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$80,068,000 

10,820,000 Subscription Receipts  

each representing the right to receive one Unit 

This short form prospectus qualifies for distribution 10,820,000 subscription receipts (the “Subscription Receipts”) 

of Slate Office REIT (formerly FAM Real Estate Investment Trust) (the “REIT”) at a price of $7.40 per 

Subscription Receipt (the “Offering”). Each Subscription Receipt will entitle the holder thereof to receive one trust 

unit of the REIT (a “Unit”) upon completion of the Acquisition (as defined below) by the REIT without payment of 

any additional consideration or any further action on the part of the holder. The Offering is being made pursuant to 

an underwriting agreement dated May 27, 2015 (the “Underwriting Agreement”) among the REIT and TD 

Securities Inc. (“TDSI”), BMO Nesbitt Burns Inc. (“BMO”), CIBC World Markets Inc. (“CIBC”), GMP Securities 

L.P., RBC Dominion Securities Inc., National Bank Financial Inc., Scotia Capital Inc., Canaccord Genuity Corp., 

Desjardins Securities Inc. (“Desjardins”) and Raymond James Ltd. (collectively, the “Underwriters”). 

The proceeds from the sale of the Subscription Receipts, net of half of the fee payable to the Underwriters (together 

with Earned Interest (as defined below), the “Escrowed Funds”), will be delivered to and held by Computershare 

Trust Company of Canada, as subscription receipt agent (the “Subscription Receipt Agent”), and upon receipt of a 

direction from the REIT, invested in short-term obligations of, or guaranteed by, the Government of Canada (and 

other approved investments that would each be a qualified investment for Exempt Plans (as defined below)) pending 

the earlier of the completion of the Acquisition or the occurrence of a Termination Event (as defined below). Upon 

the completion of the Acquisition and satisfaction of the other conditions to the exchange of the Subscription 

Receipts: (a) one Unit will be automatically issued in exchange for each Subscription Receipt, without payment of 

additional consideration or any further action on the part of the holder; (b) the Subscription Receipt Adjustment 

Payment (as defined herein), if any, less applicable withholding taxes, if any, will become payable in respect of each 
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Subscription Receipt; and (c) the Escrowed Funds (less the remaining half of the Underwriters’ Fee (as defined 

below) payable) will be released to the REIT which will then be utilized to pay a portion of the purchase price of the 

Acquisition and the REIT’s expenses of the Acquisition. 

If (a) the completion of the Acquisition does not occur on or before 5:00 p.m. (Toronto time) on September 30, 

2015, (b) the REIT delivers to the Underwriters and the Subscription Receipt Agent a notice, executed by the REIT, 

declaring that the Acquisition Agreement (as defined below) has been terminated or that the REIT will not be 

proceeding with the Acquisition, or (c) the REIT formally announces to the public by way of a press release that it 

does not intend to proceed with the Acquisition (each, a “Termination Event”), each Subscription Receipt will 

entitle the holder thereof to receive an amount equal to the aggregate of (i) $7.40 (the “Subscription Price”), (ii) his 

or her pro rata share of the interest or other income actually earned on the investment of the Escrowed Funds from, 

and including, the date of the Offering Closing (as defined below) to, but excluding, the date of the Termination 

Event (the “Earned Interest”), and (iii) his or her pro rata share of the interest that would have otherwise been 

earned on the 50% of the Underwriters’ Fee paid to the Underwriters on the Offering Closing as if such 50% of the 

Underwriters’ Fee had been held in escrow as part of the Escrowed Funds and not paid to the Underwriters (the 

“Deemed Interest”). In the event that the gross proceeds of the Offering are required to be remitted to purchasers of 

the Subscription Receipts, the REIT will pay an amount equal to half of the Underwriters’ Fee payable with respect 

to the Offering plus the Deemed Interest such that all of the gross proceeds of the Offering would be refunded to 

purchasers of the Subscription Receipts. See “Description of the Subscription Receipts”.  

The issued and outstanding Units of the REIT are listed and posted for trading on the Toronto Stock Exchange (the 

“TSX”) under the symbol “SOT.UN”. The TSX has conditionally approved the listing of the Subscription Receipts 

and the Units issuable upon exchange of the Subscription Receipts (and the Additional Subscription Receipts (as 

defined below)) to be distributed under this prospectus on the TSX. Listing is subject to the REIT fulfilling all of the 

listing requirements of the TSX on or prior to August 28, 2015. The closing price of the Units on the TSX on May 

20, 2015, the last full trading day prior to the announcement of the Offering, was $7.80. There is currently no 

market through which the Subscription Receipts may be sold and purchasers may not be able to resell 

Subscription Receipts purchased hereunder. This may affect the pricing of the Subscription Receipts in the 

secondary market, the transparency and availability of trading prices, the liquidity of the Subscription 

Receipts and the extent of issuer regulation. See “Risk Factors”. 

 Price $7.40 per Subscription Receipt  

 Price to the 

Public(1) 
 

Underwriters’  

Fee(2)(3) 
 Net Proceeds(4) 

 

Per Subscription Receipt .........................................  $7.40  $0.296  $7.104  

Total
(5)

 ...................................................................... 
 $80,068,000  $3,202,720  $76,865,280  

_________ 

Notes: 

(1) The price of the Subscription Receipts was established by negotiation between the REIT and the Underwriters with reference to the 

market price of the Units and other applicable factors. 

(2) The Underwriters’ Fee is payable as to 50% upon the Offering Closing and 50% upon completion of the Acquisition. If the Acquisition is 
not completed, the Underwriters’ Fee will be reduced to the amount payable upon the Offering Closing. 

(3) The Underwriters will receive a fee of $0.296 per Subscription Receipt in connection with the 10,820,000 Subscription Receipts being 

purchased by the public (the “Underwriters’ Fee”). See ‘‘Plan of Distribution’’. 

(4) Before deducting expenses of the Offering estimated at $350,000 (excluding interest, if any, on the Escrowed Funds and transaction costs 

associated with the Acquisition), which, together with the Underwriters’ Fee, will be paid from the proceeds of the Offering. 

(5) The REIT has granted to the Underwriters an option (the “Over-Allotment Option”), exercisable at the Underwriters’ sole option and 

without obligation, in whole or in part, at any time up to the earlier of (a) 30 days after the Offering Closing and (b) the occurrence of a 

Termination Event, to purchase up to an additional 1,623,000 Subscription Receipts (the “Additional Subscription Receipts”) at a price 
of $7.40 per Additional Subscription Receipt (equal to 15% of the aggregate number of such securities sold pursuant to the base 

Offering) to cover over-allotments, if any, and for market stabilization purposes. If the Over-Allotment Option is exercised in whole or in 

part following the completion of the Acquisition, an equal number of Units will be issuable in lieu of Subscription Receipts. If the Over-
Allotment Option is exercised in full, the total price to the public, Underwriters’ Fee and net proceeds (before deducting the expenses of 
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this Offering) will be $92,078,200, $3,683,128 and $88,395,072, respectively. This prospectus qualifies the distribution of the Over-

Allotment Option and any Additional Subscription Receipts issuable on the exercise thereof as well as Units issuable in lieu of 
Subscription Receipts if the Over-Allotment Option is exercised in whole or in part following the completion of the Acquisition. A 

purchaser who acquires securities forming part of the Underwriters’ over-allocation position acquires those securities under this short 

form prospectus, regardless of whether the over-allocation position is ultimately filled through the exercise of the Over-Allotment Option 
or secondary market purchases. If the Over-Allotment Option is exercised, the proceeds received by the REIT will be used to pay a 

portion of the purchase price of the Acquisition and related expenses and for general trust purposes. See “Plan of Distribution” and “Use 

of Proceeds”. 

Underwriters’ Position  

Maximum Size or 

Number of Securities 

Available  Exercise Period  Exercise Price 

 

Over-Allotment Option  Option to acquire up to 

1,623,000 Additional 

Subscription Receipts 

 Earlier of (a) 30 days 

from the Offering 

Closing and (b) the 

occurrence of a 

Termination Event 

 $7.40 per Additional 

Subscription Receipt 

 

On April 9, 2015, FAM LP (as defined herein) entered into an agreement of purchase and sale, as amended on May 

21, 2015 (the “Acquisition Agreement”), to acquire a portfolio of 14 properties (the “Acquisition Properties”) 

from Fortis Properties Corporation (“Fortis Properties”) for an aggregate purchase price of $430 million, subject to 

adjustments (the “Acquisition”). The REIT intends to use the net proceeds of the Offering (including the net 

proceeds, if any, of the Over-Allotment Option) to pay a portion of the purchase price of the Acquisition and related 

expenses in connection with the Acquisition. Fortis Inc. (“Fortis”) has agreed to subscribe for 4,729,729 Units at a 

price of $7.40 per Unit by way of private placement subject to and concurrent with the Acquisition Closing (as 

defined herein). The Acquisition will be partially financed by the Revolving Operating Facility (as defined herein). 

See “The Acquisition” and “Use of Proceeds”. 

Pursuant to a commitment letter dated May 21, 2015 between FAM LP, the REIT and SJHP (as defined herein), 

SJHP has agreed to acquire a 90% undivided interest in the Co-Owned Properties (as defined herein), being three of 

the Acquisition Properties, at the time of the Acquisition Closing. The REIT will continue to hold a 10% interest in 

the Co-Owned Properties, and pursuant to the terms of the Co-Owners Agreement (as defined herein) between SJHP 

and the REIT, Slate will be appointed as asset and corporate manager to manage all aspects of the Co-Owned 

Properties and the co-owners’ interests therein. The acquisition of the Co-Owned Properties will be partially 

financed by the Term Loan Facility (as defined herein). See “The Acquisition – SJHP Joint Venture”. 

A return on a purchaser’s investment in Units received upon the exchange of the Subscription Receipts is not 

comparable to the return on an investment in a fixed income security. The recovery of a purchaser’s initial 

investment is at risk, and the anticipated return on a purchaser’s investment is based on many performance 

assumptions. Although the REIT intends to make distributions from AFFO (as defined herein) to Unitholders (as 

defined herein), 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 will decline if the REIT is unable to meet its AFFO targets in the future, and 

that decline may be material. See “Risk Factors” and “Non-IFRS Measures”. 

There are certain risks inherent in an investment in the Subscription Receipts, the Units issuable upon 

exchange of the Subscription Receipts and in the activities of the REIT. Prospective investors should carefully 

consider these risk factors before purchasing Subscription Receipts. See “Risk Factors”. 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 13 to 22 of the AIF (as defined herein) incorporated by reference herein and the section 

entitled “Risks and Uncertainties” on pages 43 to 46 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. 
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In connection with this Offering, the Underwriters may effect transactions that stabilize or maintain the market price 

of the securities at levels other than those which otherwise might prevail on the open market. The Underwriters 

may offer the securities at prices lower than that stated above. See “Plan of Distribution”. 

The after-tax return from an investment in Units received upon the exchange of the Subscription Receipts to 

Unitholders subject to Canadian federal income tax will depend, in part, on the composition for tax purposes of 

distributions paid by the REIT on its Units, portions of which may be fully or partially taxable or may constitute “tax 

deferred” returns of capital (meaning such returns are themselves non-taxable, but reduce the adjusted cost base of a 

Unitholder’s Units). The composition for tax purposes of those distributions may change over time, thus affecting 

the after-tax return to Unitholders. Prospective purchasers of Subscription Receipts should consult their own tax 

advisors with respect to Canadian income tax considerations in their circumstances. See “Certain Canadian Federal 

Income Tax Considerations”. 

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) (the “Tax Act”) and offers and sells its Subscription Receipts and 

Units to the public. Subscription Receipts and Units are not “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. 

The Underwriters, as principals, conditionally offer the Subscription Receipts, subject to prior sale, if, as and when 

issued by the REIT and accepted by the Underwriters in accordance with the conditions contained in the 

Underwriting Agreement referred to under “Plan of Distribution” and subject to the approval of certain legal matters 

on behalf of the REIT by McCarthy Tétrault LLP and on behalf of the Underwriters by Blake, Cassels & Graydon 

LLP. The Underwriters may engage in market stabilization activities as described under “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 (the “Offering Closing”) is expected 

to occur on June 10, 2015 or such later date as may be agreed to in writing by the REIT and the Underwriters, but in 

any event not later than June 24, 2015. Registrations and transfers of Subscription Receipts will be effected 

electronically through the non-certificated inventory (“NCI”) system administered by CDS Clearing and Depository 

Services Inc. (“CDS”). Beneficial owners of Subscription Receipts (and Additional Subscription Receipts, if any) 

will not, except in certain limited circumstances, be entitled to receive physical certificates evidencing their 

ownership of Subscription Receipts. See “Description of the Subscription Receipts – Non-Certificated Inventory 

System”. 

TDSI and BMO are affiliates of Canadian chartered banks that are lenders to the REIT under the Revolving 

Operating Facility. TDSI is an affiliate of a Canadian chartered bank that is a lender to the REIT under the 

Revolving Credit Facility (as defined herein) and in connection with mortgage financing in respect of certain 

properties of the REIT. CIBC is an affiliate of a Canadian chartered bank that is a lender to the REIT under 

the Term Loan Facility (as defined herein). CIBC is also acting as financial advisor to Fortis Properties in 

connection with the Acquisition. Desjardins is an affiliate of certain Quebec cooperative groups that have 

provided the MTS Project Financing (as defined herein). Consequently, the REIT may be considered a 

“connected issuer” of TDSI, BMO, CIBC and Desjardins under applicable Canadian securities laws. See 

“Plan of Distribution – Relationship Between the REIT and Certain Underwriters”.  

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 December 17, 2014, as 

amended on March 16, 2015 and May 25, 2015 (the “Declaration of Trust”). The REIT’s principal office is located 

at 200 Front Street West, Suite 2400, Toronto, Ontario, M5V 3K2.  
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DOCUMENTS INCORPORATED BY REFERENCE 

Information has been incorporated by reference in this 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 Slate Office REIT at 200 Front Street West, Suite 2400, Toronto, Ontario 

M5V 3K2, 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 and territories 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 and territories of Canada, are specifically incorporated by reference into and form an 

integral part of this prospectus: 

(a) the REIT’s annual information form (the “AIF”) for the period ended December 31, 2014 dated 

March 6, 2015; 

(b) the audited consolidated financial statements of the REIT for the financial year ended December 

31, 2014, together with the notes thereto; 

(c) management’s discussion and analysis of financial condition and results of operations of the REIT 

for the financial year ended December 31, 2014 (the “MD&A”); 

(d) the unaudited consolidated financial statements of the REIT for the three-months ended March 31, 

2015, together with the notes thereto; 

(e) management’s discussion and analysis of financial condition and results of operations of the REIT 

for the three-months ended March 31, 2015 (the “Q1 MD&A”); 

(f) the REIT’s management information circular dated April 15, 2015 in connection with the annual 

meeting of the unitholders of the REIT held on May 25, 2015; 

(g) the REIT’s management information circular dated October 30, 2014 in connection with the 

special meeting of unitholders of the REIT held on December 5, 2014; 

(h) the REIT’s business acquisition report dated February 27, 2015; 

(i) the term sheet dated May 21, 2015 in respect of the Offering (the “Marketing Materials”); and 

(j) the material change report dated June 1, 2015 in respect of the Offering and the Acquisition. 

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 and 

territories of Canada subsequent to the date of this prospectus and prior to the termination of this distribution shall 

be deemed to be incorporated by reference in this prospectus. 

Any statement contained in this prospectus or 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 

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 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 
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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 prospectus. 

MARKETING MATERIALS 

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

Materials have been modified or superseded by a statement contained in this prospectus. Any template version of 

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

securities commission or similar authority in each of the provinces and territories of Canada in connection with this 

Offering after the date hereof but prior to the termination of the distribution of the Subscription Receipts (and any 

Additional Subscription Receipts offered hereunder) under this prospectus (including any amendments to, or an 

amended version of, the Marketing Materials) is deemed to be incorporated by reference herein. 

