except through a Participant. 

Beneficial interests in Debentures will be represented solely through the book-entry only system and such 
interests will be evidenced by customer confirmations of purchase from the registered dealer from which the 
applicable Debentures are purchased in accordance with the practices and procedures of that registered dealer. In 
addition, registration of interests in and transfers of the Debentures will be made only through the depository service 
of CDS. 

Investors should be aware that they (subject to the situations described below): (a) may not have 
Debentures registered in their name; (b) may not have physical certificates representing their interest in the 
Debentures; (c) may not be able to sell the Debentures to institutions required by law to hold physical certificates for 
securities they own; and (d) may be unable to pledge Debentures as security. 

The Debentures will be issued to Beneficial Debenture Owners thereof in fully registered and certificated 
form (the “Debenture Certificates”) only if: (a) required to do so by applicable law, including where a Debenture 
Certificate requires the addition of a legend under applicable securities laws; (b) the book-entry only system ceases 
to exist; (c) CDS advises the Debenture Trustee that CDS is no longer willing or able to properly discharge its 
responsibilities as depository with respect to the Debentures and the REIT is unable to locate a qualified successor; 
(d) the REIT, at its option, decides to terminate the book-entry only system through CDS; or (e) after the occurrence 
of an Event of Default that is continuing, Participants acting on behalf of Beneficial Debenture Owners representing, 
in the aggregate, more than 25% of the aggregate principal amount of the Debentures then outstanding advise CDS 
in writing that the continuation of a book-entry only system through CDS is no longer in their best interest, provided 
the Debenture Trustee has not waived the Event of Default in accordance with the terms of the Indenture. 

Upon the occurrence of any of the events described in the immediately preceding paragraph, the Debenture 
Trustee must notify CDS, for and on behalf of Participants and Beneficial Debenture Owners, of the availability 
through CDS of Debenture Certificates. Upon surrender by CDS of any global certificates representing the 
Debentures, and receipt of instructions from CDS for the new registrations, the Debenture Trustee will deliver the 
Debentures in the form of Debenture Certificates and thereafter the REIT will recognize the holders of such 
Debenture Certificates as Debenture holders under the Indenture. 

Interest on the Debentures will be paid directly to CDS while the book-entry only system is in effect. If 
Debenture Certificates are issued, interest will be paid by cheque drawn on the REIT and sent by prepaid mail to the 
registered holder or by such other means as may become customary for the payment of interest. Payment of 
principal, including payment in the form of Units if applicable, and the interest due, at maturity or on a redemption 
date, will be paid directly to CDS while the book-entry only system is in effect. If Debenture Certificates are issued, 
payment of principal, including payment in the form of Units if applicable, and interest due, at maturity or on a 
redemption date, will be paid upon surrender thereof at any office of the Debenture Trustee or as otherwise specified 
in the Indenture. 

Neither the REIT nor the Underwriters will assume any liability for: (a) any aspect of the records relating to 
the Beneficial Debenture Owners or the Debentures held by CDS or any payments relating thereto; (b) maintaining, 
supervising or reviewing any records relating to the Debentures; or (c) any advice or representation made by or with 
respect to CDS and contained in this prospectus and relating to the rules governing CDS or any action to be taken by 
CDS or at the direction of a Participant. The rules governing CDS provide that it acts as the agent and depository for 
the Participants. As a result, Participants must look solely to CDS and Beneficial Debenture Owners must look 
solely to Participants for any payments relating to the Debentures, paid by or on behalf of the REIT to CDS. 
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Governing Law 

Each of the Indenture and the Debentures will be governed by, and construed in accordance with, the laws 
of the Province of Ontario and the federal laws of Canada applicable therein applicable to contracts executed and to 
be performed entirely in such Province. 

DESCRIPTION OF UNITS 

General 

The REIT is authorized to issue an unlimited number of Units and Special Voting Units pursuant to the 
Declaration of Trust. As at November 1, 2013, there were 25,470,888 units and 3,879,920 Special Voting Units 
outstanding. 

The following is a summary of the material attributes and characteristics of the Units. For additional 
information respecting the Units, including restrictions on non-resident Unitholders, the redemption rights attached 
to the Units, provisions for the repurchase of Units by the REIT from time to time and meetings of Unitholders, see 
the Declaration of Trust (available at www.sedar.com) and the section entitled “Description of Units and Declaration 
of Trust” starting at page 37 of the AIF. 

Units 

No Unit has any preference or priority over another. Each Unit represents a Unitholder’s proportionate 
undivided beneficial ownership interest in the REIT and confers the right to one vote at any meeting of unitholders 
and to participate pro rata in any distributions by the REIT, whether of net income, net realized capital gains or 
other amounts and, in the event of termination or winding-up of the REIT, in the net assets of the REIT remaining 
after satisfaction of all liabilities. Units will be fully paid and non-assessable when issued and are transferable. The 
Units are redeemable at the holder’s option in accordance with the terms of the Declaration of Trust. Except as set 
out under “Arrangements with Mainstreet – Retained Interest” in the AIF, the Units have no other conversion, 
retraction, redemption or pre-emptive rights. Fractional Units may be issued as a result of an act of the Trustees, but 
fractional Units will not entitle the holders thereof to vote, except to the extent that such fractional Units may 
represent in the aggregate one or more whole Units. 

Special Voting Units 

Special Voting Units have no economic entitlement in the REIT but entitle the holder to one vote per 
Special Voting Unit at any meeting of the unitholders. Special Voting Units may only be issued in connection with 
or in relation to Class B Units or Canadian Class B Units for the purpose of providing voting rights with respect to 
the REIT to the holders of such securities. Special Voting Units are issued in conjunction with the Class B Units or 
Canadian Class B Units to which they relate, and are evidenced only by the certificates representing such securities. 
Special Voting Units are not transferable separately from the Class B Units or Canadian Class B Units to which they 
are attached and are automatically transferred upon the transfer of such securities. Upon the exchange or surrender 
of a Class B Unit or Canadian Class B Unit for a Unit, the Special Voting Unit attached to such security will 
automatically be redeemed and cancelled for no consideration without any further action of the Trustees, and the 
former holder of such Special Voting Unit will cease to have any rights with respect thereto. 

Non-Certificated Inventory System 

Other than pursuant to certain exceptions, registration of interests in and transfers of Units held through 
CDS or its nominee will be made electronically through the NCI system of CDS. Units held in CDS must be 
purchased, transferred and surrendered for redemption through a CDS participant, which includes securities brokers 
and dealers, banks and trust companies. All rights of Unitholders who hold Units in CDS must be exercised through, 
and all payments or other property to which such Unitholders are entitled will be made or delivered by CDS or the 
CDS participant through which the Unitholder holds such Units. A holder of a Unit participating in the NCI system 
will not be entitled to a certificate or other instrument from the REIT or the REIT’s transfer agent evidencing that 
person’s interest in or ownership of Units, nor, to the extent applicable, will such Unitholder be shown on the 
records maintained by CDS, except through an agent who is a CDS participant. The ability of a beneficial owner of 
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Units to pledge such Units or otherwise take action with respect to such Unitholder’s interest in such Units (other 
than through a CDS Participant) may be limited due to the lack of a physical certificate. 

Limitation on Non-Resident Ownership 

In order for the REIT to maintain its status as a “mutual fund trust” under the Tax Act, the REIT must not 
be established or maintained primarily for the benefit of Non-Residents. Accordingly, at no time may Non-Residents 
be the beneficial owners of more than 49% of the Units (determined on a basic or fully diluted basis) and the transfer 
agent and registrar has been informed of this restriction. The Trustees may require declarations as to the jurisdictions 
in which beneficial owners of Units are resident. If the Trustees become aware, as a result of requiring such 
declarations as to beneficial ownership or otherwise, that the beneficial owners of 49% of the Units (determined on a 
basic or fully diluted basis) then outstanding are, or may be, Non-Residents or that such a situation is imminent, the 
Trustees may make a public announcement thereof and the Transfer Agent will not accept a subscription for Units 
from or issue Units to a person unless the person provides a declaration that the person is not a Non-Resident. If, 
notwithstanding the foregoing, the Trustees determine that more than 49% of the Units (determined on a basic or 
fully diluted basis) are held by Non-Residents, the Trustees may send a notice to Non-Resident holders of Units, 
chosen in inverse order to the order of acquisition or registration or in such manner as the Trustees may consider 
equitable and practicable, requiring them to sell their Units or a portion thereof within a specified period of not less 
than 60 days. If the Unitholders receiving such notice have not sold the specified number of Units or provided the 
Trustees with satisfactory evidence that they are not Non-Residents within such period, the Trustees may, on behalf 
of such Unitholders, sell such Units and, in the interim, must suspend the voting and distribution rights attached to 
such Units. Upon such sale the affected holders will cease to be holders of Units and their rights will be limited to 
receiving the net proceeds of sale, subject to the right to receive payment of any distribution declared by the 
Trustees which is unpaid and owing to such Unitholders. The Trustees will have no liability for the amount received 
provided that they act in good faith. 

Distribution Reinvestment Plan 

In August 2012, the REIT adopted the DRIP, enabling qualified Unitholders to reinvest their cash 
distributions, net of any applicable withholding taxes, into additional Units. Unitholders participating in the DRIP 
receive a “bonus distribution” of Units equal in value to 3% of each distribution. Equity Financial Trust Company is 
the plan agent for the DRIP, and acts on behalf of the participants. Unitholders wishing to participate in the DRIP 
should contact their investment advisor to enrol in the DRIP. 

Rights of Unitholders 

The Units are not “deposits” within the meaning of the Canada Deposit Insurance Corporation Act 
(Canada) and are not insured under the provisions of such Act or any other legislation. The Units are not shares in 
the REIT and holders do not have statutory rights of shareholders of a corporation incorporated under either the 
Business Corporations Act (Ontario) or the Canada Business Corporations Act (Canada), including, for example, 
the right to bring “oppression” or “derivative” actions. Furthermore, the REIT is not a trust company and, 
accordingly, is not registered under any trust and loan company legislation as it does not carry on or intend to carry 
on the business of a trust company. 

PRIOR SALES 

The following table sets forth the details regarding all issuances of Units, including issuances of all 
securities convertible into Units, over the 12-month period prior to the date hereof: 

Date of Issue Security Issued Reason for Issuance 
Number of 

Securities Issued 
Price per 

Security ($) 

November 21, 2012  Units  Distribution Reinvestment Plan  5,132  $10.81 

December 20, 2012  Units  Distribution Reinvestment Plan  5,235  $10.82 

January 22, 2013  Units  Distribution Reinvestment Plan  5,155  $10.97 
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Date of Issue Security Issued Reason for Issuance 
Number of 

Securities Issued 
Price per 

Security ($) 

February 20, 2013  Units  Distribution Reinvestment Plan  5,569  $10.81 

March 21, 2013  Units  Distribution Reinvestment Plan  5,988  $10.65 

April 11, 2013  Units  Public Offering (and Over-
Allotment Option) 

6,670,000  $10.35 

April 17, 2013  Units  Distribution Reinvestment Plan  6,236  $10.27 

May 24, 2013  Units  Distribution Reinvestment Plan  8,288  $11.09 

June 20, 2013  Units  Distribution Reinvestment Plan  9,714  $10.44 

July 1, 2013   Class B Units  Acquisition of Property  446,481  $10.69 

July 23, 2013  Units  Public Offering (and Over-
Allotment Option) 

6,587,500  $10.45 

July 22, 2013  Units  Distribution Reinvestment Plan  10,396  $10.06 

July 31, 2013  Canadian Class B 
Units 

Acquisition of Property  985,198  $10.40 

August 21, 2013  Units  Distribution Reinvestment Plan  12,963  $9.64 

September 3, 2013  Class B Units  Acquisition of Property  48,241  $9.82 

September 20, 2013  Units  Distribution Reinvestment Plan  14,071  $9.52 

October 21, 2013  Units  Distribution Reinvestment Plan  13,380  $9.58 

 

Other than as set forth above or with respect to the Debentures to be issued pursuant to the Offering, there 
have been no material changes to the number of Units outstanding since June 30, 2013. 

PRICE RANGE AND TRADING VOLUME OF UNITS 

The Units are listed and posted for trading on the TSX under the trading symbol “HLP.UN”. The following 
table shows the monthly range of high and low prices per Unit and total monthly volumes traded on the TSX from 
the date of the completion of the IPO. 