MEANING OF CERTAIN REFERENCES 

References to the “REIT” in this prospectus include its Subsidiaries where the context requires. References 

to dollars or “$” are to Canadian currency. Unless otherwise indicated, the disclosure in this prospectus assumes that 

the Over-Allotment Option is not exercised. 

ELIGIBILITY FOR INVESTMENT 

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

to the Underwriters, provided that, on the date of the Offering Closing, either: (i) the Subscription Receipts are listed 

on a “designated stock exchange” as defined in the Tax Act (which includes the TSX); or (ii) the REIT qualifies as a 

“mutual fund trust” under the Tax Act or the Units are listed on a designated stock exchange for the purpose of the 

Tax Act and, in each case described in (ii), each person who is an annuitant, a beneficiary, an employer or a 

subscriber under a particular Exempt Plan (as defined below) deals at arm’s length with the REIT and is not the 

REIT itself, then, the Subscription Receipts, on the date of the Offering Closing, will be qualified investments for 

trusts governed by registered retirement savings plans (“RRSPs”), registered retirement income funds (“RRIFs”), 

registered disability savings plans, deferred profit sharing plans, registered education savings plans and tax-free 

savings accounts (“TFSAs”), each as defined in the Tax Act (collectively “Exempt Plans”). In addition, provided 

that, on the date of the Offering Closing, the REIT qualifies as a “mutual fund trust” under the Tax Act or the Units 

are listed on a designated stock exchange for the purpose of the Tax Act, the Units, including the Units issuable on 

the exchange of the Subscription Receipts, would be qualified investments for the Exempt Plans, on the date of the 

Offering Closing. 

Notwithstanding the foregoing, a holder of a TFSA or an annuitant under an RRSP or RRIF, as the case 

may be, will be subject to a penalty tax if the Subscription Receipts or Units held in the TFSA, RRSP or RRIF are a 

“prohibited investment” as defined in the Tax Act for the TFSA, RRSP or RRIF. Subscription Receipts or Units 

generally will be a “prohibited investment” for trusts governed by a TFSA, RRSP or RRIF if the holder of the TFSA 

or the annuitant under the RRSP or RRIF, as applicable, (i) does not deal at arm’s length with the REIT for the 

purposes of the Tax Act or (ii) has a “significant interest”, as defined in the Tax Act, in the REIT. In addition, the 

Units will generally not be a “prohibited investment” if the Units are “excluded property” (as defined in the Tax 

Act). Holders of TFSAs, and annuitants under RRSPs or RRIFs, should consult their own tax advisors as to whether 

the Subscription Receipts or Units will be a “prohibited investment” in their particular circumstances. 

Redemption Notes (as defined herein) or other property received as a result of a redemption in specie of 

Units may not be a qualified investment for Exempt Plans, and this may give rise to adverse consequences to such 

Exempt Plan or the holder of or the annuitant or beneficiary under that Exempt Plan. Accordingly, holders of 

Exempt Plans that own Units should consult their own tax advisors before deciding to exercise the redemption rights 

attached to the Units. 

This opinion is subject to the assumptions, limitations and qualifications set out under the heading “Certain 

Canadian Federal Income Tax Considerations”. 
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NON-IFRS MEASURES 

All financial information in this prospectus has been prepared in accordance with IFRS. However, this 

prospectus also contains certain non-IFRS financial measures including “NOI”, “FFO” and “AFFO” since these 

measures are commonly used by entities in the real estate industry as useful metrics for measuring performance and 

ability to generate cash flows. However, they do not have any standardized meaning prescribed by IFRS and are not 

necessarily comparable to similar measures presented by other publicly traded entities. These measures should be 

considered as supplemental in nature and not as a substitute for related financial information prepared in accordance 

with IFRS. 

Net operating income (“NOI”) is a supplemental non-IFRS financial measure that is not defined under 

IFRS. NOI is defined as revenue from investment properties less property operating expenses. Management 

considers NOI to be an appropriate supplemental performance measure as it reflects the operating performance of 

the real estate portfolio. 

Funds from operations (“FFO”) is a supplemental non-IFRS financial measure for evaluating operating 

performance widely used in the Canadian real estate industry. The REIT calculates FFO in accordance with the 

guidelines set out by the Real Property Association of Canada. Specifically, the REIT calculates FFO as net income 

calculated in accordance with IFRS adjusted for most non-cash expenses including amortization of capitalized 

leasing costs, gains and losses on dispositions of investment properties, fair value adjustments to investment 

properties, fair value adjustments to Class B LP units and warrants which are puttable instruments classified as 

financial liabilities, share of net income or loss from equity accounted investment and distributions on Class B LP 

units. Management believes FFO is an important measure of operating performance of the REIT. 

Adjusted funds from operations (“AFFO”) is a supplemental non-IFRS financial measure that is used in the 

real estate industry to assess the sustainability of future cash distributions. AFFO is indicative of available cash flow 

after capital expenditures and leasing costs including leasing commissions, tenant improvements and inducements. 

AFFO is defined by the REIT as FFO adjusted for certain items including: amortization of straight-line rent; 

accretion on the vendor take-back loan; amortization of deferred transaction costs; fair value adjustments to interest 

rate swaps; normalized direct leasing costs and capital expenditures; de-recognition and amortization of mark-to-

market adjustments on mortgages refinanced or discharged; guaranteed income supplement; and the interest rate and 

capital expenditure subsidies. 

NOI, FFO and AFFO should not be construed as alternatives to net income or cash flow from operating 

activities determined in accordance with IFRS as indicators of the REIT’s performance. The REIT’s method of 

calculating NOI, FFO and AFFO may differ from other issuers’ methods and accordingly may not be comparable to 

measures used by other issuers. The IFRS measurement most directly comparable to NOI, FFO and AFFO is net 

income. See the MD&A and the Q1 MD&A for a reconciliation of NOI, FFO and AFFO to net income.  

FORWARD-LOOKING STATEMENTS 

This prospectus 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 identify forward-looking statements. Some of the specific forward-looking 

statements in this prospectus include, but are not limited to, statements with respect to the following: 

 the closing of the Acquisition, the Offering and the related transactions contemplated herein; 

 the effect of the Acquisition, the Offering and the related transactions contemplated herein on the 

financial performance of the REIT; 

 the expected timing for completion of the Acquisition; 
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 the assumptions and estimates in the Pro Forma Financials (as defined herein); 

 the intention of the REIT to pay stable and growing distributions; 

 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; 

 the access of the REIT to debt and equity capital markets; and 

 the projected NOI, AFFO and free cash flows expected to be received by the REIT in connection 

with or related to the Acquisition. 

The forward-looking statements relating to projected NOI, AFFO and free cash flows expected to be 

received by the REIT in connection with or related to the Acquisition are based on a number of factors and 

assumptions as described herein, including the amounts to be received by the REIT pursuant to leases and the related 

distributions to the REIT, the rate of interest payable pursuant to financing the Acquisition, amounts payable 

pursuant to property management arrangements in respect of the Acquisition and the principal repayments required 

pursuant to financing the Acquisition. 

Actual results of operations of the REIT in respect of the Acquisition and the resulting financial results may 

vary from the amounts set forth herein, and such variation may be material, including certain risk factors relating to 

the Acquisition discussed under “Risk Factors”. 

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 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 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 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 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. 

THE REIT 

The REIT is an unincorporated, open-ended real estate investment trust established under the laws of the 

Province of Ontario. The REIT’s strategy is to focus on acquiring, holding, developing, maintaining, improving, 

leasing and managing office properties in Canada. The REIT’s head office is located at 200 Front Street West, Suite 

2400, Toronto, Ontario M5V 3K2. The REIT completed its initial public offering (the “IPO”) on December 28, 

2012, raising gross proceeds of $58.8 million. 
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The REIT currently owns a portfolio of 35 income-producing properties located in Manitoba, Alberta, 

Saskatchewan, Ontario and the Northwest Territories containing approximately 2.9 million square feet of existing 

gross leasable area (“GLA”). 

From the IPO until November 4, 2014, the REIT was managed by Huntingdon Capital Corp. 

(“Huntingdon”), pursuant to the terms of a management agreement dated December 28, 2012. On August 12, 2014, 

in connection with the announcement by Huntingdon that it had entered into a definitive agreement to be acquired 

by Slate Capital Corporation (“Slate Capital”), a wholly-owned subsidiary of Slate Asset Management L.P. 

(“Slate”), the REIT entered into the amended and restated Management Agreement. Upon completion of Slate 

Capital’s acquisition of Huntingdon on November 4, 2014, the REIT's amended and restated Management 

Agreement became effective and Slate effectively assumed Huntingdon's responsibilities in its capacity as manager 

of the REIT and indirectly owns, or controls or directs, all of the Units, Special Voting Units and accompanying 

Class B LP units held by Huntingdon. On January 1, 2015, Huntingdon, Slate GTA Suburban Office Inc. (“Slate 

GTA”) and Slate Capital amalgamated and continued as Huntingdon. 

Slate (through Huntingdon, the manager of the REIT) now provides strategic, asset management, property 

management, leasing, construction management and administrative services necessary to manage the day-to-day 

operations of the REIT and its assets. Slate brings a strong track record as a successful real estate asset manager, two 

decades of experience with over $2.5 billion in completed acquisitions and significant experience in office real 

estate. 

As of the date hereof, Slate has beneficial ownership over approximately 33.7% of the Units of the REIT 

on a fully exchanged basis through its ownership of 1,687,251 Units, 2,977,132 Class B LP units of FAM 

Management Limited Partnership (“FAM LP”), a Subsidiary of the REIT, and 2,096,686 Class B LP units of FAM 

II Limited Partnership (“FAM II LP”), another Subsidiary of the REIT. The Class B LP units are economically 

equivalent to and exchangeable for Units.  

RECENT DEVELOPMENTS 

 Appointment of New CEO and CFO, Additional Trustees and Name Change 

On January 22, 2015, Slate announced that it had appointed Scott Antoniak and Brian Moncik as CEO and 

CFO, respectively, of the REIT. 

On March 6, 2015, the REIT announced that it would be changing its name from FAM Real Estate 

Investment Trust to Slate Office REIT, which took effect on March 16, 2015. The REIT also announced that under 

its new management by Slate and new leadership team, the REIT has renewed its strategic objectives to: 

 Reposition the REIT as a pure play office REIT by divesting existing retail and industrial 

portfolios in a disciplined and orderly fashion to maximize unitholder value. The acquisitions 

made by the REIT in December 2014 are consistent with this strategy. 

 Focus growth on high quality, non-core assets including downtown and suburban office 

properties. 

 Create an institutional quality investment vehicle leveraging Slate's sophisticated and professional 

management resources. 

On March 18, 2015, the REIT announced the appointment of John O'Bryan to the Board of Trustees. Mr. 

Al Mawani was subsequently appointed to the Board of Trustees on April 14, 2015, and Mr. Blair Welch was 

elected as a Trustee at the annual and special meeting of Unitholders held on May 25, 2015. As a result of the 

foregoing, the size of the Board was increased from five to seven Trustees. 
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Other Matters 

On May 27, 2015, the REIT announced that it had entered into a binding agreement to sell 110 Lowson 

Crescent in Winnipeg, Manitoba for $6.7 million ($110 per square foot). The disposition is expected to be 

completed in the second quarter of 2015 and remains subject to customary closing conditions. 

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 or dispositions (directly or indirectly) of new properties or investments by the REIT 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, disposition or investment and, if they do, what the final terms or timing of any acquisition, 

disposition or investment would be. The REIT expects to continue to actively pursue other acquisition, disposition 

and investment opportunities during the course of the Offering. 

There are no significant probable acquisitions currently identified by the REIT whereby financial 

statements would be required to be included in this prospectus in order for this prospectus to contain full, true and 

plain disclosure. 

THE ACQUISITION 

Overview 

On April 9, 2015, FAM LP entered into the Acquisition Agreement (as amended on May 21, 2015) with 

Fortis Properties to acquire the Acquisition Properties for an aggregate purchase price of $430 million, subject to 

adjustments, all pursuant to the provisions of the Acquisition Agreement. Subject to and concurrently with the 

Acquisition Closing, Fortis has agreed to subscribe for 4,729,729 Units on a private placement basis (the “Private 

Placement”) at a price of $7.40 per Unit for aggregate proceeds to the REIT of approximately $35 million. The 

REIT intends to use the net proceeds of the Offering (including the net proceeds, if any, of the Over-Allotment 

Option) and the Private Placement to pay a portion of the purchase price of the Acquisition and related expenses. It 

is anticipated that the closing of the Acquisition will occur late in the second quarter or early in the third quarter of 

2015 but in any event on or before September 30, 2015 (the “Acquisition Closing”). After giving effect to the 

Acquisition, the REIT’s portfolio will consist of 49 properties with over 5.4 million square feet of GLA. 

The transactions contemplated by the Acquisition Agreement will be conditional upon the satisfaction of 

certain conditions including, receipt of Competition Act (Canada) approval, other third party approvals and settling 

franchising arrangements in connection with the hotel business at the Brunswick Square Property (as defined 

herein). The Acquisition Agreement also provides that Fortis will guarantee all post-Acquisition Closing obligations 

of Fortis Properties under the Acquisition Agreement up to a maximum aggregate liability of 10% of the purchase 

price of the Acquisition, subject to certain limited exceptions. 

Effective May 21, 2015, the REIT waived the due diligence closing condition in its favour pursuant to the 

provisions of the Acquisition Agreement. 

The appraised value of the Acquisition Properties, in the aggregate, as of May 1, 2015, was approximately 

$446.1 million, which exceeds the $430 million purchase price for the Acquisition Properties. The appraised value 

of the REIT’s proportionate share of the Acquisition Properties after giving effect to the SJHP Joint Venture (as 

defined below) was approximately $319.8 million, which exceeds the $304 million purchase price attributable to the 

REIT’s proportionate share of the Acquisition Properties. 

Subject to and concurrently with the Acquisition Closing, the REIT and Fortis will enter into the Fortis 

Subscription Agreement (as defined below), whereby Fortis will subscribe for 4,729,729 Units at a price of $7.40 

per Unit by way of the Private Placement. Pursuant to the terms of the Fortis Subscription Agreement, Fortis will be 

subject to a 12-month hold period on the Units acquired pursuant to the Private Placement and, so long as it holds 

10% or more of the outstanding Units, including all Units issuable upon the exchange of Class B LP units 
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outstanding at such time, the REIT will nominate one Fortis representative for election to the Board of Trustees on 

an annual basis.  

Pursuant to a commitment letter dated May 21, 2015 between FAM LP, the REIT and SJHP, SJHP has 

agreed to acquire a 90% undivided interest in the Co-Owned Properties, being three of the Acquisition Properties, at 

the time of the Acquisition Closing. The REIT will continue to hold a 10% interest in the Co-Owned Properties and, 

pursuant to the terms of the Co-Owners Agreement between SJHP and the REIT, Slate will be appointed as asset 

and corporate manager to manage all aspects of the Co-Owned Properties and the co-owners’ interests therein. The 

acquisition of the Co-Owned Properties will be partially financed by the Term Loan Facility. 

Management believes that the Acquisition Properties provide numerous strategic and financial benefits for 

the REIT and Unitholders, including: 

 The Acquisition Properties principally consist of high quality office buildings located in major 

markets in Atlantic Canada. The Acquisition nearly doubles the REIT’s asset base and creates a 

national footprint with 49 properties and total GLA of 5.4 million square feet. After giving effect 

to the Acquisition, approximately 86% of the REIT’s NOI will come from office properties. The 

Acquisition delivers on the REIT’s stated growth strategy and focus on office assets. 

 The REIT’s proportionate interest in the Acquisition Properties is being purchased significantly 

below replacement cost at $123 per square foot and at an attractive going-in cap rate of 8.2%. 

 The Acquisition is approximately 10% accretive to the REIT’s AFFO per Unit and the REIT’s 

AFFO payout ratio will also decrease. 

 The REIT’s proportionate interest in the Acquisition Properties has an average occupancy of 

88.8%, which represents an opportunity for the REIT to increase occupancy and add value by 

introducing its hands-on management approach to the acquired assets. 

The following table sets forth certain summary information with respect to the Acquisition Properties and 

the REIT’s pro forma ownership interest in each property following the Acquisition Closing:  

  
Property Name City Province 

Ownership 

Interest 

GLA  

(Sq. Ft.) 

REIT 

Owned 

GLA1 

Major Tenants2 

1.  Blue Cross Centre Moncton NB 100% 325,735 325,735 

Medavie Inc., Moncton 

Public Library, Atlantic 

Canada Opportunities 

Agency 

2.  
Brunswick Square and 

Delta Brunswick Hotel 
Saint John NB 100% 521,4643 521,4643 Bell Aliant, Irving Oil, 

Salesforce.com 

3.  Kings Place Fredericton NB 100% 292,986 292,986 

Province of New 

Brunswick, a Canadian 

Schedule I Bank 

4.  Maritime Centre Halifax NS 100% 567,925 567,925 

Bell Aliant, Province of 

Nova Scotia, 

Government of Canada 

                                                           

1 Information as at March 31, 2015. 
2 Represents post-Acquisition tenants. 
3 Excludes Delta Brunswick Hotel GLA of 221,303 square feet comprising 254 guest rooms. 
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Property Name City Province 

Ownership 

Interest 

GLA  

(Sq. Ft.) 

REIT 

Owned 

GLA1 

Major Tenants2 

5.  Cabot Place St. John’s NL 10% 137,324 13,732 

Hibernia Management 

& Development 

Company, Stewart 

McKelvey, BMO 

Nesbitt Burns 

6.  Fort William Building St. John’s NL 100% 188,170 188,170 Bell Aliant 

7.  Fortis Building St. John’s NL 100% 82,648 82,648 
Curtis Dawe, Fortis 

Properties 

8.  Fortis Place St. John’s NL 10% 143,516 14,3523 

Deloitte, Fortis, 

Schlumberger Canada 

Limited 

9.  Fortis Tower 
Corner 

Brook 
NL 100% 68,196 68,196 

Newfoundland and 

Labrador Department of 

Natural Resources 

10.  Fraser Mall Gander NL 100% 98,883 98,883 

Province of 

Newfoundland and 

Labrador, Sobey’s, 

Wescal Sports Ltd. 

11.  Marystown Mall Marystown NL 100% 91,990 91,990 
Loblaw, Home 

Furniture Gallery 

12.  Millbrook Mall 
Corner 

Brook 
NL 100% 114,386 114,386 

Shoppers Drug Mart, 

Cineplex Odeon, 

Humber Community 

YMCA 

13.  TD Place St. John’s NL 10% 99,470 9,947 

Canada-Newfoundland 

and Labrador Offshore 

Petroleum Board, 

KPMG, a Canadian 

Schedule I Bank 

14.  Water Street Properties St. John’s NL 100% 73,496 73,496 

Downtown 

Development 

Commission 

 Total    2,806,189 2,463,910  

 

  

                                                           

1  
Information as at March 31, 2015. 

2  
Represents post-Acquisition tenants.

 

3
 Subject to a head lease between FAM LP and Fortis Properties. See “The Acquisition – Description of the Acquisition Properties”. 
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Pro Forma Information of the REIT 

Overview 

In connection with the Acquisition, the REIT will acquire interests in a portfolio of 14 commercial 

properties consisting of 10 office buildings, one mixed-use office building and three retail centres across Eastern 

Canada. On a pro forma basis, the REIT’s portfolio will consist of 49 properties located in eight provinces across 

Canada.  

 

 
  

 

 Pro Forma Statistics
1
 

   Current Acquisition Properties Pro Forma 

    
Number of Properties 35 14 49 

% of Properties Office 79% 93% 86% 

Gross Leasable Area 2,903,398 2,463,910
2
 5,367,308 

Occupancy 91.7% 88.8% 90.3% 

Weighted Average Lease Term 5.2 4.5 4.9 

 

  

                                                           

1 As at March 31, 2015. 
2 Represents the REIT’s proportionate interest in the Acquisition Properties. 

Post-Acquisition Portfolio Map 

Slate GTA Vend-In 

Portfolio 

Original Portfolio 

18 

3 3 

The Acquisition 

4 

3 
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Pro Forma NOI by Province Pro Forma NOI by Asset Type 

                               

 

Description of the Acquisition Properties 

A description of each of the Acquisition Properties as of March 31, 2015 is set out below.  

1. Blue Cross Centre, 644 Main Street, Moncton, New Brunswick 

Blue Cross Centre is an approximately 325,735 square foot office building in Moncton, New Brunswick. 

Blue Cross Centre is 100% occupied and its major tenants include Medavie Inc., the Moncton Public Library and 

Atlantic Canada Opportunities Agency. 

2. Brunswick Square Property and Delta Brunswick Hotel, 39 King Street, Saint John, New Brunswick 

Brunswick Square Property is an approximately 521,464 square foot mixed-use office and retail complex in 

Saint John, New Brunswick (the “Brunswick Square Property”). The Brunswick Square Property is 85.8% 

occupied and its major tenants include Bell Aliant Inc., Irving Oil Ltd., and Salesforce.com, Inc. A truly integrated 

complex, the Brunswick Square Property offers exceptional tenant amenities and an optimal location including an 

indoor connection to Market Square, the Saint John Trade and Convention Centre, Canada Games Aquatic Centre, 

and the Saint John City Market, a national historic site. The Brunswick Square Property also includes the Delta 

Brunswick Hotel. The Delta Brunswick Hotel is an approximately 221,303 square foot hotel with approximately 254 

guest rooms, 18,000 square feet of meeting space, including the 6,000 square foot “Royal Ballroom”, a fitness 

centre, indoor pool, and approximately 730 parking spaces that are shared with Brunswick Square. 

3. Kings Place, 440 King Street, Fredericton, New Brunswick 

Kings Place is an approximately 292,986 square foot office building in Fredericton, New Brunswick. Kings 

Place is 82.6% occupied and its major tenants include the Province of New Brunswick and a Canadian Schedule I 

Bank. Situated at the intersection of King Street and York Street, Kings Place occupies an entire city block in the 

heart of Fredericton’s central business district. 

4. Maritime Centre, 1505 Barrington Street, Halifax, Nova Scotia 

Maritime Centre is an approximately 567,925 square foot office building in Halifax, Nova Scotia. Maritime 

Centre is 96.9% occupied and its major tenants include Bell Aliant Inc., the Province of Nova Scotia, and the 

ON
38.0%

NB
22.2%

MB
13.9%

NS
11.8%

NFL
10.5%

AB
1.9%

NWT
0.8%

SK
0.8%

Office
85.5%

Industrial
9.9%

Retail
3.2%

Hotel
1.5%
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Government of Canada. As the largest office property in Canada east of Montreal, Maritime Centre holds a 

landmark position in the Halifax market. Maritime Centre is subject to a reciprocal easement and operating 

agreement with an adjacent hotel property which provides for necessary operating easements and standards of 

operation. 

5. Cabot Place, 100 New Gower Street, St. John’s, Newfoundland 

Cabot Place, one of the Co-Owned Properties, is an approximately 137,324 square foot office tower in St. 

John's, Newfoundland (“Cabot Place”). Cabot Place is 100% occupied and its major tenants include Hibernia 

Management & Development Company, Stewart McKelvey LLP and BMO Nesbitt Burns Inc. Located in an 

established and intensifying mixed-use hub in the western end of downtown St. John's, Cabot Place offers 274 

underground parking stalls and direct connectivity to surrounding amenities via above-grade pedestrian walkways. 

Cabot Place is subject to a reciprocal easement and operating agreement with an adjacent hotel property which 

provides for necessary operating easements and standards of operation. This property also includes Springdale Lot, a 

1.48 acre parking lot featuring an additional 140 surface parking stalls. 

6. Fort William Building, 10 Factory Lane, St. John’s, Newfoundland  

Fort William Building is an approximately 188,170 square foot office building in St. John's, 

Newfoundland. Fort William Building is 100% leased to Bell Aliant Inc. Fort William Building also includes a 1.52 

acre outparcel located on Forest Road offering additional long-term complementary development opportunities. 

7. Fortis Building, 139 Water Street, St. John’s, Newfoundland 

Fortis Building is an approximately 82,648 square foot office building in St. John's, Newfoundland. Fortis 

Building is 49.5% occupied and its major tenants include Curtis Dawe and Fortis Properties. Fortis Building 

occupies a central position in St. John’s business district with water frontage and views. 

8. Fortis Place, 5 Springdale Street, St. John’s, Newfoundland 

Fortis Place, one of the Co-Owned Properties, is an approximately 143,516 square foot office tower in St. 

John's, Newfoundland (“Fortis Place”). Fortis Place is 100% leased and its major tenants include Deloitte LLP, 

Fortis, and Schlumberger Canada Limited. Built in 2014, Fortis Place was designed to LEED standards and is the 

newest and best-in-class Class A office development in St. John's. Fortis Place is situated in St. John's downtown 

business and entertainment core with 262 surface and underground parking stalls. On Acquisition Closing, Fortis 

Properties will enter into a two-year head lease with FAM LP in connection with an approximately 52,281 square 

foot premises at Fortis Place with base rent of $1,563,481 annually.  

9. Fortis Tower, 4 Herald Avenue, Corner Brook, Newfoundland 

Fortis Tower is an approximately 68,196 square foot office building in Corner Brook, Newfoundland. 

Fortis Tower is 98.6% occupied and its major tenants include the Government of Newfoundland and Labrador 

Department of Natural Resources, currently occupying 37,758 square feet. In addition, Fortis Tower accommodates 

adjoining parking of up to 220 stalls. 

10. Fraser Mall, 230 Airport Boulevard, Gander, Newfoundland 

Fraser Mall is an approximately 98,883 square foot retail building in Gander, Newfoundland. Fraser Mall is 

69.3% occupied and its major tenants include the Province of Newfoundland and Labrador, Sobey's Inc. and Wescal 

Sports Ltd. In addition, Fraser Mall accommodates adjoining parking of 260 stalls. 

11. Marystown Mall, 195-207 Ville Marie Drive, Marystown, Newfoundland 

Marystown Mall is an approximately 91,990 square foot retail building in Marystown, Newfoundland. 

Marystown Mall is 84.1% occupied and its major tenants includes Loblaw Companies Limited and Home Furniture 
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Gallery, occupying 23,704 square feet and 12,755 square feet, respectively. In addition, Marystown Mall 

accommodates adjoining parking of 368 stalls. 

12. Millbrook Mall, 2 Main Street, Corner Brook, Newfoundland 

Millbrook Mall is an approximately 114,386 square foot retail building in Corner Brook, Newfoundland. 

Millbrook Mall is 92.8% occupied and its major tenants include Shoppers Drug Mart Corporation, Cineplex Odeon 

Corporation and Humber Community YMCA, occupying 11,147 square feet, 10,307 square feet and 10,090 square 

feet, respectively. In addition, Millbrook Mall accommodates adjoining parking of 300 stalls. 

13. TD Place, 140 Water Street, St. John’s, Newfoundland 

TD Place, one of the Co-Owned Properties, is an approximately 99,470 square foot office building in St. 

John's, Newfoundland (“TD Place” and collectively with Cabot Place and Fortis Place, the “Co-Owned 

Properties”). TD Place is 91.7% occupied and its major tenants include the Canada-Newfoundland and Labrador 

Offshore Petroleum Board, KPMG LLP and a Canadian Schedule I bank. Located in the heart of downtown St. 

John's, TD Place offers 127 surface parking stalls provided through a series of surrounding outparcel properties. 

14. Water Street Properties, St. John’s, Newfoundland 

 Water Street Properties is an approximately 73,496 square foot  group of office buildings in St. John's, 

Newfoundland that is comprised of six buildings: the Fanning Building, 155 Water Street, the Martin Royal 

Building, the Vogue Building, the Delgado Building and the Neal Building. Water Street Properties is 48.3% 

occupied and its major tenants include the Downtown Development Commission. This two acre land parcel provides 

exposure to more than 500 feet along the waterfront. 

Description of the Acquisition Agreement 

The following is a summary of the material attributes and characteristics of the Acquisition Agreement. 

This summary does not purport to be complete and is subject to, and qualified in its entirety by reference to, the 

terms of the Acquisition Agreement, which will be been filed with the Canadian securities regulatory authorities at 

www.sedar.com. Purchasers should refer to the terms of the Acquisition Agreement for a complete description of the 

representations, warranties and indemnities being provided and related limitations under the Acquisition 

Agreement. 

Assumed Obligations 

In addition to the purchase of the Acquisition Properties, FAM LP will assume or obtain under the 

Acquisition Agreement: (i) the contracts and other documents binding on Fortis Properties with respect to the 

ownership or operation of the Acquisition Properties; (ii) the leases or other rights or licenses granted by Fortis 

Properties with respect to the Acquisition Properties; (iii) the existing third party contracts relating to the 

Acquisition Properties; and (iv) any permitted encumbrances as set out in the Acquisition Agreement. The REIT 

may also assume unknown liabilities. See “Risk Factors – Risks Related to the Acquisition – Potential Undisclosed 

Liabilities Associated with the Acquisition”. 

 Conditions 

 The transactions contemplated by the Acquisition Agreement will be conditional upon the satisfaction of 

certain customary conditions, as well as upon the: (i) receipt of Competition Act (Canada) approval; (ii) receipt of 

third party approvals, permits, consents and licenses, regulatory and otherwise (including TSX approval), required to 

consummate the transaction; and (iii) obtaining the consent of the current franchisor to the assignment of the current 

franchise agreement in connection with the hotel business at the Brunswick Square Property. Other conditions solely 

in favour of FAM LP include: (a) the transfer to FAM LP, or its designees, of the Acquisition Properties in 

accordance with the Acquisition Agreement; (b) receipt of certain tenant estoppels and property lease 

acknowledgements in accordance with the terms of the Acquisition Agreement; (c) receipt of the vendor estoppel in 
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respect of the balance of leases where no tenant estoppel was received in the form approved by FAM LP; and (d) the 

material property leases and major tenant leases being in full force and effect and in good standing in all material 

respects on the Acquisition Closing. Failure to satisfy any of these conditions, unless otherwise waived, would allow 

the party having the benefit of the condition to terminate the Acquisition Agreement. 

 Representations and Warranties 

 The Acquisition Agreement contains representations, warranties and covenants relating to Fortis Properties 

and FAM LP as are customary in arm’s length transactions of this nature, including, among other things, 

representations and warranties as to organization and status, power and due authorization, non-contravention of 

constating and organizational documents, laws or material agreements, leasing matters, residency status and trade 

union and employment matters. The Acquisition Agreement also contains representations and warranties relating to 

the Acquisition Properties given by Fortis Properties, including with respect to valid title, absence of expropriation 

proceedings, the status of leases, material contracts, taxes and permitted encumbrances. Certain limited 

representations and warranties relating to the income tax residence of Fortis Properties will survive indefinitely. All 

other representations and warranties, unless otherwise stated in the Acquisition Agreement, will survive for one year 

after the Acquisition Closing. 

 “As Is, Where Is” Basis 

 The Acquisition Agreement provides that, except as set out in the representations and warranties of Fortis 

Properties, the Acquisition Properties are being purchased on an “as is, where is” basis in reliance on FAM LP’s 

own due diligence with respect to the Acquisition Properties. 

 The REIT has completed all customary due diligence, including review of title, to satisfy itself that further 

due diligence is not required in connection with the Acquisition. Effective May 21, 2015, the REIT waived the due 

diligence closing condition in its favour pursuant to the provisions of the Acquisition Agreement. 

 Post-Closing Guarantee 

 The Acquisition Agreement provides that Fortis shall guarantee performance of each and every obligation 

post-Acquisition Closing of Fortis Properties under the Acquisition Agreement and any closing documents delivered 

by Fortis Properties thereunder, including, all of the post-Acquisition Closing covenants, representations, warranties 

and indemnities of Fortis Properties. The maximum aggregate liability of Fortis pursuant to this guarantee shall be 

limited to an amount equal to 10% of the purchase price of the Acquisition. Notwithstanding the foregoing, certain 

obligations are excepted from the maximum aggregate liability limit including, among other things, the obligations 

of Fortis Properties and Fortis in connection with the head lease to be entered into for Fortis Place on Acquisition 

Closing, adjustments to the purchase price of the Acquisition provided for in the Acquisition Agreement and any 

claims for a breach or inaccuracy of representations and warranties relating to non-arm’s length contracts and leases. 