Month 

Price per Unit 
Monthly High 

($) 

Price per Unit 
Monthly Low 

($) 

Total Monthly 
Volume 
(Units) 

October 2012 ............................................................... $11.68 $10.51 916,317 
November 2012 ........................................................... $11.70 $10.66 506,856 
December 2012 ............................................................ $11.50 $11.00 339,065 
January 2013 ................................................................ $11.45 $11.06 957,857 
February 2013 .............................................................. $11.31 $10.94 508,781 
March 2013 .................................................................. $11.04 $10.35 1,596,248 
April 2013 .................................................................... $11.37 $10.35 3,056,137 
May 2013 ..................................................................... $11.59 $10.80 1,541,064 
June 2013 ..................................................................... $11.15 $10.12 1,221,772 
July 2013 ..................................................................... $10.88 $10.17 1,583,833 
August 2013 ................................................................. $10.42 $9.38 1,223,192 
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Month 

Price per Unit 
Monthly High 

($) 

Price per Unit 
Monthly Low 

($) 

Total Monthly 
Volume 
(Units) 

September, 2013 .......................................................... $10.35 $9.62 987,979 
October, 2013 .............................................................. $10.23 $9.62 1,674,562 
November 1, 2013 ....................................................... $10.07 $10.00 42,579 

 
On November 1, 2013, being the last day on which the Units traded prior to the date hereof, the closing 

price of the Units on the TSX was $10.06. 

DISTRIBUTIONS 

The REIT intends to distribute a high percentage of its AFFO to Unitholders through pro rata monthly cash 
distributions to Unitholders (and equivalent distributions to holders of Class B Units by the Partnership and 
Canadian Class B Units by the Canadian Partnership, subject to certain adjustments). 

From the completion of the REIT’s IPO on June 20, 2012 to September 30, 2013, the REIT paid monthly 
distributions of $0.07083 per Unit to Unitholders, except for the first distribution which represented the stub period 
of June 20, 2012 to July 31, 2012 and accordingly consisted of a distribution to Unitholders in the amount of 
$0.0978 per Unit. 

Historical distribution payments of the REIT may not indicate future distribution payments, which will be 
subject to review by the Board of Trustees taking into account the prevailing financial circumstances of the REIT at 
the relevant time. 

Although the REIT intends to make distributions from AFFO to Unitholders, these distributions may be 
reduced or suspended. The actual amount distributed will depend on numerous factors including the financial 
performance of the REIT’s properties, debt covenants and other contractual obligations, working capital 
requirements and future capital requirements, all of which are subject to a number of risks. The market value of the 
Units may decline if the REIT is unable to meet its AFFO targets in the future, and that decline may be material. 

It is important for a person making an investment in Units to consider the particular risk factors that may 
affect both the REIT and the real estate industry in which the REIT operates and which may therefore affect the 
stability of the cash distributions on Units. See “Risk Factors”. 

PLAN OF DISTRIBUTION 

Pursuant to the Underwriting Agreement, the REIT has agreed to issue and sell, and the Underwriters have 
severally agreed to purchase on November 12, 2013, or such other date as may be agreed upon, but in any event not 
later than December 16, 2013, $50,000,000 aggregate principal amount of 5.75% convertible unsecured 
subordinated debentures, for an aggregate consideration of $48,125,000, payable in cash to the REIT, in accordance 
with the terms of the Underwriting Agreement, by the Underwriters against delivery of the Debentures on the 
Closing Date. The Underwriters will receive an aggregate fee of $1,875,000 (or 3.75% of the gross proceeds of the 
Offering). The Offering Price of the Debentures was determined by negotiation between the REIT and the 
Underwriters. 

The REIT has granted the Underwriters the Over-Allotment Option, exercisable in whole or in part at any 
one time up to 30 days after the closing of the Offering, to purchase up to an additional $7,500,000 principal amount 
of Debentures at the initial offering price. If the Over-Allotment Option is exercised in full, the total price to the 
public, the Underwriters’ fee and the net proceeds to the REIT, before deducting the expenses of the Offering, will 
be $57,500,000, $2,156,250 and $55,343,750, respectively. A purchaser who acquires Debentures forming part of 
the Over-Allotment Option acquires those Debentures under this prospectus, regardless of whether the 
Underwriters’ over-allotment position is ultimately filled through the exercise of the Over-Allotment Option or 
secondary market purchases. Pursuant to the Underwriting Agreement, if any Debentures are issued pursuant to the 
Over-Allotment Option on or prior to December 12, 2013, the REIT will be responsible for paying the accrued 
interest on those Debentures from the Closing Date until the closing of the Over-Allotment Option. 
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The TSX has conditionally approved the listing of the Debentures (including the Debentures issuable 
pursuant to the Over-Allotment Option) and the Units issuable upon the conversion, redemption or maturity of the 
Debentures. Listing is subject to the REIT fulfilling all the requirements of the TSX on or before January 24, 2014. 
Units of the REIT are currently listed for trading on the TSX under the symbol “HLP.UN”. The price of the Units on 
the TSX at the close of business on October 21, 2013 (the last trading day prior to the announcement of the 
Offering) was $10.19 per Unit. The price of the Units on the TSX at the close of business on November 1, 2013 was 
$10.06 per Unit. 

The obligations of the Underwriters under the Underwriting Agreement are several (and not joint and 
several) and conditional and may be terminated at their discretion upon the occurrence of certain stated events, 
including: (i) certain stated events materially adversely affecting the financial markets in Canada, (ii) material 
changes or the existence of or changes in certain material facts that in the reasonable opinion of the Underwriters 
could be expected to have a material adverse effect on the market price or value of the Debentures and (iii) certain 
proceedings or changes of law which, in the reasonable opinion of the Underwriters could be expected to have a 
material adverse effect on the market price or value of the Debentures. The Underwriters are, however, obligated to 
take up and pay for all of the Debentures if any of the Debentures are purchased under the Underwriting Agreement. 
The Underwriters are entitled under the Underwriting Agreement to indemnification by the REIT against certain 
liabilities and expenses. 

The Underwriters propose to offer the Debentures initially at the Offering Price. After the Underwriters 
have made a reasonable effort to sell all of the Debentures offered hereunder at the Offering Price, the Offering 
Price of the Debentures may be decreased and may be further changed from time to time by the Underwriters to 
amounts not greater than the Offering Price and, in such case, the compensation realized by the Underwriters will be 
decreased by the amount that the aggregate price paid by the purchasers for the Debentures is less than the gross 
proceeds paid by the Underwriters to the REIT. 

Pursuant to policy statements of certain securities regulators, the Underwriters may not, throughout the 
period of distribution, bid for or purchase Units or Debentures. The foregoing restriction is subject to exceptions, 
including on the condition that a bid or purchase is not engaged in for the purpose of creating actual or apparent 
active trading in, or raising the price of, the Units or Debentures. These exceptions include bids or purchases 
permitted under the bylaws and rules of the TSX relating to market stabilization and passive market making 
activities and bids or purchases made for and on behalf of a customer where the order was not solicited during the 
period of distribution. 

Under the first mentioned exception, in connection with this Offering, the Underwriters may over-allot or 
effect transactions that stabilize or maintain the price of the Units or Debentures at levels other than those which 
might otherwise prevail in the open market. Those transactions, if commenced, may be interrupted or discontinued 
at any time. 

The Underwriting Agreement provides that the REIT will not, directly or indirectly, issue any Units or 
securities or other financial instruments convertible into or having the right to acquire Units (other than pursuant to 
rights or obligations under securities or instruments outstanding) or enter into any agreement or arrangement under 
which the REIT acquires or transfers to another, in whole or in part, any of the economic consequences of ownership 
of Units, whether that agreement or arrangement may be settled by the delivery of Units or other securities or cash, 
or agree to become bound to do so, or disclose to the public any intention to do so, for a period of 90 days following 
the Closing Date without the prior written consent of BMO Nesbitt Burns Inc., which consent shall not be 
unreasonably withheld, provided that no such consent shall be required in connection with: (i) the issuance of 
securities by the REIT to a vendor in connection with acquisitions in the normal course of business; (ii) the issuance 
of securities pursuant to the incentive plans of the REIT and other Unit compensation arrangements; (iii) the 
issuance of Units pursuant to the REIT's distribution reinvestment plan; or (iv) the issuance of securities in 
connection with the obligations in respect of existing agreements, including the REIT’s development agreement, the 
Exchange Agreement and the Canadian Exchange Agreement. The Underwriting Agreement also provides that the 
REIT’s officers will also agree, prior to the Closing Date, not to sell, or agree to sell (or announce any intention to 
do so), any Units or securities exchangeable or convertible into Units for a period of 90 days from the Closing Date 
without the prior written consent of BMO Nesbitt Burns Inc., which consent shall not be unreasonably withheld. 
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This Offering is being made in each of the provinces and territories of Canada. The Debentures have not 
been and will not be registered under the U.S. Securities Act or any U.S. state securities laws and may not be offered 
or sold in the United States or to, or for the account or benefit of, U.S. persons except in transactions exempt from 
the registration requirements of the U.S. Securities Act and applicable state securities laws. Accordingly, except to 
the extent permitted by the Underwriting Agreement, the Debentures may not be offered or sold within the United 
States or to, or for the account or benefit of, U.S. persons. 

A book-based system global certificate evidencing the Debentures will be issued to the Underwriters for 
deposit with CDS on the Closing Date. The global certificate will be held by, or on behalf of, CDS as custodian of 
such certificate for CDS participants, and registered in the name of CDS. The name in which a global certificate is 
issued is for the convenience of the book-based system only and will have no bearing on the beneficial ownership of 
the Debentures. CDS participants include securities brokers and dealers, banks and trust companies. An investor 
who purchases Debentures will therefore receive only a customer confirmation from the registered dealer who is a 
CDS participant and through whom the Debentures are purchased. 

BMO Nesbitt Burns Inc. is an affiliate of a Canadian chartered bank that is a lender under the REIT’s 
operating facility and under certain mortgages assumed by the REIT in connection with previous acquisitions. 
Accordingly, under applicable securities laws, the REIT may be considered a “connected issuer” to BMO Nesbitt 
Burns Inc. The REIT will use a portion of the net proceeds of the Offering to repay indebtedness under the operating 
facility. As at October 28, 2013, approximately U.S.$114,615,195 was outstanding under the operating facility. As 
at the date hereof, the REIT is in compliance with all material terms of the agreement governing the operating 
facility and none of the lenders under the operating facility has waived any breach by the REIT thereunder since its 
execution. The REIT has granted a security interest over certain of its assets to the lenders under the operating 
facility. Neither the financial position of the REIT nor the value of the security under the operating facility has 
changed substantially since the indebtedness under the facility was incurred. 

The decision to issue the Debentures and the determination of the terms of the distribution were made 
through negotiation between the REIT and the Underwriters. The Canadian chartered bank of which BMO Nesbitt 
Burns Inc. is a subsidiary did not have any involvement in such decision or determination. As a consequence of the 
Offering, BMO Nesbitt Burns Inc. will receive its proportionate share of the Underwriters’ fee and the Canadian 
chartered bank of which BMO Nesbitt Burns Inc. is a subsidiary will receive its proportionate share of the 
repayment of the indebtedness under the operating facility, as described above. Other than its proportionate share of 
the Underwriters’ fee and the repayment of the indebtedness under the operating facility, proceeds from the Offering 
will not be applied for the benefit of BMO Nesbitt Burns Inc. or the Canadian chartered bank of which BMO Nesbitt 
Burns Inc. is a subsidiary, respectively. 

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS 

In the opinion of Goodmans LLP, Canadian counsel to the REIT, and Davies Ward Phillips & 
Vineberg LLP, Canadian counsel to the Underwriters, 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 
Debentures under this Offering or any Units acquired under the terms of the Debentures (collectively, the 
“Securities”). This summary is applicable to a holder who, for the purposes of the Tax Act and at all relevant times, 
is resident in Canada, holds the Securities as capital property and deals at arm’s length with and is not affiliated with 
the REIT (in this section referred to as a “Holder”). The Securities generally will be capital property to a Holder 
provided that the Holder does not hold the Securities 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. Certain Holders 
who might not otherwise be considered to hold their Debentures as 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 
Securities, and any other “Canadian security” (as defined in the Tax Act) owned in the taxation year in which the 
election is made and in subsequent taxation years, deemed to be capital property. Holders who do not hold their 
Securities as capital property should consult their own tax advisors regarding their particular circumstances. 

This summary does not apply to a Holder: (i) that is a “financial institution” subject to the mark-to-market 
rules; (ii) that is a “specified financial institution”; (iii) an interest in which is a “tax shelter investment”; (iv) that 
has elected to report its “Canadian tax results” in a currency other than the Canadian currency pursuant to the 
“functional currency” reporting rules, all within the meaning of the Tax Act; or (v) that enters into a “derivative 
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forward agreement”, as defined in the Proposed Amendments (as defined below). Such Holders should consult their 
own tax advisors to determine the tax consequences to them of the acquisition, holding and disposition of Securities. 
In addition, this summary does not address the deductibility of interest by a Holder who has borrowed money to 
acquire Debentures under this Offering. 

This summary is based upon the facts set out in this prospectus, a certificate from an officer of the REIT 
provided to counsel as to certain factual matters, the current provisions of the Tax Act, all specific proposals to 
amend the Tax Act publicly announced by or on behalf of the Minister of Finance (Canada) prior to the date hereof 
(the “Proposed Amendments”), and counsel’s understanding of the current administrative policies and assessing 
practices of the CRA published in writing by it prior to the date hereof. No assurance can be given that the Proposed 
Amendments will be enacted in the form proposed or at all. Except for the Proposed Amendments, this summary 
does not take into account or anticipate any changes in law, whether by legislative, governmental or judicial action, 
or in the administrative policies and assessing practices of the CRA, nor does it take into account any provincial, 
territorial or foreign tax legislation or considerations which may differ significantly from the Canadian federal 
income tax considerations discussed herein. 