Description of the Fortis Subscription Agreement 

 Overview 

 In connection with the Acquisition, Fortis has agreed to enter into a subscription agreement with the REIT, 

subject to and concurrently with the Acquisition Closing (the “Fortis Subscription Agreement”), whereby Fortis 

will subscribe for 4,729,729 Units at a price of $7.40 per Unit by way of the Private Placement. 

 Board Representation 

 The Fortis Subscription Agreement will provide that, for so long as Fortis holds 10% or more of the 

outstanding Units, including all Units issuable upon the exchange of Class B LP units outstanding at such time, the 

REIT will nominate one Fortis representative for election to the Board of Trustees on an annual basis. 
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 Hold Period 

 Pursuant to the terms of the Fortis Subscription Agreement, Fortis will agree not to dispose of the Units 

acquired pursuant to the Private Placement for 12 months from the Acquisition Closing other than (i) with the 

consent of the REIT, which consent will not be unreasonably withheld; (ii) to an affiliate of Fortis; or (iii) in respect 

of a take-over bid or similar transaction made available to all holders of the Units provided Fortis has not entered 

into an agreement to sell its Units. The withholding of consent will be deemed to be reasonable in the event of a 

proposed sale to a competitor of Slate, the REIT or any of their affiliates or any other sale that might result in 

prejudice to their interests. 

 Prior Notice of Sale 

 The Fortis Subscription Agreement will require that Fortis provide five business days’ advance notice to 

the REIT in connection with any disposition of Units which, together with all dispositions during the preceding 90 

day period, exceeds 1% of the total number of outstanding Units. 

 Registration Rights 

 Pursuant to the terms of the Fortis Subscription Agreement, for so long as Fortis owns 10% or more of the 

outstanding Units, including all Units issuable upon the exchange of Class B LP units outstanding at such time, 

Fortis will have piggy-back and demand registration rights in respect of such Units. 

SJHP Joint Venture 

 Description of the Co-Owners Agreement 

 Pursuant to a commitment letter dated May 21, 2015 between St. John’s Harbour Properties Ltd. (“SJHP”), 

the REIT and FAM LP, SJHP has agreed to acquire (the “SJHP Joint Venture”), at the time of the Acquisition 

Closing, a 90% co-ownership interest in the Co-Owned Properties for a purchase price of $126 million. The REIT 

will continue to hold a 10% co-ownership interest in the Co-Owned Properties and Slate will be appointed as asset 

and corporate manager to manage all aspects of the Co-Owned Properties and the co-owners’ interests therein. The 

management fees payable by the REIT in respect of the management of the Co-Owned Properties will be equivalent, 

on a net basis, to the fees that would be payable to Huntingdon under the Management Agreement for managing 

these properties. The REIT has decided to hold a 10% co-ownership interest in the Co-Owned Properties in order to 

provide the REIT with an avenue for future growth through the potential purchase of SJHP’s co-owner interest over 

time. After giving effect to the SJHP Joint Venture, the purchase price attributable to the REIT’s proportionate share 

of the Acquisition Properties will be $304 million. SJHP is an affiliate of Greystone Real Estate Fund Inc., an 

institutional real estate fund whose investors include various pension funds. 

 The co-owners agreement (the “Co-Owners Agreement”) to be entered into between SJHP and the REIT 

at the time of the Acquisition Closing, will grant to each co-owner certain standard co-ownership rights, including 

rights of first offer, rights of first refusal and compulsory buy/sell rights. In addition, on June 1, 2016, SJHP will 

have the right to require the REIT to purchase a 39% co-ownership interest in the Co-Owned Properties, and on 

December 1, 2016, SJHP will have the right to require the REIT to purchase all of SJHP’s remaining co-ownership 

interest in the Co-Owned Properties.  

 If SJHP does not exercise either of the put rights described above (collectively, the “SJHP Put Rights”), 

the REIT will have the right to require SJHP to sell to the REIT  the amount of its co-ownership interest that would 

be subject to the SJHP Put Rights, up to a maximum co-ownership interest of the REIT of 49% of the Co-Owned 

Properties.  

 All decisions with respect to the Co-Owned Properties will be delegated to Slate, as manager of the Co-

Owned Properties, with certain exceptions in respect of major decisions. 
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 The Co-Owners Agreement will contain certain restrictions on the ability of each co-owner to transfer its 

co-ownership interest in the Co-Owned Properties. In addition, an event of default by a co-owner under the Co-

Owners Agreement will be deemed to be a default by such party under the asset and corporate management 

agreement to be entered into in respect of the Co-Owned Properties.  

 Accounting for the Co-Owned Properties 

 The REIT will account for its interest in the Co-Owned Properties at the time of Acquisition Closing and 

on an on-going basis applying the analogy of the accounting for a joint operation as outlined in IFRS 11 - Joint 

Arrangements. The accounting for this arrangement would be similar to IFRS 11.23 which requires non-controlling 

parties to a joint operation to account in the same way as a jointly controlling party (recognition of share in relevant 

line items rather than on one line) when the party has rights to the assets and obligations for the liabilities of that 

arrangement. In this case, the REIT has those rights and obligations by virtue of its percentage share and the joint 

operating agreement and therefore the REIT would record its percentage interest, being 10 percent, in those assets 

and liabilities. The SJHP Put Rights will be assessed for any value on a continuous basis.  

Financing of the Acquisition 

 General 

The REIT intends to partially finance the purchase price of the Acquisition and costs associated with the 

Acquisition through the net proceeds of the Offering and the gross proceeds of the Private Placement, estimated to 

be approximately $111,515,280. The remaining balance of any cash payable, subject to closing adjustments, in 

connection with the Acquisition will be financed by the Revolving Operating Facility and, in respect of the SJHP 

Joint Venture, will be partially financed through the Term Loan Facility that is guaranteed by a limited recourse 

guarantee provided by the REIT. 

 Debt Financing 

FAM LP has entered into a commitment letter with Canadian chartered banks that are affiliates of TDSI 

and BMO which provides for the establishment, on or before the Acquisition Closing, of a 3-year variable rate, 

revolving operating facility in the maximum amount of $230 million (the “Revolving Operating Facility”) to assist 

in the financing of the Acquisition Properties as well as to provide funds for the use in property improvement costs 

relating to the Acquisition Properties. The Revolving Operating Facility is secured by the Acquisition Properties, but 

excluding the Co-Owned Properties, and will be governed by a dynamic availability test based on the lesser of the 

margined appraised value and the refinanceability of each property pledged as security. Indebtedness under the 

Revolving Operating Facility will be guaranteed by the REIT. The commitment of the lenders to make the initial 

advance under the Revolving Operating Facility is subject to customary conditions, including the completion of the 

Acquisition, the lenders being satisfied with the terms of the definitive documents giving effect to the Acquisition, 

including the Acquisition Agreement, acting reasonably, to the extent they change from the date of the Acquisition 

Agreement and the absence of any material effect on the business, assets, operations or financial condition of the 

REIT and its Subsidiaries taken as a whole. 

In connection with the SJHP Joint Venture, FAM LP and SJHP have entered into a commitment letter with 

a Canadian chartered bank which provides for the establishment on or before the Acquisition Closing of a 2-year 

variable term loan facility in the maximum amount of $105 million (the “Term Loan Facility”). The Term Loan 

Facility is guaranteed by a limited recourse guarantee provided by the REIT for the greater of 10% of the 

outstanding amount of the Term Loan Facility and the total ownership interest of the REIT and its affiliates in the 

Co-Owned Properties multiplied by the Term Loan Facility. The commitment of the lenders to make the advance 

under the Term Loan Facility is subject to customary conditions, including the completion of the Acquisition, the 

lenders being satisfied with the terms of the definitive documents giving effect to the Acquisition, including the 

Acquisition Agreement, acting reasonably, to the extent they change from the date of the Acquisition Agreement 

and the absence of any material effect on the business, assets, operations or financial condition of the REIT and its 

Subsidiaries taken as a whole and SJHP and its affiliates taken as a whole. 
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CONSOLIDATED CAPITALIZATION OF THE REIT 

The following table sets forth the consolidated capitalization of the REIT and the Acquisition Properties, in 

each case, as at March 31, 2015 and the pro forma consolidated capitalization of the REIT as at March 31, 2015 

adjusted to give effect to the Offering, the Private Placement, the Revolving Operating Facility, the Term Loan 

Facility and the Acquisition. The figures set forth below do not account for the exercise, if any, of the Over-

Allotment Option, unless otherwise stated. 

 
As at March 31, 2015  

(000s) 

 

Acquisition 

Properties 

As at March 31, 2015  

(000s)  

As at March 31, 2015  

after giving effect to 

the  

Offering, the Private 

Placement, the 

Revolving Operating 

Facility, the Term 

Loan Facility and the 

Acquisition  

(000s) 

 

Indebtedness       

Debt………………………………. $281,210  201,232  $ 482,442  

Warrants………………………….. $40  --  $40  

Class B LP units………………….. $ 40,616  --  $ 40,616  

Unitholders’ Equity………………       

Units and Retained Earnings……… $ 136,173  $111,515  $ 247,688  

Total Capitalization...……………. $458,039   $312,747  $770,786  

RETAINED INTEREST 

The Exchange Agreement (as defined herein) provides that, so long as Huntingdon or its affiliates, directly 

or indirectly, hold at least a 10% ownership interest in the REIT (through its ownership of Units and/or Class B LP 

units), calculated on a fully-diluted basis, Huntingdon will have, subject to certain exceptions, pre-emptive rights to 

purchase Class B LP units and/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. Upon exercise of this right, Huntingdon 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, so long as Huntingdon, directly or indirectly, holds at 

least a 20% ownership interest in the REIT (calculated on a fully-diluted basis), Huntingdon will have 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, subject to certain limitations. 

Huntingdon has provided a waiver of the pre-emptive and “piggy-back” registration rights in connection 

with the Offering and the Private Placement, as applicable. 

As of June 2, 2015, Huntingdon holds an approximate 33.7% interest in the REIT through its ownership of 

5,073,818 Class B LP units and 1,687,251 Units. Following the completion of the Offering and the Private 

Placement, Huntingdon is expected to hold an approximate 19% interest in the REIT through its ownership of 

5,073,818 Class B LP units and 1,687,251 Units.  
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DESCRIPTION OF THE SUBSCRIPTION RECEIPTS 

The following is a summary of the material attributes and characteristics of the Subscription Receipts and 

the Subscription Receipt Agreement (as defined below). This summary does not purport to be complete and is 

subject to, and qualified in its entirety by reference to, the terms of the Subscription Receipt Agreement, which will 

be filed with the Canadian securities regulatory authorities at www.sedar.com.  

Overview 

The Subscription Receipts will be issued at the Offering Closing pursuant to a subscription receipt 

agreement (the “Subscription Receipt Agreement”) to be dated the date of the Offering Closing between the REIT, 

TDSI and the Subscription Receipt Agent. The proceeds from the sale of the Subscription Receipts, less 50% of the 

Underwriters’ Fee in respect of the issue and sale of Subscription Receipts pursuant to the Underwriting Agreement, 

will be delivered to and held by the Subscription Receipt Agent and invested in short-term obligations of, or 

guaranteed by, the Government of Canada (and other approved investments that would each be a qualified 

investment for Exempt Plans) pending the earlier to occur of the Acquisition Closing and the occurrence of a 

Termination Event. Upon the Acquisition Closing and satisfaction of the other conditions to the exchange of the 

Subscription Receipts: (a) one Unit will be automatically issued in exchange for each Subscription Receipt, without 

payment of additional consideration or any further action on the part of the holder; (b) the Subscription Receipt 

Adjustment Payment, if any, less applicable withholdings taxes, if any, will become payable in respect of each 

Subscription Receipt; and (c) the Escrowed Funds (less the remaining half of the Underwriters’ Fee) will be released 

to the REIT, which will then be utilized to pay a portion of the purchase price for the Acquisition and the REIT’s 

expenses of the Acquisition. The Escrowed Funds may be subject to a special release to the REIT or, at its direction, 

under other escrow conditions, in order to facilitate the actual completion of the Acquisition. The Subscription 

Receipt Agreement will contain customary anti-dilution provisions with respect to the Subscription Receipts.  

Upon determining that the Acquisition Closing Time will occur on or before September 30, 2015 (the 

“Deadline”), the REIT will execute and deliver to the Subscription Receipt Agent, the Underwriters and the 

Transfer Agent (as defined herein), a notice of the Acquisition Closing Time, and will issue and deliver the Units 

(one Unit for each Subscription Receipt then outstanding) to the Subscription Receipt Agent. If the Acquisition 

Closing Time occurs on or before the Deadline, holders of Subscription Receipts will automatically receive one Unit 

in exchange for each Subscription Receipt held without any further action on the part of the holder and become 

entitled to receive from the Subscription Receipt Agent, without duplication, on or about the third business day 

following the date of the Acquisition Closing, an amount representing the Subscription Receipt Adjustment 

Payment, if any, less applicable withholdings taxes, if any, for each Subscription Receipt so held. The Subscription 

Receipt Adjustment Payment payable to a holder of a Subscription Receipt will include such holder’s pro rata share 

of the Earned Interest (provided such amount shall not exceed the Subscription Receipt Adjustment Payment 

payable to such holder), and if the Earned Interest is insufficient to pay the Subscription Receipt Adjustment 

Payment to such holder, the REIT will pay the amount of such shortfall to such holder as a reduction in the purchase 

price of the Units issuable to such holder pursuant to the Subscription Receipts held by such holder. To the extent 

that the Subscription Receipt Adjustment Payment includes amounts calculated in respect of cash distributions on 

the Units for which record dates have occurred (during the period from and including the closing date of the 

Offering to and including the date immediately preceding the date Units are issued or deemed to be issued pursuant 

to the Subscription Receipt Agreement) and have not yet been paid, such amounts shall not be payable to holders of 

Subscription Receipts, unless the REIT otherwise elects, until the date that such related cash distributions are paid to 

Unitholders. If the Acquisition Closing Time occurs on or before the Deadline, the REIT shall be entitled to receive 

the Escrowed Funds (including all Earned Interest in excess of the Subscription Receipt Adjustment Payment, if 

applicable, but less the remaining half of the Underwriters’ Fee) from the Subscription Receipt Agent. Promptly 

following the Acquisition Closing Time, the REIT will issue a press release announcing that the Acquisition Closing 

has occurred and that the Units have been issued. 

If a Termination Event occurs, the REIT will immediately notify the Subscription Receipt Agent and the 

Underwriters, and promptly issue a press release specifying the Termination Event. Upon the occurrence of a 

Termination Event, the subscription evidenced by each Subscription Receipt will be automatically terminated and 

cancelled and each Subscription Receipt will entitle the holder thereof to receive an amount equal to the full 

Subscription Price and his or her pro rata share of the Earned Interest and Deemed Interest. Despite the fact that 
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50% of the Underwriters’ Fee will be paid by the REIT to the Underwriters from the proceeds from the sale of the 

Subscription Receipts at the Offering Closing, the REIT will nonetheless, following a Termination Event, be 

responsible to compensate each holder of a Subscription Receipt for an amount equal to the full Subscription Price 

and his or her pro rata share of the Earned Interest and Deemed Interest. The obligation to make the payment of the 

amounts specified above will be satisfied by mailing payment by cheques payable to the holders of Subscription 

Receipts at such holders’ registered address or by making a wire transfer for the accounts of such holders through 

CDS. Upon the mailing or delivery of a cheque or the making of any wire transfer as provided above (and provided 

such cheque has been honoured for payment, if presented for payment within six months of the date thereof, as the 

case may be) all rights evidenced by the Subscription Receipts relating thereto shall be satisfied and such 

Subscription Receipts shall be void and of no value or effect.  

Holders of Subscription Receipts are not Unitholders and Subscription Receipts do not carry any 

voting rights in the REIT. Holders of Subscription Receipts are entitled only to receive Units on surrender of 

their Subscription Receipts to the Subscription Receipt Agent or to a return of the Subscription Price for the 

Subscription Receipts together with any payments in respect of interest or distributions, in each case as 

applicable, as described above. 

Non-Certificated Inventory System 

Other than pursuant to certain exceptions, registration of interests in and transfers of Subscription Receipts 

held through CDS or its nominee will be made electronically through the NCI system of CDS. On the Offering 

Closing, the REIT, via the Subscription Receipt Agent, will electronically deliver the Subscription Receipts 

registered to CDS or its nominee. Subscription Receipts 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 purchasers of Subscription Receipts who hold Subscription Receipts in CDS must be exercised through, 

and all payments or other property to which such purchasers of Subscription Receipts are entitled will be made or 

delivered by, CDS or the CDS participant through which the purchaser holds such Subscription Receipts. A holder 

of Subscription Receipts participating in the NCI system will not be entitled to a certificate or other instrument from 

the REIT or the Subscription Receipt Agent evidencing that person’s interest in or ownership of Subscription 

Receipts, nor, to the extent applicable, will such purchaser be shown on the records maintained by CDS, except 

through an agent who is a CDS participant. The ability of a beneficial owner of Subscription Receipts to pledge such 

Subscription Receipts or otherwise take action with respect to such purchaser’s interest in such Subscription 

Receipts (other than through a CDS participant) may be limited due to the lack of a physical certificate. 

Neither the REIT, the Underwriters nor the Subscription Receipt Agent shall have any responsibility or 

liability for: (a) any aspect of the records relating to the beneficial ownership of the Subscription Receipts held by 

CDS or any payments relating thereto; (b) maintaining, supervising or reviewing any records relating to the 

Subscription Receipts; 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 of CDS. The rules governing CDS provide that it acts as the agent and depository for the participants of 

CDS. As a result, participants of CDS must look solely to CDS and a purchaser acquiring a beneficial interest in the 

Subscription Receipts must look solely to participants of CDS for any payments relating to the Subscription 

Receipts paid by or on behalf of the REIT to CDS. 

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-resident persons for the purposes of the Tax Act. In 

accordance with the Declaration of Trust, at no time may Non-Residents be the beneficial owners of more than 49% 

of the Units, whether by way of the automatic exchange of Subscription Receipts to Units in accordance with their 

terms, or otherwise, and the Trustees have informed the Subscription Receipt Agent and the Transfer Agent of this 

restriction. The Trustees may require declarations as to the jurisdictions in which beneficial owners of Subscription 

Receipts 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 then outstanding are, or may be, Non-

Residents or that such a situation is imminent, the Trustees may make a public announcement thereof and will not 

accept a subscription for Units from or issue Units to a person unless the person provides a declaration that the 



 

19 

person is not a Non-Resident. If, notwithstanding the foregoing, the Trustees determine that more than 49% of the 

Units are held by Non-Residents, the Trustees may send a notice to Non-Resident holders of Subscription Receipts 

or 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 Subscription Receipts or Units or a portion thereof 

within a specified period of not less than 60 days. If the holders of Subscription Receipts or Units receiving such 

notice have not sold the specified number of Subscription Receipts or Units or provided the Trustees with 

satisfactory evidence that they are not Non-Residents within such period, the Trustees may, on behalf of such 

holders of Subscription Receipts or Units, sell or redeem such Subscription Receipts or Units, as the case may be, 

and, in the interim, must suspend all rights attached to such Subscription Receipts or Units. Upon such sale the 

affected holders will cease to be holders of Subscription Receipts or 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 holders of Subscription Receipts or Units. The Trustees will have no 

liability for the amount received provided that they act in good faith. Pursuant to the limited partnership agreements 

governing FAM LP and FAM II LP, Class B LP units, which are economically equivalent to Units, are not permitted 

to be transferred and Huntingdon as holder of the Class B LP units will agree not to take any action that would result 

in the Class B LP units being held by a Non-Resident. 

DESCRIPTION OF UNITS 

General 

The REIT is authorized to issue an unlimited number of Units and an unlimited number of Special Voting 

Units. Issued and outstanding Units and Special Voting Units may be subdivided or consolidated from time to time 

by the Trustees without notice to or the approval of the Unitholders. As at June 2, 2015 there were 14,961,107 Units 

outstanding and 5,073,818 Special Voting Units outstanding. 

The Units issuable upon exchange of the Subscription Receipts will be identical in their terms to all other 

Units of the REIT. 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 “Capital Structure” 

on pages 24 to 26 of the AIF. 

No Unit will have 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 and, except as set out in “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. 

Non-Certificated Inventory System 

Other than pursuant to certain exceptions, registration of interests in and transfers of Units, including Units 

issued upon exchange of the Subscription Receipts held through CDS or its nominee will be made electronically 

through the NCI system of CDS. If the Acquisition Closing Time occurs on or before the Deadline, holders of 

Subscription Receipts will automatically receive one Unit in exchange for each Subscription Receipt held without 

any further action on the part of the holder. 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 Units participating in the NCI system will not be entitled to a certificate or 

other instrument from the REIT or the 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 

http://www.sedar.com/


 

20 

agent who is a CDS participant. The ability of a beneficial owner of 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. 

DISTRIBUTIONS 

Since the completion of the REIT’s IPO on December 28, 2012, the REIT has paid monthly distributions of 

$0.0625 per Unit to Unitholders, except for the first distribution which represented the stub period of December 28, 

2012 to January 31, 2013 and consisted of a distribution to Unitholders in the amount of $0.0707 per Unit. If the 

Acquisition Closing Time occurs on or before the Deadline, each purchaser of Subscription Receipts will be entitled 

to the Subscription Receipt Adjustment Payment which will include, if any, amounts in respect of the cash 

distributions on the Units for which record dates have occurred during the period from and including the Offering 

Closing to and including the date immediately preceding the date upon which Units are issued or deemed to be 

issued pursuant to the Subscription Receipt Agreement. See “Description of the Subscription Receipts”. 

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. 

PLAN OF DISTRIBUTION 

General 

Pursuant to the Underwriting Agreement dated May 27, 2015 between the REIT and the Underwriters, the 

REIT has agreed to issue and sell and the Underwriters have agreed to purchase on the Offering Closing, 10,820,000 

Subscription Receipts at a price of $7.40 per Subscription Receipt, for aggregate gross consideration of $80,068,000 

payable in cash (less 50% of the Underwriter’s Fee) to the Subscription Receipt Agent against delivery of the 

Subscription Receipts. The obligations of the Underwriters under the Underwriting Agreement may be terminated at 

their discretion pursuant to market standard “disaster out”, “regulatory out” and a “material tax change out” 

provisions and may also be terminated upon the occurrence of certain stated events. In addition, the Underwriting 

Agreement provides that, if a Termination Event has occurred prior to the Acquisition Closing, the Offering will be 

terminated. The Underwriters are, however, obligated to take up and pay for all of the Subscription Receipts if any 

of the Subscription Receipts are purchased under the Underwriting Agreement. The offering price of the 

Subscription Receipts has been determined by negotiation between the REIT and the Underwriters with reference to 

the market price of the Units and other applicable factors. 

The Underwriting Agreement provides that the REIT will pay the Underwriters a fee equal to 4.0% of the 

gross proceeds from the sale of the Subscription Receipts on account of their services rendered in connection with 

the Offering. The REIT will also pay the Underwriters a fee equal to $0.296 per Additional Subscription Receipt 

sold by the REIT if the Over-Allotment Option is exercised. The Underwriters’ Fee in respect of the Subscription 

Receipts is payable as to 50% upon the Offering Closing and 50% upon the Acquisition Closing. The Underwriters’ 

Fee payable in respect of the Subscription Receipts upon the Acquisition Closing will be payable from the Escrowed 

Funds under the Subscription Receipt Agreement, in accordance with the terms and conditions thereof. If the 

Acquisition is not completed and the Escrowed Funds are refunded to the purchasers of Subscription Receipts, the 

Underwriters’ Fee in respect of the Subscription Receipts shall consist solely of such 50% amount payable at the 

Offering Closing. In the Underwriting Agreement, the Underwriters have agreed, subject to compliance with all 

necessary legal requirements and to the conditions set forth therein, to purchase all but not less than all of the 

Subscription Receipts. 

Pursuant to the Underwriting Agreement, the REIT has granted to the Underwriters an option, exercisable 

at the Underwriters’ sole option and without obligation, in whole or in part, and at any time not later than the earlier 

of (i) 30 days after the Offering Closing and (ii) the occurrence of a Termination Event, to purchase up to 1,623,000 
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Additional Subscription Receipts at a price of $7.40 per Additional Subscription Receipt. If the Over-Allotment 

Option is exercised in full, the total price to the public, Underwriters’ Fee and net proceeds (before deducting the 

expenses of this Offering) will be $92,078,200, $3,683,128 and $88,395,072, respectively. If the Over-Allotment 

Option is exercised in whole or in part following the completion of the Acquisition, an equal number of Units will 

be issued in lieu of Subscription Receipts. This prospectus qualifies the distribution of the Over-Allotment Option 

and any Additional Subscription Receipts issuable on the exercise thereof as well as the Units issuable in lieu of 

Subscription Receipts if the Over-Allotment Option is exercised in whole or in part following the completion of the 

Acquisition. A purchaser who acquires securities forming part of the Underwriters’ over allocation position acquires 

those securities under this prospectus, regardless of whether the position is ultimately filled through the exercise of 

the Over-Allotment Option or secondary market purchases. If the Over-Allotment Option is exercised, the proceeds 

received by the REIT will be used by the REIT to pay for a portion of the purchase price of the Acquisition and 

related expenses and for general trust purposes. See “Use of Proceeds”. 

The Offering is being made in each of the provinces and territories of Canada and in the U.S. in an offering 

to “qualified institutional buyers”, as defined in Rule 144(a)(i) of the U.S. Securities Act, pursuant to the exemption 

from the registration requirement provided under Rule 144A thereunder. The Subscription Receipts will be offered 

in each of the provinces and territories of Canada through those Underwriters or their affiliates who are registered to 

offer the Subscription Receipts for sale in such provinces and territories and such other registered dealers as may be 

designated by the Underwriters. Subject to applicable law, and residency restrictions under the Declaration of Trust, 

the Underwriters may offer the Subscription Receipts outside of Canada. 

All of the Subscription Receipts sold in the Offering will be freely tradable without restriction or further 

registration under applicable Canadian securities laws. 

The obligations of the Underwriters under the Underwriting Agreement are several and not joint or joint 

and several, are subject to certain closing conditions and may be terminated at their discretion on the basis of their 

assessment of the state of the financial markets and upon the occurrence of certain stated events. The Underwriters 

are, however, obligated to take up and pay for all of the Subscription Receipts if any Subscription Receipts 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 TSX has conditionally approved the listing of the Subscription Receipts and the Units issuable upon 

exchange of the Subscription Receipts (and the Additional Subscription Receipts) to be distributed under this 

prospectus on the TSX. Listing is subject to the REIT fulfilling all of the listing requirements of the TSX on or prior 

to August 28, 2015, including distribution of the Subscription Receipts to a minimum of 100 public securityholders. 

The REIT has agreed that until the date which is 90 days after the Offering Closing, the REIT will not 

without the consent of TDSI and BMO, on behalf of the Underwriters, whose consent shall not be unreasonably 

withheld, issue or sell, or announce an intention to issue or sell any additional Units of the REIT or any securities 

convertible into, or exercisable or exchangeable for any equity securities of the REIT, except (a) pursuant to the 

Over-Allotment Option; (b) pursuant to the exercise of convertible or exchangeable securities, options or warrants to 

purchase Units which are currently outstanding; (c) Units issued pursuant to the DRIP; (d) Units issued as full or 

partial consideration for direct or indirect acquisitions of real estate assets or assets ancillary or incidental thereto or 

otherwise deriving their revenue principally from real property; and (e) Units to be issued to Fortis pursuant to the 

Private Placement 

This prospectus does not constitute an offer to sell or a solicitation of an offer to buy any of the 

Subscription Receipts in the United States, as defined in Regulation S under the U.S. Securities Act. The 

Subscription Receipts have not been and will not be registered under the U.S. Securities Act or any state securities 

laws and may not be offered or sold within the United States or to any U.S. person, except in transactions exempt 

from the registration requirements of the U.S. Securities Act and applicable state securities laws. Each Underwriter 

has agreed that it and any U.S. registered broker-dealer affiliate of an Underwriter which conducts offers and sales 

in the United States will not offer or sell the Subscription Receipts within the United States or to any U.S. person, 

except as permitted by the Underwriting Agreement. The Underwriting Agreement provides that the Underwriters, 

acting through their U.S. registered broker-dealer affiliates, may offer and re-sell the Subscription Receipts, 

purchased from the REIT, to “qualified institutional buyers”, as defined in Rule 144A(a)(1) of the U.S. Securities 
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Act, pursuant to Rule 144A of the U.S. Securities Act; and in accordance with applicable state securities laws. 

Moreover, the Underwriting Agreement provides that the Underwriters will offer and sell the Subscription Receipts 

outside the United States only to non-U.S. persons in accordance with Rule 903 of Regulation S under the U.S. 

Securities Act. The Subscription Receipts that are sold in the United States or to, or for the account or benefit of, a 

U.S. Person will be restricted securities within the meaning of Rule 144 of the U.S. Securities Act and may only be 

offered, sold or otherwise transferred pursuant to certain exemptions from the registration requirements of the U.S. 

Securities Act. Further, until 40 days after the Offering Closing, an offer or sale of the Subscription Receipts within 

the United States by a dealer (whether or not participating in this offering) may violate the registration requirements 

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

registration requirements. The Underwriters propose to offer the Subscription Receipts initially at the Subscription 

Price.  

After the Underwriters have made a reasonable effort to sell all of the Subscription Receipts at the 

Subscription Price, the offering price may be decreased and may be further changed from time to time to an amount 

not greater than that set out on the cover page, and the compensation realized by the Underwriters will be decreased 

by the amount that the aggregate price paid by purchasers of the Subscription Receipts is less than the price paid by 

the Underwriters to the REIT. 

Price Stabilization, Short Positions and Passive Market Making 

In connection with the Offering, the Underwriters may over-allocate or effect transactions which stabilize 

or maintain the market price of the Subscription Receipts at levels other than those which otherwise might prevail on 

the open market, including: stabilizing transactions; short sales; purchases to cover positions created by short sales; 

imposition of penalty bids; and syndicate covering transactions. 

Stabilizing transactions consist of bids or purchases made for the purpose of preventing or retarding a 

decline in the market price of the Subscription Receipts while the Offering is in progress. These transactions may 

also include making short sales of the Subscription Receipts, which involve the sale by the Underwriters of a greater 

number of Subscription Receipts than they are required to purchase in the Offering. Short sales may be “covered 

short sales”, which are short positions in an amount not greater than the Over-Allotment Option, or may be “naked 

short sales”, which are short positions in excess of that amount. The Underwriters may close out any covered short 

position either by exercising the Over-Allotment Option, in whole or in part, or by purchasing Subscription Receipts 

in the open market. In making this determination, the Underwriters will consider, among other things, the price of 

Subscription Receipts available for purchase in the open market compared with the price at which they may 

purchase Subscription Receipts through the Over-Allotment Option. If, following the Offering Closing, the market 

price of the Subscription Receipts decreases, the short position created by the over-allocation position in 

Subscription Receipts may be filled through purchases in the market, creating upward pressure on the price of the 

Subscription Receipts. If, following the Offering Closing, the market price of Subscription Receipts increases, the 

over-allocation position in Subscription Receipts may be filled through the exercise of the Over-Allotment Option in 

respect of Subscription Receipts at the Subscription Price. The Underwriters must close out any naked short position 

by purchasing Subscription Receipts in the open market. A naked short position is more likely to be created if the 

Underwriters are concerned that there may be downward pressure on the price of the Subscription Receipts in the 

open market that could adversely affect investors who purchase in the Offering. Any naked short sales will form part 

of the Underwriters’ over-allocation position. 