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 Securities. The income and other tax consequences 
of acquiring, holding or disposing of Securities will vary depending on a Holder’s particular circumstances, 
including the provinces or territories in which the Holder resides or carries on business. Accordingly, this 
summary is not intended to, nor should it be construed to be, legal or tax advice to any prospective Holder. 
Consequently, prospective Holders should consult their own tax advisors for advice with respect to the tax 
consequences to them of an investment in Securities in their particular circumstances. 

Status of the REIT 

This summary assumes that the REIT will qualify at all times as a “mutual fund trust” within the meaning 
of the Tax Act. An executive officer of the REIT has advised counsel that it intends to ensure that the REIT will 
meet the requirements necessary for it to qualify as a mutual fund trust at all times. If the REIT were not to qualify 
as a mutual fund trust at all times, the income tax considerations would be materially and adversely different 
from those described below. 

Qualification as a Real Estate Investment Trust 

This summary is based on the assumption that the REIT qualifies, and will continue to qualify at all 
relevant times as a “real estate investment trust”, as defined in the rules applicable to SIFT trusts and SIFT 
partnerships in the Tax Act (the “SIFT Rules”). If such assumption is not accurate, certain of the income tax 
considerations described below would, in some respects, be materially and adversely different. 

SIFT Rules and the REIT Exception 

The SIFT Rules effectively tax certain income of a publicly-traded trust or partnership that is distributed to 
its investors on the same basis as would have applied had the income been earned through a taxable corporation and 
distributed by way of dividend to its shareholders. These rules apply only to “SIFT trusts”, “SIFT partnerships” 
(each as defined in the Tax Act) and their investors. 

Where the SIFT Rules apply, distributions of a SIFT trust’s “non-portfolio earnings” are not deductible in 
computing the SIFT trust’s net income. Non-portfolio earnings generally are defined as income attributable to a 
business carried on by the SIFT trust in Canada or to income (other than certain dividends) from, and capital gains 
from the disposition of, “non-portfolio properties” (as defined in the Tax Act). The SIFT trust is itself liable to pay 
an income tax on an amount equal to the amount of such non-deductible distributions (grossed up for taxes) at a rate 
that is substantially equivalent to the combined federal and provincial general tax rate applicable to taxable 
Canadian corporations. Such non-deductible distributions paid to a holder of units of the SIFT trust generally are 
deemed to be taxable dividends received by the holder of such units from a taxable Canadian corporation. Such 
deemed dividends will qualify as “eligible dividends” for purposes of the enhanced gross-up and dividend tax credit 
available under the Tax Act to individuals resident in Canada and for purposes of computing a Canadian resident 
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corporation’s “general rate income pool” or “low rate income pool”, as the case may be (each as defined in the 
Tax Act). In general, distributions 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, throughout the year (the “REIT Exception”). The REIT Exception to the SIFT Rules is comprised of a 
number of technical tests, which must be satisfied throughout the entire year such that the determination as to 
whether the REIT qualifies for the REIT Exception in any particular taxation year cannot be made with any certainty 
before the end of that taxation year. Based on the advice of its external tax advisor, management has advised counsel 
that the REIT will qualify for the REIT Exception as currently structured and that management expects that the 
REIT will qualify for the REIT Exception in 2013 and each subsequent year. However, no assurances can be given 
that subsequent investments or activities undertaken by the REIT will not result in the REIT failing to qualify for the 
REIT Exception. The REIT Exception is applied on an annual basis. Accordingly, even if the REIT does not qualify 
for the REIT Exception in a particular taxation year, it may be able to so qualify in a subsequent taxation year. 

If the REIT does qualify for the REIT Exception, certain of the income tax considerations described below 
would, in some respects, be materially and adversely different, and the SIFT Rules may, depending on the sources of 
its income, significantly reduce the amounts available for distribution by the REIT on its Units. 

The remainder of this summary is subject to the SIFT Rules discussed above and assumes that the REIT is 
at all times eligible for the REIT Exception. 

Taxation of the REIT 

The taxation year of the REIT is the calendar year. The REIT must compute its income or loss for each 
taxation year as though it were an individual resident in Canada. The income of the REIT for purposes of the 
Tax Act will include, among other things, dividends received from HealthLease Canada, interest on the HealthLease 
Canada Note and the HealthLease U.S. Note that accrues to the REIT to the end of the year, or that becomes 
receivable or is received by it before the end of the year (except to the extent that such interest was included in 
computing its income for a preceding taxation year), its pro-rata share of the income of the Canadian Partnership, 
and net realized taxable capital gains (including any portion thereof arising from foreign currency gains on the 
repayment of the HealthLease U.S. Note). The REIT may deduct from its taxable income amounts which are paid or 
become payable by it to Holders in such year. An amount will be considered to be payable in a taxation year if it is 
paid to a Holder in the year by the REIT or if a Holder is entitled in the year to enforce payment of the amount. 
Counsel has been advised by an executive officer of the REIT that the trustees’ current intention is to make payable 
to Holders each year sufficient amounts such that the REIT generally will not be liable to pay tax under Part I of the 
Tax Act. Where the REIT does not have sufficient cash to distribute such amounts in a particular taxation year, the 
REIT will make one or more in-kind distributions in the form of additional Units. Income of the REIT payable to the 
Unitholders in the form of additional Units generally will be deductible to the REIT in computing its taxable 
income. 

In computing its income, the REIT will be entitled to deduct reasonable current administrative and other 
expenses incurred by it to earn income. Reasonable expenses incurred in respect of the issuance of Units generally 
may be deducted by the REIT on a five-year, straight-line basis. 

Amounts received by the REIT from HealthLease Canada as a return of paid-up capital (within the 
meaning of the Tax Act) on the common shares of HealthLease Canada generally will not be taxable to the REIT. 
However, the adjusted cost base of the common shares of HealthLease Canada held by the REIT will be reduced by 
any such distributions received. If at any time the adjusted cost base of the common shares of HealthLease Canada 
held by the REIT would otherwise become a negative amount, the REIT will be deemed to have realized a capital 
gain equal to such amount and the adjusted cost base of the common shares will become nil. 

A distribution by the REIT of its property upon a redemption of Units will be treated as a disposition by the 
REIT of such property for proceeds of disposition equal to the fair market value thereof. The REIT will realize a 
capital gain (or a capital loss) to the extent that the proceeds from the disposition of the property exceed (or are less 
than) the adjusted cost base of the relevant property and any reasonable costs of disposition. 
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In the event the REIT would otherwise be liable for tax on its net realized taxable capital gains for a 
taxation year, it will be entitled for such taxation year to reduce (or receive a refund in respect of) its liability for 
such tax by an amount determined under the Tax Act based on the redemption of Units of the REIT during the year 
(the “capital gains refund”). In certain circumstances, the capital gains refund in a particular taxation year may not 
completely offset the REIT’s tax liability for the taxation year arising in connection with the transfer of property 
in specie to redeeming Holders on the redemption of Units. The Declaration of Trust provides that all or a portion of 
any capital gain or income realized by the REIT in connection with such redemptions may, at the discretion of the 
Trustees, be treated as capital gains or income paid to, and designated as capital gains or income of, the redeeming 
Holder. Such income or the taxable portion of the capital gain so designated must be included in the income of the 
redeeming Holder (as income or taxable capital gains) and will be deductible by the REIT in computing its income. 

Taxation of HealthLease Canada 

HealthLease Canada will be subject to tax under the Tax Act and its taxation year will be the calendar year. 
HealthLease Canada’s income for purposes of the Tax Act will include any “foreign accrual property income” 
(“FAPI”) realized by a “controlled foreign affiliate” (a “CFA”) of HealthLease Canada and any dividends received, 
as further described below. In computing its income, HealthLease Canada generally will be able to deduct any 
interest paid in the year or payable in respect of the year to the REIT pursuant to the HealthLease Canada Note and 
reasonable current administrative and other expenses incurred to earn income. 

For purposes of the Tax Act, HealthLease U.S. is a “foreign affiliate” and CFA of HealthLease Canada. It 
is expected that income earned by HealthLease U.S. (including income allocated to HealthLease U.S. by its 
underlying partnership subsidiaries) will be FAPI and this summary assumes that this will be the case. Any FAPI 
earned by HealthLease U.S. must be included in computing HealthLease Canada’s income for the taxation year of 
HealthLease Canada in which the taxation year of HealthLease U.S. ends, subject to a deduction for grossed-up 
“foreign accrual tax” as computed in accordance with the Tax Act, whether or not HealthLease Canada actually 
receives a distribution of FAPI in the taxation year. The adjusted cost base to HealthLease Canada of the common 
shares of HealthLease U.S. will be increased by the net amount so included in the income of HealthLease Canada. 
At such time as HealthLease Canada receives a dividend of amounts that were previously included in its income as 
FAPI, that dividend effectively will not be taxable to HealthLease Canada and there will be a corresponding 
reduction in the adjusted cost base to HealthLease Canada of the common shares of HealthLease U.S. 

HealthLease Canada will be required to include in computing its income dividends received from 
HealthLease U.S., subject to certain deductions (including that described above in respect of FAPI). Because of such 
deductions, dividends from HealthLease U.S. that are effectively treated as coming out of its FAPI will not generally 
be subject to additional tax under the Tax Act, but will result in a reduction in the adjusted cost base to HealthLease 
Canada of the common shares of HealthLease U.S. to the extent such adjusted cost base was increased as a result of 
such FAPI. To the extent that dividends are prescribed to have been paid out of HealthLease U.S.’s exempt surplus 
or pre-acquisition surplus, HealthLease Canada will be entitled to a deduction equal to such dividends. The adjusted 
cost base to HealthLease Canada of the common shares in HealthLease U.S. will be reduced to the extent that 
dividends paid by HealthLease U.S. are considered to have been paid out of pre-acquisition surplus. If the adjusted 
cost base to HealthLease Canada of the common shares in HealthLease U.S. would become a negative amount, 
HealthLease Canada will be deemed to realize a capital gain equal to such amount for that year. HealthLease Canada 
also generally will be entitled to a deduction equal to one-half of the portion of such dividends prescribed to have 
been paid out of HealthLease U.S.’s hybrid surplus, plus an additional amount in respect of the other half of those 
dividends to reflect the portion of HealthLease U.S.’s income that is subject to foreign tax at an equivalent rate to 
that applicable in Canada. 

HealthLease Canada generally will be entitled to designate taxable dividends paid by it to the REIT as 
eligible dividends for purposes of the Tax Act to the extent it is entitled to a deduction from income with respect to 
dividends received from HealthLease U.S. and which have been paid from exempt surplus, taxable surplus, pre-
acquisition surplus or, hybrid surplus each to the extent of the deductions described above. 
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Taxation of Holders of Debentures 

Interest on Debentures 

A Holder of Debentures that is a corporation, partnership, unit trust or any trust of which a corporation or a 
partnership is a beneficiary will be required to include in computing its income for a taxation year all interest on the 
Debentures that accrues (or is deemed to accrue) to the Holder to the end of the particular taxation year (or if the 
Holder disposes of the Debentures in the year, that accrues or is deemed to accrue to the Holder until the time of 
disposition) or that becomes receivable by or is received by the Holder before the end of that taxation year, 
including on a conversion, redemption or repayment on maturity, except to the extent that such interest was included 
in computing the Holder’s income for a preceding taxation year. 

Any other Holder (including an individual) will be required to include in computing its income for a 
taxation year all interest on the Debentures that is received or receivable by the Holder in that taxation year 
(depending upon the method regularly followed by the Holder in computing income), including on a conversion, 
redemption or repayment on maturity, except to the extent that the interest was included in the Holder’s income for a 
preceding taxation year. In addition, if at any time a Debenture should become an “investment contract” (as defined 
in the Tax Act) in relation to a Holder, such Holder will be required to include in computing its income for a 
taxation year any interest that accrues or is deemed to accrue to the Holder on the Debenture up to the end of any 
“anniversary day” (as defined in the Tax Act) in that year to the extent such interest was not otherwise included in 
computing the Holder’s income for that year or a preceding year. 

Any premium paid by the REIT to a Holder of Debentures generally will be deemed to be interest received 
at that time by the Holder if such premium is paid by the REIT because of the repayment by it of the Debentures 
before their maturity, but only to the extent that such premium can reasonably be considered to relate to, and does 
not exceed the value at that time of, the interest that would have been paid or payable by the REIT on the 
Debentures for taxation years of the REIT ending after that time. 

If the REIT were to satisfy an Interest Obligation in accordance with a “Unit Interest Payment Election” as 
described under “Interest Payment Election”, the Canadian federal income tax consequences to a Holder would not 
differ from those described above. 