In addition, in accordance with rules and policy statements of certain Canadian securities regulators, the 

Underwriters may not, at any time during the period of distribution, bid for or purchase Subscription Receipts. The 

foregoing restriction is, however, subject to exceptions where the bid or purchase is not made for the purpose of 

creating actual or apparent active trading in, or raising the price of, the Subscription Receipts. These exceptions 

include a bid or purchase permitted under the by-laws and rules of applicable regulatory authorities and the TSX, 

including the Universal Market Integrity Rules for Canadian Marketplaces, relating to market stabilization and 

passive market making activities and a bid or purchase made for and on behalf of a customer where the order was 

not solicited during the period of distribution. 

As a result of these activities, the price of the Subscription Receipts may be higher than the price that 

otherwise might exist in the open market. If these activities are commenced, they may be discontinued by the 
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Underwriters at any time. The Underwriters may carry out these transactions on any stock exchange on which the 

Subscription Receipts are listed, in the over-the-counter market, or otherwise. 

Relationship Between the REIT and Certain Underwriters 

TDSI and BMO are affiliates of Canadian chartered banks that have committed to provide to the REIT the 

Revolving Operating Facility on or before the Acquisition Closing. CIBC is an affiliate of a Canadian chartered 

bank that will become a lender to a subsidiary of the REIT under the Term Loan Facility upon its establishment on 

or before the Acquisition Closing. CIBC is also acting as financial advisor to Fortis Properties in connection with the 

acquisition. Desjardins is an affiliate of certain Quebec cooperative groups that provided the MTS Project Financing 

to an affiliate of the REIT. TDSI is an affiliate of a Canadian chartered bank that has provided to the REIT (i) the 

Revolving Credit Facility also, (ii) debt mortgage financing for the purchase of the Promontory (as defined herein) 

in the amount of $23.0 million (the “Promontory Mortgage”) and (iii) debt financing for the acquisition of 4211 

Yonge in the amount of a $25.0 million first mortgage (the “4211 Yonge Mortgage”). Consequently, the REIT may 

be considered a “connected issuer” of TDSI, BMO, CIBC and Desjardins under applicable Canadian securities laws. 

As at March 31, 2015, approximately $3.3 million was outstanding under the Revolving Credit Facility. 

Indebtedness under the Revolving Credit Facility is secured by the assets of the borrowers and guarantees provided 

by the REIT. In addition, as at March 31, 2015, approximately $22.2 million was outstanding under the Promontory 

Mortgage and approximately $23.8 million was outstanding under the 4211 Yonge Mortgage. Indebtedness under 

the 4211 Yonge Mortgage is secured by 4211 Yonge and the Promontory Mortgage is secured by Promontory. As at 

the date hereof, the REIT is in compliance with all material terms of the agreements governing each of the 

Revolving Credit Facility, the 4211 Yonge Mortgage and the Promontory Mortgage. Since the execution of each of 

the agreements governing the Revolving Credit Facility, the 4211 Yonge Mortgage and the Promontory Mortgage, 

the lenders have not waived a breach, on the part of any Subsidiaries of the REIT, of the Revolving Credit Facility, 

the 4211 Yonge Mortgage or the Promontory Mortgage. The financial position of the REIT has not changed in any 

material manner since the Revolving Credit Facility, the 4211 Yonge Mortgage or the Promontory Mortgage were 

entered into, except as disclosed hereunder. 

The decision to distribute the Subscription Receipts hereunder and the determination of the terms of the 

distribution were made through negotiations between the REIT and the Underwriters. The lenders under each of the 

Revolving Operating Facility, the Term Loan Facility, the Revolving Credit Facility, the 4211 Yonge Mortgage, the 

Promontory Mortgage and the MTS Project Financing did not have any involvement in such decision or 

determination but have been advised of the issuance and terms thereof. As a consequence of this issuance, TDSI, 

BMO, CIBC and Desjardins will each receive its respective share of the Underwriters’ Fee in connection with the 

Offering. 

USE OF PROCEEDS 

The net proceeds from the Offering, assuming the Acquisition Closing occurs and the release of the 

Escrowed Funds, but after deducting the Underwriters’ Fee of $3,202,720 and the expenses of the Offering of 

approximately $350,000 will be approximately $76,515,280 excluding Earned Interest, if any, on the Escrowed 

Funds and the transaction costs associated with the Acquisition. The REIT intends to use the net proceeds of the 

Offering to pay for a portion of the purchase price of the Acquisition and related expenses. The remainder of the 

purchase price of the Acquisition will be satisfied by the Revolving Operating Facility, the Private Placement, and 

the Term Loan Facility. 

If the Over-Allotment Option is exercised in full, the additional net proceeds to the REIT, after deducting 

the Underwriters’ Fee of $480,408 will be approximately $11,529,792. The net proceeds from the issue of 

Additional Subscription Receipts on exercise of the Over-Allotment Option will be used to pay for a portion of the 

purchase price of the Acquisition and related expenses and for general trust purposes which could include budgeted 

expense items, unplanned expense items and capital projects. 
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PRIOR SALES 

The following table sets forth the details regarding all issuances of Units, including issuances of all 

securities convertible into Units, from June 2, 2014 but excluding to the date hereof: 

Date of Issue  Security Issued  

Reason for 

Issuance  

Number of Securities 

 Issued  Price per Security 

June 16, 2014  Units  DRIP  14,173  $8.73 

June 16, 2014  Units  DRIP  21,953  $8.73 

July 15, 2014  Units  DRIP  14,531  $8.75 

July 15, 2014  Units  DRIP  21,903  $8.75 

August 15, 2014  Units  DRIP  14,819  $8.73 

August 15, 2014  Units  DRIP  21,953  $8.73 

September 15, 2014  Units  DRIP  15,979  $8.24 

September 15, 2014  Units  DRIP  23,259  $8.24 

October 15, 2014  Units  DRIP  17,183  $7.79 

October 15, 2014  Units  DRIP  24,602  $7.79 

November 17, 2014  Units  DRIP  17,609  $7.64 

November 17, 2014  Units  DRIP  25,085  $7.64 

December 15, 2014  Units  DRIP  4,342  $7.35 

December 17, 2014  Units  Private Placement  2,794,363  $9.00 

December 17, 2014  Class B LP units  Private Placement  2,096,686  $9.00 

January 15, 2015  Units  DRIP  4,682  $7.77 

February 17, 2015  Units  DRIP  4,008  $8.69 

March 17, 2015  Units  DRIP  5,500  $7.87 

April 15, 2015  Units  DRIP  5,256  $8.05 

May 15, 2015  Units  DRIP  5,866  $7.95 
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PRICE RANGE AND TRADING VOLUME OF UNITS 

The Units are listed and posted for trading on the TSX under the trading symbol “SOT.UN”. The following 

table shows the monthly range of high and low prices per Unit and total monthly volumes traded on the TSX from 

June 2014. 

Month  

Price per Unit  

Monthly High  

Price per Unit  

Monthly Low  

Total Monthly 

Volume 

June 2014 ............................................................   $8.83  $8.60  315,149 

July 2014 ............................................................   $8.85  $8.61  276,714 

August 2014 ........................................................   $8.88  $8.30  477,923 

September 2014 ..................................................   $8.49  $7.80  334,697 

October 2014 ......................................................   $8.10  $7.55  334,388 

November 2014 ..................................................   $7.82  $7.50  569,437 

December 2014 ...................................................   $7.82  $6.80  656,801 

January 2015 .......................................................   $8.49  $7.59  464,026 

February 2015 .....................................................   $8.90  $8.24  1,272,049 

March 2015 .........................................................   $8.54  $7.72  533,941 

April 2015 ...........................................................   $8.25  $7.88  393,696 

May 2015 ............................................................   $8.22  $7.37  884,557 

June 1, 2015 – June 2, 2015 ................................   $7.40  $7.28  110,697 

       

The Warrants are listed and posted for trading on the TSX under the trading symbol “SOT.WT”. The 

following table shows the monthly range of high and low prices per Warrant and total monthly volumes traded on 

the TSX from June 2014.  

Month  

Price per 

Warrant  

Monthly High  

Price per 

Warrant  

Monthly Low  

Total Monthly 

Volume 

June 2014 ............................................................  $0.06  $0.03  30,104 

July 2014 ............................................................  $0.035  $0.035  4,742 

August 2014 ........................................................  $0.045  $0.035  22,048 

September 2014 ..................................................  $0.03  $0.03  63,332 

October 2014 ......................................................  $0.03  $0.025  23,097 

November 2014 ..................................................   --  --  750 

December 2014 ...................................................  $0.03  $0.005  508,875 

January 2015 .......................................................  $0.005  $0.005  16,025 

February 2015 .....................................................  $0.02  $0.01  174,680 

March 2015 .........................................................  $0.25  $0.005  13,832 

April 2015 ...........................................................  $0.01  $0.01  3,960 
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May 2015 ............................................................  $0.01  $0.01  -- 

June 1, 2015 – June 2, 2015 ................................   $0.01  $0.01  -- 

RISK FACTORS 

Investing in Subscription Receipts and the Units issuable upon the exchange of the Subscription 

Receipts involves a high degree of risk. In addition to the risks described herein, reference is made to the 

section entitled “Risk Factors” on pages 13-22 of the AIF and the section entitled “Risks and Uncertainties” 

on pages 43-46 of the MD&A which is incorporated herein by reference. Prospective investors should 

carefully consider the risk factors set forth in the information incorporated by reference herein and all of the 

other information contained in this prospectus (including without limitation the documents incorporated 

herein by reference) before purchasing Subscription Receipts. The occurrence of any of the following risks 

could materially and adversely affect the REIT’s investments, prospects, cash flows, results of operations or 

financial condition and the REIT’s ability to make cash distributions to Unitholders. In that event, the value of the 

Subscription Receipts and the Units issuable upon exchange of the Subscription Receipts could decline and investors 

may lose all or part of their investment. Although the REIT believes that the risk factors described below are the 

most material risks that the REIT will face, they are not the only risks. Additional risk factors not presently known 

or that are currently believed to be immaterial could also materially adversely affect investments, prospects, cash 

flows, results of operations or financial condition and the REIT’s ability to make cash distributions to Unitholders 

and adversely affect the value of the Subscription Receipts and the Units issuable upon exchange of the Subscription 

Receipts. 

Risks Related to the REIT 

Cash Distributions are not Guaranteed 

The REIT’s distribution policy is established in the Declaration of Trust and may only be changed with the 

approval of a majority of Unitholders. However, the Board of Trustees may reduce or suspend cash distributions 

indefinitely, which could have a material adverse effect on the market price of the Units. There can be no assurance 

regarding the amount of income to be generated by the REIT’s properties and there can be no guarantee that the 

income generated from the REIT’s properties will be sufficient to meet the REIT’s level of cash distributions. The 

ability of the REIT to make cash distributions, and the actual amount distributed, will be entirely dependent on the 

operations and assets of the REIT, and will be subject to various factors including financial performance, obligations 

under applicable credit facilities, fluctuations in working capital, the sustainability of income derived from the tenant 

profile of the REIT’s properties and capital expenditure requirements. Distributions may be increased, reduced or 

suspended entirely depending on the REIT’s operations and the performance of the REIT’s assets. The REIT may be 

required to use part of its debt capacity under the Revolving Credit Facility or to reduce distributions in order to 

accommodate for the various factors listed above including instances where the income generated by the REIT’s 

properties is not sufficient to meet the REIT’s level of cash distributions. If the REIT is unable to meet interest 

payments, it could be required to seek renegotiation of such payments or obtain additional equity. The market value 

of Units will deteriorate if the REIT is unable to meet its distribution targets in the future, and that deterioration may 

be significant. In addition, the composition of cash distributions for tax purposes may change over time and may 

affect the after-tax return for investors. See “Certain Canadian Federal Income Tax Considerations”. 

Financing Risks 

There can be no assurance that the REIT will continue to generate sufficient cash flow from operations to 

meet required interest and principal payments on its outstanding debt. If the REIT is unable to meet interest or 

principal payments, it could be required to seek renegotiation of such payments or obtain additional equity, debt or 

other financing. The failure of the REIT to make or renegotiate interest or principal payments or obtain additional 

equity, debt or other financing could adversely impact the REIT’s financial condition and results of operations and 

decrease the amount of cash available for distribution to Unitholders. 
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The REIT will be subject to the risks associated with debt financing, including the risk that the mortgages 

and banking facilities secured by the REIT’s properties will not be able to be refinanced or that the terms of such 

refinancing will not be as favourable as the terms of existing indebtedness, which may reduce AFFO. In order to 

minimize this risk, the REIT will attempt to diversify the term structure of its debt so that in no one year a 

disproportionate amount of its debt matures. To the extent the REIT incurs variable rate indebtedness this will result 

in fluctuations in the REIT’s cost of borrowing as interest rates change. To the extent that interest rates rise, the 

REIT’s operating results and financial condition could be adversely affected and decrease the amount of cash 

available for distribution. 

The REIT’s and its subsidiaries’ credit facilities (including the Revolving Operating Facility, the Term 

Loan Facility and the Revolving Credit Facility) are also expected to contain covenants that require it to maintain 

certain financial ratios on a consolidated basis. If the REIT does not maintain such ratios, its ability to make 

distributions may be limited. 

Risks Relating to the REIT’s Strategic Objectives 

By specializing in a particular type of real estate, the REIT is exposed to adverse effects on that segment of 

the real estate market. Although the REIT currently owns properties in each of the office, retail and industrial 

segments, on March 6, 2015, the REIT announced that it has renewed its strategic objectives to reposition the REIT 

as a pure play office REIT. As a result, the REIT will, over time, including following the Acquisition Closing, 

become increasingly exposed to the office property market segment and any adverse effects experienced by that 

market segment in particular. In addition, although the REIT intends to divest its existing retail and industrial 

portfolios in a disciplined and orderly fashion to maximize unitholder value, the timing of such divestitures is 

uncertain and there is no guarantee that the REIT will be able to find purchasers for these properties or be successful 

in its efforts to maximize unitholder value in connection with such divestitures. While the REIT intends to primarily 

invest in office properties going forward, the REIT may continue to hold properties in other segments of the real 

estate market in certain circumstances where it deems appropriate. 

Joint Venture/Partnership Arrangement 

Subject to the Declaration of Trust, the REIT may participate in joint ventures and limited partnerships with 

third party co-owners in real properties in which the REIT has an interest, such as the MTS Data Centre (as defined 

herein) and the SJHP Joint Venture. Joint venture or partnership arrangements, such as the MTS Data Centre and the 

SJHP Joint Venture, involve certain additional risks including: (i) the possibility that a co-owner may at any time 

have economic or business interests or goals that are inconsistent with those of the REIT or take actions contrary to 

the instructions or requests of the REIT or contrary to the REIT’s policies or objectives with respect to its real estate 

investments; (ii) the risk that the co-owners with which the REIT has entered into a joint venture or partnership 

could experience financial difficulties or seek the protection of bankruptcy, insolvency or other laws, which could 

result in additional financial demands on the REIT to maintain and operate the properties or repay the co-owners’ 

share of property debt guaranteed by the REIT or for which the REIT is jointly and severally liable and which could 

result in delays, expenses and other problems associated with obtaining a court approval of joint venture or 

partnership decisions; (iii) the need to obtain co-owners’ consents with respect to certain major decisions, including 

the decision to distribute cash or refinance or sell a property. In the case of the SJHP Joint Venture, there is the 

additional risk that SJHP is authorized to make all major decisions with respect to the Co-Owned Properties. In 

addition, the sale or transfer of an interest in joint ventures and limited partnerships will generally be subject to 

rights of first refusal or first offer and certain other joint venture or limited partnership agreements may provide for 

buy-sell or similar arrangements. Such rights may also inhibit the ability of the REIT to sell its interest in a property 

or joint venture/limited partnership within the time frame or otherwise on the basis desired by the REIT. The REIT 

cannot be guaranteed that its joint venture partners will continue to have adequate access to capital or that they will 

not experience financial difficulties or that could impair their ability to perform their obligations as the REIT’s joint 

venture partner in connection with any joint venture or limited partnership. While the REIT has attempted to 

mitigate a number of the risks or factors discussed above in connection with its investment in its joint ventures and 

limited partnerships, there is no guarantee that the REIT will be protected from such risks or other risks inherent in 

participating in a joint venture arrangement. 
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Non-Resident Ownership 

Under current law, a trust may lose its status under the Tax Act as a “mutual fund trust” if it can reasonably 

be considered that the trust was established or is maintained primarily for the benefit of non-resident persons, except 

in limited circumstances. Accordingly, the Declaration of Trust provides that Non-Residents may not be the 

beneficial owners of more than 49% of the Units. The Trustees will also have various powers that can be used for 

the purpose of monitoring and controlling the extent of Non-Resident ownership of the Units. See ‘‘Description of 

the Subscription Receipts — Limitation on Non-Resident Ownership’’. The restriction on the issuance of Units 

(whether by way of the automatic exchange of Subscription Receipts to Units or otherwise) by the REIT to Non-

Residents may adversely affect the REIT’s ability to raise financing for future acquisitions or operations. In 

addition, the Non-Resident ownership restriction could adversely impact the liquidity of the Subscription Receipts or 

Units and the market price at which Subscription Receipts or Units can be sold. 