Exercise of Conversion Privilege 

A Holder of a Debenture who converts the Debenture into Units pursuant to the conversion privilege will 
be considered to have disposed of the Debenture for proceeds of disposition equal to the aggregate of the fair market 
value of the Units so acquired at the time of the acquisition and the amount of any cash received in lieu of fractional 
Units (other than any amount received or deemed to be received on account of interest). The Holder may realize a 
capital gain or capital loss computed as described below under “Dispositions of Debentures”. 

The cost to the Holder of the Units so acquired will be equal to their fair market value at the time of 
acquisition, and must be averaged with the adjusted cost base of all other Units held as capital property by the 
Holder at the time of acquisition for the purpose of calculating the adjusted cost base of such Units to the Holder. 

Redemption or Repayment of Debentures 

If the REIT redeems a Debenture prior to maturity or repays a Debenture upon maturity and the Holder 
does not exercise the conversion privilege prior to such redemption or repayment, the Holder will be considered to 
have disposed of the Debenture for proceeds of disposition equal to the amount received by the Holder (other than 
any amount received or deemed to be received on account of interest) on such redemption or repayment. If the 
Holder receives Units on redemption or repayment, the Holder will be considered to have received proceeds of 
disposition equal to the aggregate of the fair market value of the Units so received at the time of acquisition and the 
amount of any cash received in lieu of fractional Units (other than any amount received or deemed to be received on 
account of interest). The Holder may realize a capital gain or capital loss computed as described below under 
“Dispositions of Debentures”. The cost to the Holder of the Units so received will be equal to their fair market value 
at the time of acquisition, and must be averaged with the adjusted cost base of all other Units held as capital property 
at the time of acquisition by the Holder for the purpose of calculating the adjusted cost base of such Units. 
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Dispositions of Debentures 

A disposition or deemed disposition by a Holder of a Debenture (including on a conversion, redemption or 
repayment on maturity of such Debenture) generally will result in the Holder realizing a capital gain (or capital loss) 
equal to the amount by which the proceeds of disposition are greater (or less) than the aggregate of the Holder’s 
adjusted cost base of the Debentures immediately before such disposition or deemed disposition and any reasonable 
costs of disposition. Any such capital gain or capital loss will be treated in the same manner as capital gains and 
capital losses arising from a disposition of Units which is discussed below under “Taxation of Holders of Units – 
Capital Gains and Capital Losses”. 

Upon such a disposition or deemed disposition of a Debenture, interest accrued thereon to the date of 
disposition and not yet due will be included in computing the Holder’s income, except to the extent such amount 
was otherwise included in the Holder’s income, and will be excluded in computing the Holder’s proceeds of 
disposition of the Debenture. 

Refundable Tax 

A Holder that is a “Canadian-controlled private corporation” (as defined in the Tax Act) will be subject to a 
refundable tax of 6⅔% on its “aggregate investment income” (as defined in the Tax Act) for the year, including 
amounts in respect of interest and capital gains realized on a disposition of Debentures. 

Taxation of Holders of Units 

REIT Distributions 

A Holder generally will be required to include in computing income for a particular taxation year the 
portion of the net income of the REIT, including net realized taxable capital gains, that is paid or payable to the 
Holder in that taxation year, whether or not those amounts are received in cash, additional Units or otherwise. Any 
loss of the REIT for purposes of the Tax Act cannot be allocated to, or treated as a loss of, a Holder. 

Provided that the appropriate designations are made by the REIT, taxable dividends received (or deemed to 
be received) from HealthLease Canada and net taxable capital gains and foreign source income realized by the REIT 
that are paid or become payable to a Holder will retain their character as taxable dividends, taxable capital gains or 
foreign source income, as the case may be, to Holders for purposes of the Tax Act. Amounts that are designated as 
taxable dividends paid or payable to a Holder will be subject to the normal dividend gross up and tax credit rules 
with respect to Holders who are individuals (other than certain trusts). In addition, where HealthLease Canada has 
designated such dividends as eligible dividends, Holders that are individuals (other than certain trusts) will benefit 
from the enhanced gross-up and dividend tax credit available in respect of eligible dividends. A Holder that is a 
corporation is required to include amounts designated as taxable dividends in computing its income for tax purposes 
and generally will be entitled to deduct the amount of such dividends in computing its taxable income. Certain 
corporations, including private corporations or subject corporations (as such terms are defined in the Tax Act), may 
be liable to pay a refundable tax at the rate of 331/3% of such dividends to the extent that such dividends are 
deductible in computing taxable income. 

The non-taxable portion of any net realized capital gains of the REIT that is paid or payable to a Holder in a 
year will not be included in computing the Holder’s income for the year. Any other amount in excess of the net 
income of the REIT that is paid or payable to a Holder in a year (including the 3% bonus on Units acquired pursuant 
to the DRIP) generally should not be included in the Holder’s income for the year. However, such an amount which 
becomes payable to a Holder (other than as proceeds of disposition of Units or any part thereof) will reduce the 
adjusted cost base of the Units held by such Holder. To the extent that the adjusted cost base of a Unit otherwise 
would be less than zero, the Holder will be deemed to have realized a capital gain equal to the negative amount and 
the Holder’s adjusted cost base of the Units be increased by the amount of such deemed capital gain. 

Disposition of Units 

Upon the disposition or deemed disposition of Units by a Holder, whether on a redemption or otherwise, 
the Holder generally will realize a capital gain (or a capital loss) equal to the amount by which the proceeds of 
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disposition (excluding any amount payable by the REIT which represents an amount that must otherwise be 
included in computation of the Holder’s income as described herein) are greater (or less) than the aggregate of the 
Holder’s adjusted cost base of the Units immediately before such disposition and any reasonable costs of 
disposition. 

The adjusted cost base to a Holder of a Unit generally will include all amounts paid by the Holder for 
the Unit subject to certain adjustments. The cost of Units acquired on the reinvestment of distributions under the 
DRIP will be the amount of such investment. The cost of additional Units received in lieu of a cash distribution will 
be the amount of income of the REIT distributed by the issuance of such Units. For the purpose of determining the 
adjusted cost base to a Holder, when a Unit is acquired, 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 that 
acquisition. There will be no net increase or decrease in the aggregate adjusted cost base of all of a Unitholder’s 
Units as a result of the receipt of the 3% bonus Units under the DRIP; however, the adjusted cost base per Unit will 
be reduced. 

A redemption of Units in consideration for cash or redemption notes of the REIT, as the case may be, will 
be a disposition of such Units for proceeds of disposition equal to such cash or the fair market value of notes, as the 
case may be, less any income or capital gain realized by the REIT in connection with the redemption of those Units 
to the extent such income or capital gain is designated by the REIT to the redeeming Holder. Holders exercising the 
right of redemption will consequently realize a capital gain, or sustain a capital loss, depending upon whether such 
proceeds of disposition exceed, or are exceeded by, the adjusted cost base of the Units redeemed. The cost to a 
Holder of any redemption notes received upon a redemption of Units will be equal to their fair market value at the 
time of issue. The Holder will thereafter be required to include in income interest on the notes in accordance with 
the provisions of the Tax Act. 

Capital Gains and Losses 

One-half of any capital gain realized by a Holder from a disposition of Units and the amount of any net 
taxable capital gains designated by the REIT in respect of the Holder will be included in the Holder’s income under 
the Tax Act as a taxable capital gain. One-half of any capital loss (an “allowable capital loss”) realized on the 
disposition of a Unit will be deducted against any taxable capital gains realized by the Holder in the year of 
disposition, and any excess of allowable capital losses over taxable capital gains may be carried back to the three 
preceding taxation years or forward to any subsequent taxation year and applied against net taxable capital gains in 
those years, subject to the detailed rules contained in the Tax Act. 

Where a Holder that is a corporation or a trust (other than a mutual fund trust) disposes of a Unit, the 
Holder’s capital loss from the disposition generally will be reduced by the amount of any dividends received by the 
REIT previously designated by the REIT to the Holder, to the extent and under the circumstances prescribed in the 
Tax Act. Analogous rules apply where a corporation or trust (other than a mutual fund trust) is a member of a 
partnership that disposes of Units. 

Refundable Tax 

A Holder which is a Canadian-controlled private corporation (as defined in the Tax Act) will be subject to a 
refundable tax of 62/3% in respect of its aggregate investment income for the year, which will include all or 
substantially all income and capital gains distributed to the Holder by the REIT and capital gains realized on a 
disposition of Units. 

Alternative Minimum Tax 

A Holder who is an individual or trust (other than certain specified trusts) may have an increased liability 
for alternative minimum tax as a result of capital gains realized on a disposition of Units and net income of the 
REIT, paid or payable, or deemed to be paid or payable, to the Holder and that is designated as taxable dividends 
and net taxable capital gains. 
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U.S. FEDERAL INCOME TAXATION OF THE REIT,  
HEALTHLEASE CANADA, HEALTHLEASE U.S., THE PARTNERSHIP AND THE SELLER REIT 

Circular 230 

TO COMPLY WITH U.S. TREASURY DEPARTMENT CIRCULAR 230, PROSPECTIVE INVESTORS 
ARE HEREBY NOTIFIED THAT: (A) ANY DISCUSSION OF U.S. FEDERAL TAX ISSUES CONTAINED 
OR REFERRED TO IN THIS PROSPECTUS IS NOT INTENDED OR WRITTEN TO BE USED, AND 
CANNOT BE USED, BY PROSPECTIVE INVESTORS FOR THE PURPOSE OF AVOIDING PENALTIES 
THAT MAY BE IMPOSED ON THEM UNDER THE U.S. INTERNAL REVENUE CODE; (B) SUCH 
DISCUSSION IS BEING USED IN CONNECTION WITH THE PROMOTION OR MARKETING OF THE 
TRANSACTIONS OR MATTERS ADDRESSED HEREIN; AND (C) PROSPECTIVE INVESTORS 
SHOULD SEEK ADVICE BASED ON THEIR PARTICULAR CIRCUMSTANCES FROM AN 
INDEPENDENT TAX ADVISOR. PROSPECTIVE INVESTORS SHOULD CONSULT THEIR TAX 
ADVISORS REGARDING THE APPLICATION OF THE U.S. FEDERAL TAX RULES TO THEIR 
PARTICULAR CIRCUMSTANCES AS WELL AS THE STATE, LOCAL, NON-U.S. AND OTHER TAX 
CONSEQUENCES TO THEM OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF THE UNITS. 

The following is a summary of certain U.S. federal income tax considerations applicable to the REIT, 
HealthLease Canada, HealthLease U.S., the Partnership and the Seller REIT that was prepared by Krieg 
DeVault LLP, special counsel to the REIT and the Partnership, and reviewed by Davies Ward Phillips & 
Vineberg LLP, counsel to the underwriters. This summary does not address any U.S. federal tax considerations 
applicable to a Unitholder. No rulings have been or will be sought from the Internal Revenue Service (the “IRS”) 
with respect to any of the U.S. federal income tax issues discussed in this summary. As a result, there can be no 
assurance that the IRS will not successfully challenge the conclusions reached in this summary. U.S. federal income 
tax treatment that is different from this summary could negatively impact cash flows, the cash flow available for 
distribution to the Unitholders, and the value of the Units. 

This summary is not exhaustive of all possible U.S. federal income tax considerations applicable to the 
REIT, HealthLease Canada, HealthLease U.S., the Partnership and the Seller REIT. This summary is of a 
general nature only and is not intended to be legal or tax advice to any prospective purchaser of Units. 

This summary is based on the Internal Revenue Code of 1986, as amended (the “Code”), Treasury 
Regulations, IRS rulings and official pronouncements, judicial decisions and the Convention between the United 
States of America and Canada with respect to Taxes on Income and on Capital, signed on September 26, 1980, as 
amended (the “Treaty”), all as in effect on the date of this prospectus and all of which are subject to change, 
possibly with retroactive effect, or different interpretations, which could affect the accuracy of the statements and 
conclusions set forth below. 

U.S. Federal Income Taxation of the REIT 

The REIT will be treated for U.S. federal tax purposes as a foreign corporation. Because the REIT has 
substantial business activities in Canada, it is not expected that the anti-inversion rules of Section 7874 of the Code 
will apply to the REIT and the REIT has obtained the opinion of Krieg DeVault LLP to that effect. The REIT will be 
a resident of Canada for purposes of the Treaty. The REIT will be eligible for benefits under the Treaty as long as 
the Units are primarily and regularly traded on a Canadian stock exchange. The REIT expects that the Units will be 
primarily and regularly traded on the Toronto Stock Exchange and the discussion herein assumes that the REIT will 
be eligible for benefits under the Treaty, but there can be no assurance that this will be the case. The REIT does not 
expect to be engaged in a U.S. trade or business or have a permanent establishment in the United States for purposes 
of the Treaty; however, if it were to engage in a U.S. trade or business through a permanent establishment in the 
United States, then the REIT would be subject to U.S. federal income tax with respect to its net taxable income 
attributable to the U.S. permanent establishment at regular U.S. federal corporate income tax rates and may be 
subject to a secondary U.S. branch profits tax at a rate of 5%. As set forth below, the previously issued HealthLease 
U.S. Notes should be treated as indebtedness for U.S. federal income purposes. Assuming that characterization is 
correct, the interest income the REIT earns on the HealthLease U.S. Notes will be exempt from U.S. federal income 
tax under the Treaty even though the interest income is expected to be treated as arising from a source within the 
United States. However, as discussed below there can be no assurance that the characterization of the Healthlease 
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U.S. Notes as debt will be sustained. If the HealthLease U.S. Notes were successfully recharacterized by the IRS as 
equity, then the interest payments would be treated as distributions by HealthLease U.S. and would potentially be 
taxable as discussed below under ‘‘U.S. Federal Income Taxation of HealthLease Canada’’ (except that the 
withholding rate for dividends paid to the REIT under the Treaty would be 15% rather than 5%). The distributions 
the REIT receives from HealthLease Canada with respect to the shares it owns in HealthLease Canada and the 
interest income the REIT earns on the HealthLease Canada Notes are not expected to constitute U.S.-source income 
or be subject to U.S. federal income tax. 

U.S. Federal Income Taxation of HealthLease Canada 

Generally 

HealthLease Canada will be treated as a resident of Canada for purposes of the Treaty. HealthLease Canada 
will be eligible for benefits under the Treaty as long as the Units are primarily and regularly traded on a Canadian 
stock exchange. The REIT expects that the Units will be primarily and regularly traded on the Toronto Stock 
Exchange and the discussion herein assumes that HealthLease Canada will be eligible for benefits under the Treaty, 
but there can be no assurance that this will be the case. HealthLease Canada does not expect to be engaged in a U.S. 
trade or business or have a permanent establishment in the United States for purposes of the Treaty; however, if it 
were to engage in a U.S. trade or business through a permanent establishment in the United States, then HealthLease 
Canada would be subject to U.S. federal income tax with respect to its net taxable income attributable to the U.S. 
permanent establishment at regular U.S. federal corporate income tax rates and may be subject to a secondary U.S. 
branch profits tax at a rate of 5%. 

The distributions that HealthLease Canada receives from HealthLease U.S. will be treated as (i) dividends, 
to the extent of the earnings and profits of HealthLease U.S., then (ii) a return of capital, to the extent of 
HealthLease Canada’s adjusted tax basis in the stock of HealthLease U.S., and thereafter (iii) gain from the sale of 
the stock of HealthLease U.S. The dividend portion of any distribution is expected to be treated as arising from a 
source within the United States and subject to 5% U.S. federal income tax pursuant to the Treaty. The taxation of the 
portion of any distribution from HealthLease U.S. that is not treated as a dividend is discussed below. 

Disposition of Stock of HealthLease U.S. 

A non-U.S. corporation that is not engaged in trade or business in the United States generally is not subject 
to U.S. federal income tax on any gain from the disposition of the stock of a U.S. corporation. However, a non-U.S. 
corporation is subject to U.S. federal withholding and income taxation upon the disposition of stock in a U.S. 
corporation if more than 50% of the value of the U.S. corporation’s real property and trade or business assets is (or 
was at any time during the five years prior to the disposition) attributable to U.S. real property interests. For this 
purpose, the initial properties purchased by the REIT located in the United States and the SP I Senior Care Portfolio 
and SP II Senior Care Portfolio generally are treated as real property located within the United States. Because these 
are the primary assets of HealthLease U.S. through its ownership of Class A Units in the Partnership, HealthLease 
Canada is expected to be subject to U.S. federal income taxation upon any gain recognized on a disposition of the 
stock of HealthLease U.S at a rate of 35%. In addition, unless a withholding certificate is obtained from the IRS, a 
10% withholding tax is imposed on the gross proceeds from the disposition of the stock of HealthLease U.S. This 
withholding tax would be creditable against any income tax due on the disposition and, in the event the tax withheld 
on a disposition exceeds the income tax due, HealthLease Canada would be entitled to request a refund of the excess 
by filing a U.S. federal income tax return. 

Distributions in Excess of Earnings and Profits 

As described above, any distribution from HealthLease U.S. in excess of the amount treated as a dividend 
is treated first as a return of capital, to the extent of HealthLease Canada’s adjusted tax basis in the stock of 
HealthLease U.S., and thereafter as gain from the sale of the stock of HealthLease U.S. The portion of any 
distribution from HealthLease U.S. that is treated as gain from the disposition of HealthLease U.S. stock would be 
subject to U.S. federal income tax at a 35% rate. In addition, absent a withholding certificate being obtained from 
the IRS, the entire amount of any distribution in excess of the amount treated as a dividend (including the return of 
capital portion of any such distribution) generally would be subject to a 10% U.S. withholding tax, which would be 
creditable against any income tax due on the distribution. In the event the tax withheld on a distribution exceeds the 
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income tax due, HealthLease Canada would be entitled to request a refund of the excess by filing a U.S. federal 
income tax return. 

U.S. Federal Income Taxation of HealthLease U.S. 

Generally 

HealthLease U.S. will be treated as a corporation for U.S. federal income tax purposes. HealthLease U.S. is 
subject to U.S. federal income tax on its net taxable income, including its distributive share of the income of the 
Partnership. In computing its net taxable income, HealthLease U.S. is expected to be entitled to deduct interest paid 
on the HealthLease U.S. Notes (subject to the limits discussed below) and certain other expenses incurred relating to 
its ownership of Class A Units in the Partnership and the borrowing of funds pursuant to the HealthLease U.S. 
Notes. 

Interest Deductions 

The REIT previously received opinions from Krieg DeVault LLP that the HealthLease U.S. Notes issued in 
connection with the purchase of initial U.S. properties by the REIT and in connection with the purchase of the SP I 
Senior Care Portfolio should be treated as debt of HealthLease U.S. There were no additional HealthLease U.S. 
Notes issued in connection with the purchase of the SP II Senior Care Portfolio, although additional HealthLease 
U.S. Notes may be issued in the future. The opinions of Krieg DeVault LLP were based, in part, upon certain advice 
provided to the REIT by its financial advisors and upon certain assumptions and representations as to factual matters 
that have been provided by the REIT and HealthLease U.S., as requested by counsel. However, the determination of 
whether such HealthLease U.S. Notes and the HealthLease U.S. Notes issued in connection with the purchase of the 
initial U.S. properties and the SP I Senior Care Portfolio by the REIT are debt for U.S. federal income tax purposes 
is based on an analysis of all of the relevant facts and circumstances, and there is no clear authority characterizing a 
similar arrangement as debt for U.S. federal income tax purposes. Consequently, there can be no assurance that this 
position will not be challenged by the IRS. If such a challenge were sustained, interest payments on the HealthLease 
U.S. Notes would be recharacterized as non-deductible distributions with respect to HealthLease U.S.’s equity, and 
HealthLease U.S.’s net taxable income and thus its U.S. federal income tax liability would increase. If HealthLease 
U.S. were liable for additional tax, the cash flow available for distribution to the Unitholders would be reduced, 
which could negatively impact the value of the Units. 

Assuming the HealthLease U.S. Notes are treated as debt of HealthLease U.S. for U.S. federal income tax 
purposes, the amount of deductible interest paid on such debt is subject to limitations. The amount of such interest 
must be consistent with the amount that would have been payable on a similar obligation at arms’ length or the 
amounts actually paid may be recharacterized as a distribution on the equity of HealthLease U.S. In this regard, the 
REIT’s advisors have conducted certain interest rate and debt feasibility studies in order to support the amount of 
interest payable by HealthLease U.S. on the HealthLease U.S. Notes. In addition to the arms’-length limitation, 
Code Section 163(j) imposes a limitation on the amount of deductions for interest paid on such debt. In general, 
Code Section 163(j) disallows or defers deductions for interest paid by a corporation if the corporation has all of the 
following: (i) a debt-to-equity ratio in excess of 1.5 to 1, (ii) excess interest expenses (i.e. the portion of the 
corporation’s net interest expense which exceeds 50% of ‘‘adjusted taxable income’’), and (iii) disqualified interest 
expense (i.e. interest paid or accrued to a related person who is not subject to U.S. income tax upon receipt of the 
interest income). Adjusted taxable income is generally defined as the corporation’s taxable income before net 
interest expense, depreciation, depletion and amortization for purposes of Code Section 163(j), a corporation and a 
creditor of the corporation will generally be ‘‘related’’ if the creditor owns, directly or by attribution, more than 50% 
of the corporation by vote or value. If section 163(j) applies in a given tax year, interest expense of a corporation is 
disallowed in an amount equal to the lesser of the corporation’s ‘‘excess interest expense’’ or its ‘‘disqualified 
interest expense.’’ Any interest that is disallowed under section 163(j) is carried over to subsequent years 
indefinitely. 

HealthLease U.S.’s debt-to-equity ratio is expected to exceed 1.5 to 1 for the foreseeable future. 
Accordingly, it is expected that a portion of the interest payable on the HealthLease U.S. Notes will be disallowed 
under section 163(j). Any limitation on the amount of interest deductible by HealthLease U.S. in respect of the 
HealthLease U.S. Notes will increase the amount of U.S. federal income tax payable by HealthLease U.S. 
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U.S. Federal Income Taxation of the Partnership 

Treatment as a Partnership and Pass-Through Nature of Taxation 

Under the Code, the Partnership will be treated as a partnership for U.S. federal income tax purposes. As an 
entity taxed as a partnership, the Partnership is not subject to federal income tax. Instead, each partner, including 
HealthLease U.S., will report on its federal income tax return its allocable share, as determined by the Partnership 
Agreement, of profits and losses realized by the Partnership, whether or not any cash distributions are made to the 
partners during the taxable year. The character of any item of profit and loss (as capital gain or ordinary income and 
as capital loss or ordinary loss) will be the same to the partner as it is to the Partnership. It is always possible that the 
IRS may audit the Partnership. As a general rule, partners are required to treat items of profit and loss in a manner 
consistent with the Partnership’s tax return or file a statement with the IRS identifying the inconsistency. Any audit 
adjustments to the Partnership’s tax return are automatically passed through to the partners without the need for 
separate IRS action on each partner’s return. Such adjustments could require that state tax returns be amended, 
trigger an audit of state tax returns, or trigger an audit of the individual partner’s federal income tax return. The ‘‘tax 
matters partner’’ will have the obligation to keep the other partners informed as to the progress of an audit and will 
generally control the selection of the court in which any federal tax dispute will be litigated. 

The agreed value of the Partnership’s real estate assets previously contributed by Mainstreet are in excess 
of its basis for tax purposes. Accordingly, the Partnership will need to account for such difference by using one of 
the methods available under the Code Section 704(c) regulations and the choice of such method can have a material 
effect on the taxable income allocated to HealthLease U.S. and the income tax payable by that entity. 

Tax Matters Partner 

Under the Code, each partnership or entity treated as a partnership is required to have a tax matters partner 
who has authority to interface with the IRS and, in the event of an audit, provide communications to the other 
partners. The tax matters partner has the power, among other things, to settle the Partnership’s items with the IRS 
and to select the court in which a tax dispute will be litigated. The Partnership Agreement provides for the General 
Partner to be the tax matters partner. 

Tax Treatment of Certain Fees and Expenses Paid by the Partnership 

Under the Code, the Partnership’s expenditures will, as a general rule, fall into one of the following 
categories (a) deductible expenses — expenditures such as interest, taxes, and ordinary and necessary business 
expenses which the Partnership is entitled to deduct in full when paid or incurred; (b) amortizable expenses — 
expenditures which are entitled to be amortized (i.e., deducted ratably) over a fixed period of time; (c) capital 
expenditures — expenditures which must be added to the amortization or depreciation basis of the Partnership’s 
property (or loans) and deducted over a period of time as the property (or loan) is amortized or depreciated; 
(d) organization expenses — expenditures related to the Partnership’s organization, which subject to certain 
limitations, the Partnership can elect to deduct up to $5,000 in the first year of the business and amortize the 
remainder over a 180-month period, (e) syndication expenses — expenditures paid or incurred in promoting the sale 
of the Partnership’s interests, which under Section 709 of the Code must be capitalized but may be neither 
depreciated, amortized, nor otherwise deducted; (f) start-up expenses — expenditures incurred by the Partnership 
during an initial period, which subject to certain limitations, the Partnership can elect to deduct up to $5,000 in the 
first year of the business and amortize the remainder over a 180-month period and (g) guaranteed payments to 
partners — payments to partners for services or use of capital which are deductible or treated in the other categories 
of expenditures listed above, provided they meet the applicable requirements. 

All of the Partnership’s fees and expenditures must constitute ordinary and necessary business expenses in 
order to be deducted by the Partnership when paid or incurred, unless the deduction of any such item is otherwise 
expressly permitted by the Code (e.g., taxes). Expenditures must also be reasonable in amount. The IRS could 
challenge a fee deducted by the Partnership on the ground that such fee is a capital expenditure, which must be 
amortized over an extended period or indefinitely deferred, rather than deducted as an ordinary and necessary 
business expense. The IRS could also challenge the deduction of any fee on the basis that the amount of such fee 
exceeds a reasonable cost. 
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U.S. Federal Income Taxation of Seller REIT 

In the acquisition of the SP I Senior Care Portfolio, the REIT acquired interests in the Seller REIT. The 
Seller REIT has elected to be treated as a REIT for U.S. tax purposes. However, qualifying as a REIT depends on an 
entity meeting various REIT requirements each taxable year. As such, there is no assurance that the Seller REIT will 
continue to qualify as a REIT. The failure of the Seller REIT to qualify as a REIT in any taxable year may result in 
materially reduced distributions to Unitholders and U.S. federal income tax consequences that are not described in 
this summary. 