Risks Related to the Acquisition 

Possible Failure to Complete the Acquisition 

Closing of the Offering of Subscription Receipts will occur before the Acquisition Closing (other than with 

respect to the closing of Additional Subscription Receipts which may occur following the Acquisition Closing). 

Completion of the Acquisition is subject to the satisfaction of certain closing conditions, including regulatory 

approval. There is no certainty, nor can the REIT provide any assurance, that these conditions will be satisfied and, 

as such, there is no assurance that the Acquisition will be completed, or if completed, will be on terms that are 

exactly the same as discussed in this prospectus. If regulatory approval of the Acquisition is not obtained or the 

Acquisition Closing does not take place as contemplated, the REIT will not benefit from the Acquisition, will have 

incurred significant management time and expenses and could suffer adverse consequences, including the loss of 

investor confidence. 

Potential Undisclosed Liabilities Associated with the Acquisition 

Upon the Acquisition Closing, the REIT will assume liabilities arising out of or related to the Acquisition 

Properties. The REIT may assume unknown liabilities that could be significant. Although the REIT has conducted a 

comprehensive due diligence review of each of the Acquisition Properties, there may be liabilities, including under 

applicable environmental laws, that the REIT failed to discover or was unable to quantify in its due diligence review 

and the REIT may not be fully indemnified for some or all of these liabilities under the Acquisition Agreement. The 

subsequent discovery or quantification of any other material liabilities (including if the assessment of the 

environmental condition of the Acquisition Properties turns out to be incorrect) could have a material adverse effect 

on the REIT’s business, financial condition or future prospects, which could include diminution in the value of the 

affected assets or the inability to finance or dispose of the affected assets on acceptable terms. 

Limited Recourse Against Vendor of Acquisition Properties  

Purchasers under this short form prospectus will not have a direct statutory right or any other rights against 

Fortis Properties, the vendor of the Acquisition Properties, and its securityholders. The sole remedy of the REIT 

against Fortis Properties or any of its securityholders will be through the REIT bringing an action for a breach of the 

representations and warranties contained in the Acquisition Agreement. While the REIT is indemnified for breaches 

of representations and warranties contained in the Acquisition Agreement, recourse for such breaches may be 

limited due to qualifications related to knowledge of the vendor, contractual and time limits on recourse under 

applicable laws, and the ability of the vendor to satisfy third-party claims. In particular, most of the representations 

and warranties under the Acquisition Agreement survive for a period of only one year, and the maximum aggregate 

liability under the post-closing guarantee of Fortis is limited to 10% of the purchase price of the Acquisition. The 

inability to recover fully any significant liabilities incurred with respect to breaches of representations and 

warranties under the Acquisition Agreement may have adverse effects on the REIT’s financial position. In addition, 

Fortis Properties has not made any representation to the REIT, and is not making any representation to investors in 

the Offering, as to the disclosure in this short form prospectus constituting full, true and plain disclosure of all 

material facts related to the Acquisition Properties, or that this short form prospectus does not contain a 

misrepresentation with respect to such Acquisition Properties. Accordingly, Fortis Properties will not have any 
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liability to investors in the Offering if the disclosure in this short form prospectus relating to the Acquisition 

Properties does not meet such standard or contains a misrepresentation. 

Pro Forma Financial Information 

In preparing the pro forma financial information included in  this short form prospectus, the REIT has 

given effect to, among other items, the Offering, the Revolving Operating Facility, the Term Loan Facility, the 

Private Placement and the completion of the Acquisition. While management believes that the estimates and 

assumptions underlying the pro forma financial information are reasonable, such assumptions and estimates may be 

materially different from the REIT’s actual experience going forward. See “Forward-Looking Statements”. 

Historical Financial Information 

The historical carve-out financial information relating to the Acquisition Properties included in this short 

form prospectus has been derived from the historical accounting records of Fortis Properties. The REIT believes that 

the assumptions underlying such carve-out financial statements are reasonable. However, such financial statements 

may not reflect what the REIT’s financial position, results of operations or cash flows would have been had the 

Acquisition Properties been a separate legal entity or had the REIT owned the Acquisition Properties during the 

historical periods presented, or what the REIT’s financial position, results of operations or cash flows will be in the 

future. 

The REIT has not made adjustments to such historical carve-out financial information to reflect changes 

that may occur in its cost structure, financing and operations as a result of the Acquisition. The estimates used in the 

pro forma financial information may not be similar to the REIT’s actual experience going forward. 

Information Provided by Fortis Properties 

All information relating to the assets to be acquired pursuant to the Acquisition Agreement contained in 

this short form prospectus has been provided to the REIT by Fortis Properties or other third parties. Although the 

REIT has conducted what it believes to be a prudent and thorough level of investigation in connection with the such 

assets, an unavoidable level of risk remains regarding the accuracy and completeness of such information. While the 

REIT has no reason to believe that the information provided by Fortis Properties or other third parties is misleading, 

untrue or incomplete in any material respect, neither the REIT nor the Underwriters assume any responsibility for 

the accuracy or completeness of such information or the failure by Fortis Properties or other third parties to disclose 

events which may have occurred or may affect the completeness or accuracy of such information but which are 

unknown to the REIT or the Underwriters. 

Possible Failure to Realize Expected Returns on the Acquisition 

Acquisitions involve risks that could materially and adversely affect the REIT’s business plan, including 

the failure of the Acquisition to realize the results the REIT expects. While the Board of Trustees, based on an 

analysis of accretion provided by management (as well as other information deemed appropriate and sufficient for 

such purposes), believes the Acquisition will be accretive to the REIT’s AFFO per unit and FFO per unit, such 

determination should not be regarded as a guarantee of future performance or results. If the Acquisition fails to 

realize the results that the REIT expects, including continued high occupancy rates and renewal rates or the general 

state of the economy and interest rate volatility, the Acquisition could have a material adverse effect on the REIT 

and its financial results. 

Risks Related to the Offering 

Dilution   

The number of Units the REIT is authorized to issue is unlimited. The REIT may, in its sole discretion, 

issue additional Units from time to time, and the interests of Unitholders may be diluted thereby. The REIT may 
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make future acquisitions or may enter into financings or other transactions involving the issuance of securities of the 

REIT which may be dilutive. Unitholders will have no pre-emptive rights in connection with such further issuances. 

Trading Market for Subscription Receipts 

There is currently no trading market for the Subscription Receipts. The REIT has applied to have the 

Subscription Receipts and the Units issuable upon exchange of the Subscription Receipts listed on the TSX. There 

can be no assurance that an active or liquid market for the Subscription Receipts will develop following the 

completion of the Offering, or if developed, that such a market will be sustained. If an active public market does not 

develop or is not maintained, investors may have difficulty selling their Subscription Receipts. 

Assumption of Risks relating to the Units  

The Subscription Receipts will be automatically exchanged for Units on the Acquisition Closing upon 

notice thereof by the REIT to the Subscription Receipt Agent. Purchasers of Subscription Receipts will therefore 

assume the same risk as though they had invested directly in Units on the closing date of the Offering. The REIT 

may, in its sole discretion, waive certain closing conditions in its favour in the Acquisition Agreement or agree to 

amend the Acquisition Agreement and consummate the Acquisition on terms that may be different from those 

described in this prospectus, subject to the Underwriters’ consent in certain circumstances. As a result, the expected 

benefits of the Acquisition may not be fully realized. As a consequence, holders of Subscription Receipts will 

essentially assume the same risk as though they had invested directly in Units on the closing date of the Offering. 

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS 

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

counsel to the Underwriters, (together, “Counsel”) the following summary fairly presents the principal Canadian 

federal income tax considerations generally applicable under the Tax Act to a holder who acquires Subscription 

Receipts pursuant to the Offering or Units issuable in exchange for such Subscription Receipts (collectively 

“Securities”) and who, at all relevant times, for purposes of the Tax Act: (i) is a resident of Canada, (ii) deals at 

arm’s length and is not affiliated with the REIT or its affiliates within the meaning of the Tax Act, and (iii) holds the 

Securities as capital property (a “Holder”). Generally, Securities will be considered to be capital property to a 

holder, provided that the holder does not hold the Securities in the course of carrying on a business of buying and 

selling securities 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 Units as capital property 

may, in certain circumstances, be entitled to have them treated as capital property by making the irrevocable election 

permitted by subsection 39(4) of the Tax Act. Such holders should consult their own tax advisors regarding their 

particular circumstances. The election under subsection 39(4) of the Tax Act will not be applicable to Subscription 

Receipts. 

This summary is not applicable to a Holder: (i) that is a “financial institution” (as defined in the Tax Act for 

the purposes of the “mark-to-market” rules), (ii) that is a “specified financial institution” (as defined in the Tax Act), 

(iii) that is a partnership, (iv) an interest in which is a “tax shelter investment” (as defined in the Tax Act), (v) that 

has elected under section 261 of the Tax Act to report its Canadian tax results in a currency other than Canadian 

currency, or (vi) that enters into a “derivative forward agreement” (as this term is defined in the Tax Act) in respect 

of Securities. Any such Holder should consult its own tax advisor to determine the tax consequences of the 

acquisition, holding and disposition of Securities acquired pursuant to the Offering. This summary does not address 

any Canadian federal income tax considerations applicable to Non-Residents, and Non-Residents should consult 

their own tax advisors regarding the tax consequences of acquiring Securities. In addition, this summary does not 

address the deductibility of interest by an investor who has borrowed money to acquire Securities under the 

Offering. 

This summary is based on certain representations as to factual matters made in a certificate signed by an 

officer of the REIT and provided to Counsel (the “Officer’s Certificate”). This summary assumes that such 

representations, including the representations as to factual matters that will ensure that the REIT will qualify and 

continue to qualify as a “mutual fund trust”, are true and correct, that the REIT has and will at all times comply with 
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the Declaration of Trust and that the REIT does and will continue to qualify as a “mutual fund trust” under the 

provisions of the Tax Act while Securities remain outstanding. 

This summary is of a general nature only and is based upon the facts set out herein and in the Officer’s 

Certificate, 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 “Tax Proposals”), and Counsel’s 

understanding of the current administrative policies and assessing practices of the Canada Revenue Agency 

(“CRA”) published in writing by it prior to the date hereof. There can be no assurance that the Tax Proposals will be 

implemented in their current form or at all. Except for the Tax Proposals, this summary does not take into account or 

anticipate any changes in the law or in the administrative policies or assessing practices of the CRA, whether by 

legislative, governmental or judicial action or decision, nor does it take into account other federal, provincial, 

territorial or foreign tax considerations, which may differ significantly from those discussed in this summary. There 

can be no assurances that the CRA will not change its administrative and assessing practices. Modification or 

amendment of the Tax Act or the Tax Proposals could significantly alter the tax status of the REIT and/or the tax 

consequences of investing in Subscription Receipts. 

This summary is not exhaustive of all possible Canadian federal tax considerations applicable to an 

acquisition of Securities pursuant to the Offering or the holding or disposition of Securities. Furthermore, the 

income and other tax consequences of acquiring, holding or disposing of Securities will vary depending on the 

Holder’s particular circumstances, including the jurisdiction in which the Holder resides or carries on 

business. Accordingly, this summary is of a general nature only and is not intended to be legal or tax advice to 

any prospective Holder. Investors should consult their own tax advisors with respect to the tax consequences 

of the Offering and the acquiring, holding or disposing of Securities based on their particular circumstances. 

For the purposes of this opinion and the opinion given under the heading “Eligibility for Investment”, a 

reference to the “REIT” is a reference to Slate Office REIT only and is not a reference to any of its Subsidiaries. 

Status of the REIT 

Qualification as a “Mutual Fund Trust” 

This summary is based on the assumption that the REIT will qualify at all times as a “mutual fund trust” 

within the meaning of the Tax Act. Based on representations as to factual matters set out in the Officer’s Certificate, 

the REIT will meet the requirements necessary for it to qualify as a mutual fund trust at all times. 

To qualify as a mutual fund trust, the REIT, among other things, must be a “unit trust”, as defined in the 

Tax Act, must not be established or maintained primarily for the benefit of Non-Residents, and must restrict its 

undertaking to: (i) the investing of its funds in property (other than real property or an interest in real property or an 

immovable or a real right in an immovable), (ii) the acquiring, holding, maintaining, improving, leasing or managing 

of any real property (or interest in real property) or of any immovable (or real right in immovables) that is capital 

property of the REIT, or (iii) any combination of the activities described in (i) and (ii), and the REIT must comply 

on a continuous basis with certain minimum requirements respecting the ownership and dispersal of Units. 

If the REIT were not to qualify as a mutual fund trust at any particular time, the income tax considerations 

described below would, in some respects, be materially and adversely different. 

Qualification as a “Real Estate Investment Trust”  

SIFT Legislation 

The SIFT Legislation taxes certain publicly-traded or listed trusts and partnerships in a manner similar to 

corporations and taxes certain distributions from such trusts and partnerships as taxable dividends from a taxable 

Canadian corporation. These rules apply only to “SIFT trusts”, “SIFT partnerships” (each as defined in the Tax Act) 

and their investors. 
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Where the SIFT Legislation applies, 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 taxable capital gains arising on the disposition of, “non-portfolio properties”. For this purpose, a SIFT trust’s 

non-portfolio property includes: 

(a) its Canadian real and immovable properties (or resource properties) if their total fair market value 

is greater than 50% of the equity value of the SIFT trust; 

(b) property that the SIFT trust (or a person or partnership with which it does not deal at arm’s length) 

uses in the course of carrying on a business in Canada; and 

(c) “securities” of a “subject entity” if the fair market value of the subject entity’s securities that are 

held by the SIFT trust have a total fair market value that is more than 10% of the entity’s equity 

value, or if the fair market value of the securities of the subject entity and of entities affiliated with 

it and that are held by the SIFT trust have a total fair market value that is more than 50% of the 

SIFT trust’s equity value. (A “subject entity” includes any corporation or trust that is resident in 

Canada, any “Canadian resident partnership” and certain non-resident persons and partnerships 

other than Canadian resident partnerships. “Securities” is broadly defined, and generally includes 

any liability of a corporation, trust or partnership, share of a corporation, interest in a trust or 

partnership, and any right to acquire a security). 

The SIFT trust itself is liable to pay income tax on an amount equal to the amount of such non-deductible 

distributions 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, which qualify as “eligible dividends,” received by such holder 

from a taxable Canadian corporation, and are subject to the tax treatment in respect of such dividends described (in 

the context of distributions of the REIT that have been designated as dividends) under “Taxation of Holders – Trust 

Distributions.” In general, distributions that are paid as returns of capital will not attract the tax under the SIFT 

Legislation. 