The sections of the Code and Regulations relating to qualification and operation as a REIT are highly 
technical and complex. The following discussion sets out, in very general terms, the material aspects of the Code 
and Regulations that govern the U.S. federal income tax treatment of the Seller REIT. 

A business entity that qualifies and timely elects to be taxed as a REIT is not generally subject to U.S. 
federal income tax on its income and capital gains that it distributes to its interest holders each year. However, it 
would remain subject to U.S. federal income tax in certain circumstances. 

For example: 

(a) Undistributed taxable income (including undistributed net capital gains) will be taxed at the 
regular rates for corporations. 

(b) The Seller REIT may be subject to ‘‘alternative minimum tax’’ on items of tax preference, if any. 

(c) The Seller REIT is subject to the highest corporate income tax rate on net income from a sale or 
other disposition of ‘‘foreclosure property’’ (i.e., generally, property acquired through foreclosure 
or after default on a loan secured by the property or a lease of the property) held primarily for sale 
to customers in the ordinary course of business and on other non-qualifying income earned from 
foreclosure property. 

(d) The Seller REIT is subject to a 100% tax on net income from ‘‘prohibited transactions’’. 
Prohibited transactions are generally sales or other dispositions of property, other than foreclosure 
property, held primarily for sale to customers in the ordinary course of business. 

(e) The Seller REIT is subject to a 100% tax on certain transactions with its taxable REIT subsidiaries 
if such transactions are not at ‘‘arm’s-length’’, as defined. 

(f) If the Seller REIT fails to satisfy either the 75% or 95% gross income test but has nonetheless 
maintained its qualification as a REIT because it has met certain other requirements, the Seller 
REIT will be subject to a 100% tax on an amount equal to the greater of the amount by which it 
fails the 75% or 95% test multiplied by a fraction calculated to reflect the Seller REIT’s 
profitability. 

(g) If the Seller REIT: (i) fails to satisfy any of the REIT asset tests, other than a ‘‘de minimis’’ failure 
of the 5% or 10% REIT asset test, it may continue to qualify as a REIT if it meets certain other 
requirements and it pays a tax equal to the greater of $50,000 or the highest corporate income tax 
rate multiplied by the net income from the non-qualifying assets for the period of time it failed to 
satisfy the asset tests; or (ii) fails to satisfy REIT requirements other than the gross income and 
asset tests and meets certain other requirements, it will have to pay $50,000 for each failure in 
order to remain a REIT. 

(h) The Seller REIT is subject to a 4% excise tax on the excess of the required distribution over the 
sum of amounts distributed and amounts retained on which U.S. federal income tax was paid. The 
required distribution for this purpose is at least 85% of its ordinary income, 95% of its capital gain 
net income, and any undistributed amounts from prior periods. 

(i) The Seller REIT may be required to pay monetary penalties to the IRS in certain circumstances, 
including if it fails to meet record-keeping requirements intended to monitor its compliance with 
rules relating to the composition of its interest holders. 
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(j) If the Seller REIT acquires appreciated assets from a ‘‘C-corporation’’ (i.e., a corporation 
generally subject to corporate income tax) in a transaction in which the adjusted tax basis of the 
assets in its hands is determined by reference to the adjusted tax basis of the assets in the hands of 
the C-corporation, the Seller REIT may be subject to tax on such appreciation at the highest 
corporate income tax rate then applicable if it subsequently recognizes gain on a disposition of 
such assets during the ten-year period following its acquisition from the C-corporation. The results 
described in this paragraph assume that the C-corporation will not elect in lieu of this treatment to 
be subject to an immediate tax when the asset is acquired by the Seller REIT. 

(k) The Seller REIT may have subsidiaries or own interests in other lower-tier entities that are C-
corporations, such as taxable REIT subsidiaries, the earnings of which would be subject to federal 
corporate income tax. 

RISK FACTORS 

There are certain risks inherent in an investment in the Units and in the activities of the REIT. In 
addition to the risks described herein, reference is made to the section entitled “Risk Factors” beginning on 
page 20 of the AIF and the sections entitled “Risks and Uncertainties” beginning at page 27 of the MD&A 
and page 29 of the Interim MD&A, each of which is incorporated herein by reference. Prospective investors 
should carefully consider, in light of their own financial circumstances, the risk factors set forth in the 
information incorporated by reference herein and all of the other information contained in this short form 
prospectus (including without limitation the documents incorporated herein by reference) before purchasing 
any of the Debentures distributed under this short form prospectus. The risks described herein are not the only 
risks facing the REIT. Additional risks and uncertainties not currently known to the REIT, or that the REIT currently 
deems immaterial, may also materially and adversely affect its business. 

The REIT may not be Able to Satisfy Payment of Interest and Principal on the Debentures 

There is no guarantee that the REIT will have sufficient cash available to make interest and principal 
payments on the Debentures on a timely basis or at all. The likelihood that purchasers will receive the payments 
owing to them in connection with the Debentures will be dependent upon the financial health and creditworthiness 
of the REIT and the ability of the REIT to earn revenues. 

Market for the Debentures 

The Debentures constitute a new issue of securities of the REIT for which there is currently no public 
market. The listing of the Debentures and the Units issuable upon conversion, redemption or maturity of the 
Debentures to be distributed pursuant to the Offering is conditional upon approval of the TSX. There can be no 
assurance that the minimum listing requirements of the TSX will be met with respect to the Debentures. There can 
be no assurance that a secondary market for trading in the Debentures will develop or that any secondary market 
which does develop will continue. To the extent that an active trading market for the Debentures does not develop, 
the liquidity and the trading prices for the Debentures may be adversely affected. 

Subordination of Debentures 

The Debentures are unsecured obligations of the REIT and are subordinate in right of payment to all of the 
REIT’s existing and future Senior Indebtedness. The Debentures will also be effectively subordinate to claims of the 
creditors (including trade creditors) of the REIT’s subsidiaries relating to all indebtedness, liabilities and obligations 
of the REIT or its subsidiaries for the payment of which the REIT is responsible or liable, whether absolutely or 
contingently. This subordination may significantly reduce the possibilities for purchasers of obtaining payment of 
the amounts owed under the Debentures. In the event of the insolvency, bankruptcy, liquidation, reorganization, 
dissolution or winding up of the REIT, the assets of the REIT would be made available to satisfy then obligations of 
the creditors of any Senior Indebtedness, whether those obligations are secured or unsecured, before being available 
to pay the REIT’s obligations to holders of Debentures. Accordingly, all or a substantial portion of the REIT’s assets 
could be unavailable to satisfy the claims of the Debentures. 
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Absence of Covenant Protection 

The Indenture will not restrict the REIT or any of its subsidiaries from incurring additional indebtedness for 
borrowed money (including Senior Indebtedness) or otherwise from mortgaging, pledging or charging their real or 
personal property or properties to secure any indebtedness or other financing. The Indenture will not contain any 
provisions specifically intended to protect holders of the Debentures in the event of a future leveraged transaction 
involving the REIT or any of its subsidiaries. 

Payment Risk 

The ability of the REIT to make the interest payments set forth in the Indenture and to repay principal to 
the holders of Debentures may be limited by the terms of present or future Senior Indebtedness. Such Senior 
Indebtedness may contain provisions that restrict the making of such payments by the REIT without the consent of 
the lenders or other parties thereunder. If the REIT’s obligation to make a payment of interest or principal arises at a 
time when the REIT is restricted from making such payment, or a subsidiary is restricted from making a payment to 
the REIT, the REIT could seek the consent of lenders to the making of such payment or could attempt to refinance 
the borrowings that contain this restriction. If the REIT does not obtain a consent or refinance these borrowings or is 
not able to receive cash flow from its subsidiaries, the REIT could remain prohibited from making such a payment. 
The REIT’s failure to make a payment of interest or principal would constitute (after a grace period in respect of a 
non-payment of interest) an Event of Default under the Indenture, which might constitute a default under the terms 
of the REIT’s other indebtedness at that time.  

Redemption Prior to Maturity 

The Debentures may be redeemed at the REIT’s option, subject to certain conditions, on or after November 
30, 2016 and prior to the Maturity Date in whole or in part, at a redemption price equal to the principal amount 
thereof, together with any accrued and unpaid interest, as described under “Description of the Debentures –
Redemption and Purchase”. Holders of Debentures should assume that this redemption option will be exercised if 
the REIT is able to refinance at a lower interest rate or it is otherwise in the interest of the REIT to redeem the 
Debentures. 

Dilution 

The Debentures are convertible into Units at the option of the holder thereof at any time. In addition, the 
REIT may determine to redeem any outstanding Debentures for Units or to repay outstanding principal amounts 
thereunder at maturity of the Debentures on the Maturity Date by issuing additional Units. The issuance of 
additional Units may have a dilutive effect on the REIT’s Unitholders and an adverse impact on the price of Units. 

Limitation in the REITs Ability to Finance Purchase of Debentures 

The REIT is required to make an offer to holders of the Debentures to purchase all or a portion of their 
Debentures for cash in the event of a Change of Control. The REIT cannot assure holders of Debentures that, if 
required, it would have sufficient cash or other financial resources at that time or would be able to arrange financing 
to pay the purchase price of the Debentures in cash. The REIT’s ability to purchase the Debentures in such an event 
may be limited by law, by the Indenture governing the Debentures, by the terms of other present or future 
agreements relating to the REIT’s credit facilities and other indebtedness and agreements that the REIT may enter 
into in the future which may replace, supplement or amend the REIT’s future debt. The REIT’s future credit 
agreements or other agreements may contain provisions that could prohibit the purchase by the REIT of the 
Debentures without the consent of the lenders or other parties thereunder. If the REIT’s obligation to offer to 
purchase the Debentures arises at a time when the REIT is prohibited from purchasing or redeeming the Debentures, 
the REIT could seek the consent of lenders to purchase the Debentures or could attempt to refinance the borrowings 
that contain this prohibition. If the REIT does not obtain consent or refinance these borrowings, the REIT could 
remain prohibited from purchasing the Debentures under its offer. 

The REIT’s failure to purchase the Debentures would constitute an event of default under the Indenture, 
which might constitute a default under the terms of the REIT’s other indebtedness at that time. 
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Market Price of the Debentures 

The market price of the Debentures will be based on a number of factors, including: (a) the prevailing 
interest rates being paid by borrowers similar to the REIT; (b) the overall condition of the financial and credit 
markets; (c) prevailing interest rates and interest rate volatility; (d) the liquidity of the Debentures and the markets 
for similar securities; (e) the financial condition, results of operations and prospects of the REIT; (f) the publication 
of earnings estimates or other research reports and speculation in the press or investment community; (g) the market 
price and volatility of the Units; (h) changes in the industry in which the REIT operates and competition affecting 
the REIT; and (i) general market and economic conditions. 

The condition of the financial and credit markets and prevailing interest rates have fluctuated in the past 
and are likely to fluctuate in the future. Fluctuations in these factors could have an adverse effect on the market price 
of the Debentures. 

Volatility of Market Price of Units and Debentures 

The market price of the Units and Debentures may be volatile. The volatility may affect the ability of 
holders of Debentures to sell the Debentures at a favourable price. Additionally, volatility in the market price of 
Units may result in greater volatility in the market price of the Debentures than would be expected for non-
convertible debt securities. Market price fluctuations in the Units and Debentures may be due to the REIT’s 
operating results failing to meet the expectations of securities analysts or investors in any quarter, downward 
revision in securities analysts’ estimates, governmental regulatory action, adverse change in general market 
conditions or economic trends, acquisitions, dispositions or other material public announcements by the REIT or its 
competitors, along with a variety of additional factors, including, without limitation, those set forth under “Forward-
Looking Statements”. In addition, the market price for securities in the stock markets, including the TSX, have 
recently experienced significant price and trading fluctuations. These fluctuations have resulted in volatility in the 
market prices of securities that often has been unrelated or disproportionate to changes in operating performance. 
These broad market fluctuations may adversely affect the market prices of the Debentures and the Units. 

Investment Eligibility 

There can be no assurance that the Debentures and the Units issuable on conversion, redemption or 
repayment of the Debentures will continue to be qualified investments for Exempt Plans under the Tax Act. The Tax 
Act imposes penalties for the acquisition or holding of non-qualified or ineligible investments. 

Non-Resident Taxation 

The Debentures will not require the REIT to increase the amount of interest or other payments to holders of 
Debentures in the event that the REIT is required to withhold on account of Canadian withholding tax on payments 
of interest or deemed interest under the Debentures, including any deemed interest on the issuance of Units on the 
conversion, redemption or repayment at maturity of the Debentures.  Accordingly, all such payments will be made 
net of any applicable withholding tax.  In addition, a Non-Resident could be subject to Canadian withholding tax on 
a sale of Debentures to a person that is resident or is deemed to be resident in Canada for the purposes of the Tax 
Act.  Non-Residents are strongly encouraged to consult their personal tax advisors regarding the tax consequences of 
acquiring, holding and disposing of Debentures. 

Other Canadian Federal Income Tax Considerations 

Canadian federal income tax laws may be changed in a manner that may adversely affect the amount of 
cash available to be distributed to Unitholders. There can be no assurance that Canadian federal income tax laws 
respecting the treatment of mutual fund trusts will not be changed in a manner which adversely affects the REIT and 
the Unitholders or holders of Debentures. If the REIT were to cease to qualify as a “mutual fund trust” under the 
Tax Act, the income tax considerations described herein would, in some respects, be materially and adversely 
different. 
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No assurance can be given that Canadian federal income tax laws respecting the taxation of income trusts 
and other flow-through entities will not be changed in a manner that adversely affects the REIT and the Unitholders 
or holders of Debentures. 

The REIT Exception is comprised of a number of technical tests and the determination as to whether the 
REIT qualifies for the REIT Exception in any particular taxation year cannot be made with any certainty before the 
end of that taxation year. Based on representations as to certain factual matters from an officer of the REIT, the 
REIT has continuously qualified for the REIT Exception under the SIFT Rules and is expected to continue to so 
qualify throughout the 2013 and subsequent taxation years. However, there can be no assurance that Canadian 
federal income tax laws will not change or that subsequent investments or activities undertaken by the REIT will not 
result in the REIT failing to qualify for the REIT Exception and being subject to the SIFT Rules. If the REIT were 
not to qualify for the REIT Exception and were subject to the SIFT Rules, certain of the income tax considerations 
described herein would, in some respects, be materially and adversely different. 

Risk of Tenant Default 

In the event of default by an operator, delays or limitations in enforcing rights as lessor may be experienced 
and substantial costs in protecting the REIT’s investment may be incurred. Furthermore, at any time, an operator of 
any of the properties in which the REIT has an interest may experience cash flow issues, including in respect of 
paying its payments under the applicable leases, and/or seek the protection of bankruptcy, insolvency or similar laws 
that could result in the disclaimer and termination of such tenant’s lease, any of which events could have an adverse 
effect on the REIT’s financial condition and results of operations and decrease the amount of cash available for 
distribution to Unitholders. Moreover, in the event of the failure of an operator, the REIT may be required to arrange 
for Mainstreet to operate the facilities until another operator can be found. Mainstreet’s ability to operate the 
facilities will be subject to the REIT and Mainstreet receiving the required regulatory approvals, and there is no 
assurance that such approvals will be obtained. In addition, the REIT’s ability to operate a facility or otherwise 
exercise its rights as a landlord following an event of default by an operator may be adversely affected as a 
consequence of it not having a security interest in the personal property of the operator. No such security interests 
have been obtained as against the operators of the REIT’s properties in the United States, except in respect of the 
accounts receivable of Magnolia Health Systems, Inc. arising from the operation of the Brookville Healthcare 
Center. 

Purchases of Properties 

Pursuant to the purchase agreements entered into by the REIT in connection with the acquisitions of the SP 
I Senior Care Portfolio, the SP II Senior Care Portfolio and the Continuum Senior Care Portfolio, the respective 
vendors made certain representations and warranties to the REIT with respect to such portfolios. Those purchase 
agreements include indemnities by the respective vendors in favour of the REIT and its respective affiliates. There 
can be no assurance that the REIT will be fully protected in the event of a breach of such representations and 
warranties or that the vendors will be in a position to satisfy a successful claim by the REIT in the event any such 
breach occurs. The REIT may not be able to successfully enforce the indemnity contained in such purchase 
agreements against the vendors or such indemnity may not be sufficient to fully indemnify the REIT from third 
party claims. In addition, the maximum indemnity available to the REIT under the purchase agreement entered into 
in connection with the SP II Senior Care Portfolio is U.S.$5.5 million. The REIT’s inability to claim for full 
indemnification from the Sellers could have a material and adverse effect on the REIT. 

Risk Factors Relating to U.S. Income Taxes  

Qualification of the Seller REIT as a U.S. Real Estate Investment Trust 

The Seller REIT intends to maintain its qualification as a REIT for U.S. tax purposes for each relevant 
taxable year and will establish procedures to regularly monitor REIT classification and compliance. However, given 
the highly complex nature of the rules governing REITs and the possibility of future changes in circumstances, no 
assurances can be given that the Seller REIT will continue to qualify as a REIT for U.S. federal income tax 
purposes. The failure of the Seller REIT to qualify as a REIT may result in materially reduced distributions to 
Unitholders. Compliance with the rules governing REITs may require the Seller REIT to refrain from certain 
activities and may hinder the Seller REIT’s ability to make certain attractive investments, including the purchase of 
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non-qualifying assets and the expansion of non-real estate activities. Accordingly, the Seller REIT’s opportunities 
and flexibility to change its business strategy may be limited. 

Change of Law 

There can be no assurance that U.S. federal income tax laws, the terms of the Treaty, and the IRS and 
Department of the Treasury administrative and legislative policies respecting the U.S. federal income tax 
consequences described herein will not be changed, possibly on a retroactive basis, in a manner that adversely 
affects Unitholders. In particular, any such change could increase the amount of U.S. federal income tax or 
withholding tax payable by the Fund or its subsidiaries, reducing the amount of distributions which the Fund would 
otherwise receive and thereby reducing the amount available to pay distributions to Unitholders. 

IRS Challenge 

The IRS may challenge certain tax positions taken by the REIT, HealthLease Canada and 
HealthLease U.S., including the position that the interest on the HealthLease U.S. Notes issued in connection 
with the purchase by the REIT of its initial properties and the SP I Senior Care Portfolio is deductible or not subject 
to withholding tax. The REIT and HealthLease U.S. have received opinions from Krieg DeVault LLP that, for 
United States federal income tax purposes, the original HealthLease U.S. Notes issued in connection with the 
purchase by the REIT of its initial properties located in the U.S. and the SP I Senior Care Portfolio should be 
treated as debt of HealthLease U.S. and that the interest on such HealthLease U.S. Notes should be deductible 
subject to any applicable limitations, including Code section 163(j) discussed in more detail below. These opinions 
were based, in part, upon certain interest rate and debt feasibility studies and other analyses prepared on behalf of 
the REIT by its advisors and upon certain assumptions and representations as to factual matters that have been 
provided by the REIT and HealthLease U.S., as requested by counsel. If any of these assumptions or 
representations was inaccurate, the tax consequences of them could differ materially and adversely from 
those described in the opinions. 

Furthermore, there can be no assurance that this position will not be challenged by the IRS. If such 
challenge were sustained, interest payments on the HealthLease U.S. Notes would be recharacterized as non-
deductible distributions with respect to HealthLease U.S.’s equity and would be subject to U.S. withholding 
taxes. 

Even if the HealthLease U.S. Notes were characterized as debt, there is a risk that amounts payable 
by HealthLease U.S. under the HealthLease U.S. Notes may be found to be in excess of those payable at 
arm’s length. In such event, the excess over the arm’s length amount could be recharacterized as non-
deductible distributions on equity. The inability of HealthLease U.S. to deduct all or a portion of the interest 
paid on the HealthLease U.S. Notes could materially increase its taxable income and thus its U.S. federal 
income tax. In addition, the recharacterization of interest payments as distributions on equity could cause such 
payments to be subject to U.S. federal withholding tax. These changes would adversely affect the financial 
position and cash flow of HealthLease U.S. and would reduce its after-tax income available for distribution. 

Code Section 163(j) 

Code section 163(j) imposes an additional limitation on a corporation’s U.S. federal income tax 
deductions for interest paid to related foreign persons exempt from U.S. federal income tax in years in which 
(i) the debt-to-equity ratio of the United States corporate taxpayer exceeds 1.5 to 1 (based on the tax basis of 
assets and subject to certain adjustments), and (ii) the corporation’s net interest expense (i.e., the excess of 
interest expense over interest income) exceeds 50% of ‘‘adjusted taxable income’’. Adjusted taxable income is 
generally defined as the corporation’s taxable income before certain deductions, including net interest expense, 
depreciation, and amortization. For purposes of Code section 163(j), the REIT generally will be ‘‘related’’ to 
HealthLease U.S. provided the REIT owns, directly or by attribution, more than 50% of HealthLease U.S. by 
vote or value. 

Code section 163(j) may limit the ability of HealthLease U.S. to deduct the interest paid on the 
HealthLease U.S. Notes. In addition, there can be no assurance that future changes to U.S. federal income tax 
provisions will not otherwise restrict or eliminate the ability of HealthLease U.S. to claim a deduction for U.S. 
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federal income tax purposes for interest paid on the HealthLease U.S. Notes. An additional restriction on or 
elimination of the ability of HealthLease U.S. to claim deductions for interest payments could increase its 
U.S. federal income tax liability, which would reduce the amount of the distributions which the REIT would 
otherwise receive and thereby have an adverse effect on the amount available to pay distributions to 
Unitholders. 

Disposition of Real Property 

HealthLease U.S. will be subject to tax under the Code on the dispositions of real property, whether 
such properties are sold directly or indirectly through the sale of securities of an underlying entity. In addition, 
HealthLease Canada generally will be subject to tax under the Code on a disposition of stock of HealthLease 
U.S. U.S. taxes paid in connection with such dispositions will reduce the after-tax proceeds received by the 
REIT on such sales. Furthermore, taxes imposed under the Code may be greater than taxes imposed under the 
Tax Act, thereby increasing the effective tax rate to the REIT on such dispositions and reducing the cash 
available for distribution to Unitholders. 

For all of the above reasons and others set forth herein, investment in Debentures and Units involves 
a certain degree of risk. Any person considering the purchase of Debentures should be aware of these and 
other factors set forth in this short form prospectus and should consult with his or her legal, tax and financial 
advisors prior to making an investment in the Offered Units. The Offered Units should only be purchased by 
persons who can afford to lose all of their investment. 

EXPERTS 

The matters referred to under “Eligibility for Investment” and “Certain Canadian Federal Income Tax 
Considerations”, as well as certain other legal matters relating to the issue and sale of the Units, will be passed upon 
on behalf of the REIT by Goodmans LLP and on behalf of the Underwriters by Davies Ward Phillips & 
Vineberg LLP. 

The special purpose combined carve-out financial statements of the SP I Senior Care Portfolio and the 
special purpose combined financial statements of the SP II Senior Care Portfolio, each as of December 31, 2012 and 
2011, and for each of the two years then ended, have been incorporated by reference herein in reliance upon the 
reports of Dauby O’Connor & Zaleski, LLC, independent public accounting firm, appearing elsewhere herein, and 
upon the authority of said firm as experts in accounting and auditing. 

Prior to June 20, 2012, the auditors of the NPR Portfolio, Deloitte LLP, Chartered Accountants, were 
independent of the NPR Portfolio within the meaning of the Rules of Professional Conduct of the Institute of 
Chartered Accountants of Alberta. 

The combined financial statements of Mainstreet Senior Care Portfolio as of December 31, 2011, 2010 and 
2009 and January 1, 2010, and for each of the years in the three-year period ended December 31, 2011, have been 
incorporated by reference in reliance upon the reports of KPMG LLP, independent registered public accounting 
firm, and upon the authority of said firm as experts in accounting and auditing. 

The REIT’s auditors, KPMG LLP, Chartered Accountants, are independent in accordance with the Rules of 
Professional Conduct of the Institute of Chartered Accountants of Ontario. 

As of the date of this short form prospectus, the partners and associates of Goodmans LLP and Davies 
Ward Phillips & Vineberg LLP beneficially owned, directly or indirectly, less than 1% of the outstanding securities 
of the REIT. 

AUDITOR 

The auditors of the REIT are KPMG LLP, Chartered Accountants, Toronto, Ontario. 
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TRANSFER AGENT AND REGISTRAR AND DEBENTURE TRUSTEE 

The transfer agent and registrar for the Units is Equity Financial Trust Company at its principal office in 
Toronto, Ontario. The Debenture Trustee for the Debentures is Equity Financial Trust Company at its principal 
office in Toronto, Ontario. 

PURCHASERS’ STATUTORY RIGHTS 

Securities legislation in certain of the provinces and territories 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 and territories, the 
securities legislation further provides a purchaser with remedies for rescission or, in some jurisdictions, revisions of 
the price or damages if the prospectus and any amendment contains a misrepresentation or is not delivered to the 
purchaser, provided that the remedies for rescission, revisions of the price or damages are exercised by the purchaser 
within the time limit prescribed by the securities legislation of the purchaser’s province or territory. The purchaser 
should refer to any applicable provisions of the securities legislation of the purchaser’s province or territory for the 
particulars of these rights or consult with a legal adviser. 

Original purchasers of Debentures will have a contractual right of rescission against the REIT following the 
conversion of such Debentures in the event that this prospectus or any amendment thereto contains a 
misrepresentation. The contractual right of rescission will entitle such original purchasers to receive from the REIT, 
upon surrender of the Units issued upon conversion of such Debentures, the amount paid for such Debentures, 
provided that the right of rescission is exercised within 180 days from the date of the purchase of such Debentures 
under this prospectus. 

Original purchasers of Debentures are further cautioned that in an offering of convertible securities, such as 
the Debentures, the statutory right of action for damages for a misrepresentation contained in a prospectus is, under 
the securities legislation of certain provinces and territories, limited to the price at which the convertible security 
was offered to the public under the prospectus offering. Accordingly, any further payment made at the time of 
conversion of the security may not be recoverable in a statutory action for damages in such provinces or territories. 
The purchaser should refer to any applicable provisions of the securities legislation of the purchaser’s province or 
territory for the particulars of this right of action for damages or consult with a legal adviser. 

 



 

 

GLOSSARY OF TERMS 

“Administrative Services Agreement” means the administrative services agreement between Mainstreet and the 
REIT pursuant to which Mainstreet provides the REIT with certain advisory and investment management services. 

“AFFO” has the meaning ascribed thereto under “Non-GAAP Measures”. 

“ALZ” means Alzheimer’s/memory care facilities. 

“ALF” means assisted living facilities. 

“Asset Management Agreement” means the asset management agreement between Mainstreet and the REIT 
pursuant to which Mainstreet is the asset manager of the properties owned by the REIT from time to time. 

“Beneficial Debenture Owner” has the meaning ascribed thereto under “Description of the Debentures – Book-
entry System for Debentures”. 

“Board” or “Board of Trustees” means the board of Trustees of the REIT. 

“Canadian Class B Units” means the Class B limited partnership units of the Canadian Partnership. 

“Canadian Exchange Agreement” means the exchange agreement dated as of July 31, 2013 among inter alia the 
REIT, the Canadian Partnership and Healthlease Canada GP Inc. 

“Canadian GAAP” means Canadian generally accepted accounting principles applicable to Canadian publically 
accountable enterprises for financial years ending before January 1, 2011. 

“Canadian Partnership” means Healthlease Canada Limited Partnership, a limited partnership formed under the 
laws of the Province of Alberta. 

“CDS” means CDS Clearing and Depository Services Inc. 

“Change of Control” has the meaning ascribed thereto under “Description of the Debentures – Change of 
Control”. 

“Class B Units” means the Class B limited partnership units of the Partnership. 

“Closing Date” means on or about November 12, 2013 or such later date as the REIT and the Underwriters may 
agree. 

“Continuum Senior Care Portfolio” has the meaning ascribed thereto under “Recent Developments – Continuum 
Senior Care Portfolio”. 

“Conversion Price” means $14.00 per Unit, being a conversion rate of approximately 71.4286 Units for each 
$1,000 principal amount of Debentures. 

“CRA” means the Canada Revenue Agency. 

“Current Market Price” means the volume weighted average trading price for the Units on the TSX for the 
20 consecutive trading days ending five trading days prior to the applicable date. 

“Debentures” means the convertible unsecured subordinated debentures of the REIT qualified by this prospectus. 

“Debenture Certificates” has the meaning ascribed thereto under “Description of the Debentures – Book-Entry 
System for Debentures”. 
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“Debenture Offer” has the meaning ascribed thereto under “Description of the Debentures – Change of Control”. 

“Debenture Offer Price” has the meaning ascribed thereto under “Description of the Debentures – Change of 
Control”. 

“Debenture Trustee” means Equity Financial Trust Company at its principal office in Toronto, Ontario. 

“Declaration of Trust” means the amended and restated declaration of trust of the REIT dated as of June 20, 2012. 

“DRIP” means the distribution reinvestment plan adopted by the REIT, pursuant to which eligible holders of Units 
are entitled to elect to have cash distributions in respect of Units automatically reinvested in additional Units. 

“Exchange Agreement” means the exchange agreement dated as of June 21, 2012 among the REIT, the 
Partnership, the General Partner and Mainstreet. 

“Exchangeable Units” means the Class B Units and the Canadian Class B Units. 

“Exempt Plans” has the meaning ascribed thereto under “Eligibility for Investment.” 

“FFO” means net earnings in accordance with IFRS, (i) plus or minus fair value adjustments on investment 
properties; (ii) plus or minus gains or losses from sales of investment properties; (iii) plus or minus other fair value 
adjustments; (iv) plus acquisition costs expensed as a result of the purchase of a property being accounted for as a 
business combination; (v) plus distributions on exchangeable units; and (vi) plus deferred income tax expense, after 
adjustments for equity accounted entities and joint ventures calculated to reflect FFO on the same basis as 
consolidated properties. 

“Finance” means the Minister of Finance (Canada). 

“Financial Statements” has the meaning ascribed thereto under “Documents Incorporated by Reference”. 

“GAAP” means, collectively, IFRS, Canadian GAAP or U.S. GAAP. 

“General Partner” means HealthLease U.S. GP, Inc., a Delaware corporation. 

“HealthLease” or the “REIT” means HealthLease Properties Real Estate Investment Trust. 

“HealthLease Canada” means a corporation incorporated under the laws of British Columbia, a direct wholly 
owned subsidiary of the REIT. 

“HealthLease Canada Notes” means the subordinated unsecured promissory notes issued or to be issued by 
HealthLease Canada to the REIT. 

“HealthLease U.S.” means a corporation incorporated under the laws of Delaware, an indirect wholly owned 
subsidiary of the REIT. 

“HealthLease U.S. Notes” means the subordinated unsecured promissory notes issued or to be issued by 
HealthLease U.S. to the REIT. 

“IFRS” means International Financial Reporting Standards. 

“ILF” means independent living facilities. 

“Indenture” means the trust indenture to be entered into on or prior or the Closing Date between the REIT and the 
Debenture Trustee governing the terms of the Debentures. 

“Interest Obligation” has the meaning ascribed thereto under “Description of the Debentures – Interest Payment 
Election”. 
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“Interest Payment Date” has the meaning ascribed thereto on the cover page of this prospectus. 

“Interim MD&A” has the meaning ascribed thereto under “Documents Incorporated by Reference”. 

“IPO” means the REIT’s initial public offering of Units. 

“Mainstreet” means Mainstreet Property Group, LLC, together with its affiliates, including Mainstreet Asset 
Management, Inc. 

“Marketing Materials” means the convertible unsecured subordinated debentures term sheet dated October 
22, 2013, filed on SEDAR in connection with the Offering. 

“Maturity Date” means November 30, 2018. 

“MD&A” has the meaning ascribed thereto under “Documents Incorporated by Reference”. 

“next generation” means a concept developed and utilized by management that refers to high-end, hotel-like design 
facilities that are designed to specifically cater to the evolving demands of the growing seniors population, which 
concept may include design features such as private rooms, private baths and restaurant - style dining as well as a 
wide range of possible amenities, including, by way of example, multiple dining options, theatres, spas/salons, 
barber shops, fitness centers, banking, coffee shops, libraries, chapels, cafes, wellness centers, lounges, recreation 
rooms and clubhouses. 

“Non-Resident” means either a ‘‘non-resident’’ of Canada within the meaning of the Tax Act or a partnership that 
is not a ‘‘Canadian partnership’’ within the meaning of the Tax Act. 

“NPR Portfolio” means the six senior housing and care facilities originally owned by Northern Property Real Estate 
Investment Trust and acquired by the REIT in connection with the IPO. 

“Offering” means the public offering of Debentures pursuant to this prospectus. 

“Offering Price” means $1,000 per Debenture. 

“Over-Allotment Option” has the meaning ascribed thereto under “Plan of Distribution”. 

“Participant” has the meaning ascribed thereto under “Description of the Debentures – Book-entry System for 
Debentures”. 

“Partnership” means MPG Healthcare L.P., an Indiana limited partnership. 

“Portfolio” has the meaning ascribed thereto under “HealthLease Properties Real Estate Investment Trust”. 

“REIT Exception” means the exception to the SIFT Rules available to a SIFT trust which satisfies certain 
conditions relating to the nature of a SIFT’s revenue and investments, as more particularly described below under 
“Certain Canadian Federal Income Tax Considerations”. 

“Seller REIT” means RSF REIT V, Inc., an entity all of the interests of which were indirectly acquired by the REIT 
in April 2013. 

“Senior Indebtedness” has the meaning ascribed thereto under “Description of the Debentures – Subordination”. 

“SIFT” means a SIFT trust or a SIFT partnership as defined in the SIFT Rules. 

“SIFT Rules” means the amendments to the Tax Act proclaimed in force on June 22, 2007, as amended, that 
implement the changes announced as part of the Tax Fairness Plan proposed by Finance on October 31, 2006 which 
modify the tax treatment of SIFTs and the tax treatment of their unitholders in the manner described above under 
“Certain Canadian Federal Income Tax Considerations”. 
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“SNFs” means skilled nursing facilities. 

“SP I Senior Care Portfolio” means the thirteen seniors housing and care properties acquired by the REIT in April 
2013. 

 “SP II Senior Care Portfolio” means the six seniors housing and care properties in North Carolina, Ohio and 
Virginia acquired by the REIT in July, 2013. 

“Special Voting Unit” means a special voting unit of the REIT. 

“Tax Act” means the Income Tax Act (Canada) and the regulations thereunder, as amended. 

“Transfer Agent” means Equity Financial Trust Company, at its principal office in Toronto. 

“triple net” means with respect to a lease, a lease in which the tenant pays not only for the use of the premises but 
also for the landlord’s operating costs, including taxes, utilities and insurance. The tenant is also responsible for all 
repairs to the leased premises, including those of a capital or structural nature (except as described in the 
immediately following sentence), and normal day-to-day maintenance, including snow removal, outdoor 
maintenance and gardening, pest control, painting and decorating and maintenance of parking lots. The leases in 
respect of the REIT’s properties located in Canada and in respect of the Continuum Senior Care Portfolio contain an 
exception that the landlord will be responsible for replacing, at its own cost, but only to the extent required due to a 
major structural defect, all structural elements as and when necessary as determined by the REIT, as would a 
prudent owner of a building similar to the facility. 

“Trustees” means the trustees from time to time of the REIT. 

“TSX” means the Toronto Stock Exchange. 

“Underwriters” means BMO Nesbitt Burns Inc., Canaccord Genuity Corp., National Bank Financial Inc., CIBC 
World Markets Inc., Scotia Capital Inc., TD Securities Inc., Dundee Securities Ltd., GMP Securities L.P., Raymond 
James Ltd. and Euro Pacific Canada Inc. 

“Underwriting Agreement” means the underwriting agreement between the REIT and the Underwriters, as 
described under “Plan of Distribution”. 

“Unit” means a unit of the REIT. 

“Unitholders” means the holders of Units from time to time, but “unitholders”, when used in lower case type, 
means holders of Units and Special Voting Units. 

“Unit Interest Payment Election” has the meaning ascribed thereto under “Description of the Debentures – 
Interest Payment Election”. 

“U.S. GAAP” means United States generally accepted accounting principles applicable to United States publically 
accountable enterprises. 

“U.S. Securities Act” means the United States Securities Act of 1933, as amended. 

 



 

 

CERTIFICATE OF THE REIT 

Dated: November 4, 2013 

This short form prospectus, together with the documents incorporated by reference, constitutes full, true 
and plain disclosure of all material facts relating to the securities offered by this short form prospectus as required by 
the securities legislation of each of the provinces and territories of Canada. 

HEALTHLEASE PROPERTIES REAL ESTATE INVESTMENT TRUST 

(Signed) PAUL EZEKIEL TURNER 
Chief Executive Officer 

(Signed) ADLAI CHESTER  
Chief Financial Officer 

On behalf of the Board of Trustees 

(Signed) DAVID W. BEIRNES 
Trustee 

(Signed) NEIL LABATTE 
Trustee 

 

 



 

 

CERTIFICATE OF THE UNDERWRITERS 

Dated: November 4, 2013 

To the best of our knowledge, information and belief, this short form prospectus, together with the 
documents incorporated by reference, constitutes full, true and plain disclosure of all material facts relating to the 
securities offered by this short form prospectus as required by the securities legislation of each of the provinces and 
territories of Canada. 

 

BMO NESBITT BURNS INC. 

By: (Signed) JONATHAN LI 

 

CANACCORD GENUITY CORP. NATIONAL BANK FINANCIAL INC. 

By: (Signed) JUSTIN BOSA  By: (Signed) ANDREW WALLACE 

 

CIBC WORLD MARKETS INC. 

By: (Signed) JEFF APPLEBY 

 

SCOTIA CAPITAL INC. TD SECURITIES INC. 

By: (Signed) BRYCE STEWART By: (Signed) ARMEN FARIAN 

 

DUNDEE SECURITIES LTD. GMP SECURITIES L.P. RAYMOND JAMES LTD. 

By: (Signed) BRAD CUTSEY By: (Signed) ALFRED AVANESSY By: (Signed) LUCAS ATKINS 

 

EURO PACIFIC CANADA INC. 

By: (Signed) DAVID CUSSON 
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