Similar rules apply to impose the equivalent of corporate level taxation in respect of non-portfolio earnings 

of a SIFT partnership. However, such rules do not apply to a partnership (including any of the Partnerships) if such 

partnership is an “excluded subsidiary entity” as defined in the Tax Act. 

REIT Exception 

A trust will not be considered a SIFT trust, and therefore will not be subject to tax under the SIFT 

Legislation, for a taxation year if it qualifies as a “real estate investment trust” (as defined in the Tax Act) 

throughout that year (the “REIT Exception”).  

The following five criteria must be met in order for a trust that is throughout the taxation year resident in 

Canada to qualify for the REIT Exception for such taxation year: 

(i) at each time in the taxation year, the total fair market value at that time of all non-portfolio 

properties that are “qualified REIT properties” held by the trust must be at least 90% of the total 

fair market value at that time of all non-portfolio properties held by the trust; 

(ii) not less than 90% of the trust’s “gross REIT revenue” for the taxation year must be from one or 

more of the following: “rent from real or immovable properties”, interest, dispositions of real or 

immovable properties that are capital properties, dividends, royalties and dispositions of “eligible 

resale properties”; 

(iii) not less than 75% of the trust’s “gross REIT revenue” for the taxation year must be from one or 

more of the following: rent from real or immovable properties, interest from mortgages or 
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hypothecs on real or immovable properties, and dispositions of real or immovable properties that 

are capital properties; 

(iv) at no time in the taxation year can the total fair market value of properties held by the trust 

comprised of real or immovable properties that are capital properties, “eligible resale properties”, 

cash, deposits (within the meaning of the Canada Deposit Insurance Corporation Act or with a 

branch in Canada of a bank or a credit union), indebtedness of Canadian corporations represented 

by banker’s acceptances, and debt issued or guaranteed by the Canadian government or issued by 

a province, municipal government or certain other qualifying public institutions be less than 75% 

of the “equity value” of the trust at that time; and 

(v) “investments” in the trust must be, at any time in the taxation year, listed or traded on a stock 

exchange or other public market. 

Generally, the SIFT Legislation contains a look-through rule under which a trust could qualify for the REIT 

Exception where it holds its real properties indirectly through affiliates and certain other entities in which it holds a 

significant equity interest. 

For these purposes, “qualified REIT property” includes real or immovable property that is capital property 

or an “eligible resale property”, money, certain indebtedness, a security of a “subject entity,” all or substantially all 

of the “gross REIT revenue” of which (for the entity’s taxation year that ends in the trust’s taxation year that 

includes the relevant time) is from maintaining, improving, leasing or managing real or immovable properties that 

are capital properties of the trust or of an entity of which the trust holds a share or interest and certain other 

properties; and “real or immovable property” includes a security of an entity that is a trust that satisfies or that is 

another entity that would, assuming it were a trust, satisfy requirements (i) through (iv) of the REIT Exception as 

described above, and certain interests in real property or real rights in immovables; but excludes any depreciable 

property, other than a depreciable property included (otherwise than by an election) in capital cost allowance class 1, 

3 or 31, a property ancillary to the ownership or utilization of such depreciable property, or a lease in, or leasehold 

interest in respect of, land or such depreciable property. Other terms in quotation marks in the requirements 

described above have the meanings set forth in the SIFT Legislation. 

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 can only be made with certainty at the end of 

that taxation year. The REIT Exception is applied on an annual basis. Accordingly, even if the REIT does not 

qualify for the REIT Exception in a particular year, it may be able to qualify in a subsequent year. 

Counsel has been advised that management of the REIT intends to conduct the affairs of the REIT so that 

the REIT will qualify for the REIT Exception in 2015 and at all future times. Further, counsel has been advised that 

each of the Subsidiary Entities qualifies and will qualify, at all relevant times, as an “excluded subsidiary entity” as 

defined for purposes of the SIFT Legislation. The balance of this summary assumes this to be the case. No 

assurances can be given that the future investments or activities undertaken by the REIT will not result in the REIT 

failing to qualify for the REIT Exception, or in any of the Subsidiary Entities failing to qualify as an “excluded 

subsidiary entity” at all relevant times. See “Risk Factors – Risk Factors Related to the Units and Warrants – REIT 

Exception” beginning on Page 19 of the AIF. If the REIT does not qualify, or ceases to qualify, as a real estate 

investment trust under the REIT Exception, or any of the Subsidiary Entities (that are partnerships or trusts) 

were not to qualify as an excluded subsidiary entity, the income tax considerations described below would, in 

some respects, be materially and adversely different, and the SIFT Legislation may have a material adverse 

effect on the after-tax returns of certain Holders. 

The likely effect of the SIFT Legislation on the market for Units is unclear. In the event that the SIFT 

Legislation applies to the REIT, it may adversely affect the after-tax returns of investors, the REIT’s ability to 

finance future acquisitions through the issue of Units or other securities, the marketability of the Units and the 

amount of cash available for distributions. 

The remainder of this summary is subject to the SIFT Legislation discussed above and assumes that the 

REIT will at all relevant times be eligible for the REIT Exception. 
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Taxation of the REIT 

The taxation year of the REIT is the calendar year. In each taxation year, the REIT generally will be subject 

to tax under Part I of the Tax Act on its income for the year, including net taxable capital gains for that year and its 

allocated share of the income from the Partnerships (as defined herein), including rents in respect of the 

Partnerships’ portfolio of properties and any taxable capital gains and recapture of capital cost allowance arising on 

the disposition of property owned, directly or indirectly, by a Partnership, for the fiscal period of such Partnership 

ending in, or coinciding with the year end of the REIT, less the portion thereof that the REIT deducts in respect of 

the amounts paid or payable, or deemed to be paid or payable, to Holders in the year. An amount will be considered 

to be payable to a Holder in a taxation year if it is paid to the Holder in the year by the REIT or if the Holder is 

entitled in that year to enforce payment of the amount. 

In computing its income for purposes of the Tax Act, the REIT may deduct reasonable administrative costs 

and other reasonable expenses incurred by it for the purpose of earning income. The REIT may also deduct from its 

income for the year a portion of any reasonable expenses incurred by the REIT to issue Units. The portion of such 

issue expenses deductible by the REIT in a taxation year is 20% of such issue expenses, pro-rated where the REIT’s 

taxation year is less than 365 days. 

Having regard to the present intention of the Trustees as represented in the Officer’s Certificate (also see 

“Distributions” above), the REIT will make distributions payable in each year to Holders in amounts sufficient to 

ensure that the REIT generally will not be liable for tax under Part I of the Tax Act in any year (after taking into 

account any applicable tax refunds to the REIT and any capital gains refund (as defined herein) available to the 

REIT in connection with a redemption of Units). Where income of the REIT in a taxation year exceeds the total cash 

distributions for that year, such excess income may be distributed to Holders in the form of additional Units. Income 

of the REIT payable to Holders, whether in cash, additional Units or otherwise, generally will be deductible by the 

REIT in computing its taxable income. 

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

any, for tax on its net realized taxable capital gains by an amount determined under the Tax Act based on the 

redemption of Units during the year (the ‘‘capital gains refund’’). In certain circumstances, the capital gains refund 

in a particular taxation year may not completely offset the REIT’s tax liability for that taxation year arising in 

connection with the distribution of property on the redemption of Units. The Declaration of Trust provides that all or 

a portion of any income (including taxable capital gains) realized by the REIT as a result of such redemptions may, 

at the discretion of the Trustees, be treated as income paid or payable to the redeeming Unitholder, and will be 

deductible by the REIT in computing its income. Such income or the taxable portion of any capital gain so 

designated must be included in the income of the redeeming Holders (as income or taxable capital gains). 

A distribution by the REIT of its capital 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. 

Losses incurred by the REIT (including losses allocated to it by the Partnerships and deductible by the 

REIT) cannot be allocated to Holders, but can be deducted by the REIT in future years in computing its taxable 

income, in accordance with the rules in the Tax Act.  

Taxation of the Partnerships 

Although the Partnerships are not subject to tax under the Tax Act, each partner (including, when 

applicable, the REIT) of a Partnership, is required to include in computing the partner’s income the partner’s share 

of the income or loss of such Partnership, for its fiscal period ending in, or coinciding with, the partner’s taxation 

year end, whether or not any such income is distributed to the partner in the taxation year. For this purpose, the 

income or loss of each of the Partnerships will be computed for each fiscal period as if it were a separate person 

resident in Canada. Deductibility of losses allocated to a limited partner is generally restricted to the limited 

partner’s “at-risk amount”, as defined in the Tax Act. 
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In computing the income or loss of any of the Partnerships, deductions generally may be claimed in respect 

of its reasonable administrative costs and other reasonable expenses incurred by it for the purpose of earning income 

from a business or property which are not capital in nature, reasonable interest expense incurred to earn income from 

a business or property, and available capital cost allowance. Certain properties have been acquired by one or more 

Partnerships on a tax deferred basis, whereby the tax cost of these properties is less than their fair market value. For 

the purposes of claiming capital cost allowance, the undepreciated capital cost of such property acquired by such 

Partnership may be less than the fair market value of the property. In addition, if one or more of such properties are 

disposed of, the gain recognized by such Partnership for tax purposes will be in excess of that which it would have 

realized if it had acquired the properties at a tax cost equal to their fair market values. 

Certain interest expenses and “soft costs” relating to the construction of a building or ownership of land 

may be required to be capitalized and added to the cost amount of the property. 

The income or loss of each of the Partnerships for a fiscal period will be allocated to its partners on the 

basis of their respective share of such income or loss as provided in the limited partnership agreement of such 

Partnership, subject to the detailed rules in the Tax Act. The REIT will generally not be subject to tax on any 

amounts received as distributions from the Partnerships. Generally, distributions to a partner (including, when 

applicable, the REIT) of one of the Partnerships in excess of the partner’s allocated share of the income of such 

Partnership for a fiscal period will result in a reduction of the adjusted cost base of the partner’s units in such 

Partnership by the amount of such excess. If the partner’s adjusted cost base at the end of a taxation year of its units 

of one of the Partnerships is a negative amount, the partner will be deemed to realize a capital gain in such amount 

for that year, and the partner’s adjusted cost base at the beginning of the next taxation year of its units of such 

Partnership will then be nil. 

Taxation of Holders of Subscription Receipts 

Exchange of Subscription Receipts  

No gain or loss will be realized by a Holder on the exchange of a Subscription Receipt for a Unit evidenced 

thereby. The cost to a Holder of a Unit acquired on the exchange of a Subscription Receipt will be the amount paid 

by that Holder for the Subscription Receipt, less any amount paid to the Holder by the REIT as a reduction in the 

purchase price of the Unit, as applicable. The adjusted cost base of a Holder’s Units will be determined by averaging 

the cost of Units acquired on the exchange of Subscription Receipts with the adjusted cost base of other Units, if 

any, held by the Holder as capital property at the time of the exchange. 

Other Dispositions of Subscription Receipts 

A disposition or deemed disposition by a Holder of a Subscription Receipt, other than on the exchange 

thereof for a Unit, will generally 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 thereof 

and any reasonable costs of disposition (see “- Taxation of Capital Gains and Capital Losses” below). A Holder’s 

cost of a Subscription Receipt will generally be the amount paid therefor plus any reasonable costs of acquisition. A 

Holder’s adjusted cost base of a Subscription Receipt will reflect the average cost of the Holder’s Subscription 

Receipts. 

Amounts Received by Holders of Subscription Receipts 

The Subscription Receipts will be exchanged for Units upon the Acquisition Closing and a Holder of a 

Subscription Receipt will be entitled to receive a Unit plus the Subscription Receipt Adjustment Payment, if any. 

The Subscription Receipt Adjustment Payment, if any, will include the Holder’s pro rata share of Earned Interest. 

The taxation of any such Earned Interest paid to a Holder as part of a Subscription Receipt Adjustment Payment is 

described below under “– Repayment of Issue Price and Interest”. If the amount of such interest is less than the 

Subscription Receipt Adjustment Payment, the REIT will pay to the Holder the amount of any shortfall as a 

reduction in the purchase price of the Holder’s Units. A Holder will not be required to include in income the amount 
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of any such purchase price reduction; however, any such amount will reduce the cost to the Holder of the Holder’s 

Units acquired on the exchange of the Subscription Receipts. 

Repayment of Issue Price and Interest 

If the Acquisition does not close due to a Termination Event, Holders of the Subscription Receipts will be 

entitled to receive an amount equal to the issue price thereof and their pro rata share of Earned Interest and Deemed 

Interest. The Holder will not generally realize any income, gain or loss on the repayment to the Holder of the issue 

price. 

Where a Holder is entitled to receive the Holder’s pro rata share of Earned Interest or Deemed Interest, a 

Holder 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 income for a taxation year any interest accrued or deemed to 

have accrued to the Holder on the Escrowed Funds, to the end of the Holder’s taxation year, or that is receivable or 

received by the Holder before the end of that taxation year, except to the extent that such interest was included in 

computing the Holder’s income for a preceding taxation year. Any other Holder that is entitled to receive the 

Holder’s pro rata share of Earned Interest or Deemed Interest will be required to include in income for a taxation 

year such interest as is received or receivable by the Holder in that taxation year, depending on the method regularly 

followed by the Holder in computing income, to the extent that such interest was not included in computing the 

Holder’s income for a preceding taxation year. Holders should consult their own tax advisors concerning whether 

any Deemed Interest would constitute interest income to such Holder. Any Earned Interest or Deemed Interest that 

is included in a Holder’s income as described above will be excluded in computing the Holder’s proceeds of 

disposition of the Subscription Receipt. 

Taxation of Holders of Units 

Trust Distributions 

Subject to the application of the SIFT Legislation discussed above, a Holder generally is required to include 

in computing income for a particular taxation year the portion of the net income of the REIT, including net taxable 

capital gains (determined for the purposes of the Tax Act), for the taxation year of the REIT ending on or before the 

particular taxation year end of the Holder, that is paid or payable, or deemed to be paid or payable, to the Holder in 

the particular taxation year, whether or not those amounts are received in cash, additional Units or otherwise. 

Provided appropriate designations are made by the REIT, net taxable capital gains realized by the REIT 

that are paid or become payable to a Holder will retain their character as taxable capital gains to a Holder for the 

purposes of the Tax Act. The non-taxable portion of any net capital gains of the REIT that is paid or payable, or 

deemed to be paid or payable, to a Holder in a taxation year will not be included in computing the Holder’s income 

for the year. To the extent that amounts are designated as having been paid to Holders out of the net taxable capital 

gains of the REIT, such designated amounts will be deemed for tax purposes to be received by Holders in the year as 

a taxable capital gain and will be subject to the general rules relating to the taxation of capital gains described below. 

Any other amount in excess of the net income and net taxable capital gains of the REIT that is paid or 

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

in the Holder’s income for the year. A Holder will be required to reduce the adjusted cost base of Units by the 

portion of any amount (other than proceeds of disposition in respect of the redemption of Units and the non-taxable 

portion of net capital gains, the taxable portion of which was designated by the REIT in respect of the Unitholder) 

paid or payable to such Holder that was not included in computing the Holder’s income and will realize a capital 

gain to the extent that the adjusted cost base of the Holder’s Units would otherwise be a negative amount. 

The composition of distributions paid by the REIT, portions of which may be fully or partially taxable or 

non-taxable, may change over time, potentially affecting the after-tax return to Unitholders. 

Provided that appropriate designations are made by the REIT, such portions of the taxable dividends 

(including any such dividends that are designated by the payer corporation as “eligible dividends” under the Tax 
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Act) received, or deemed to be received, on shares of taxable Canadian corporations as are paid or payable, or 

deemed to be paid or payable, by the REIT to the Holders effectively will retain their character and be treated and 

taxed as such in the hands of the Holders for purposes of the Tax Act. In particular, such dividends will generally be 

included in the Holder’s income under the Tax Act, and the normal gross-up and dividend tax credit rules for a 

Holder who is an individual, including the enhanced gross-up and dividend tax credit rules in respect of designated 

eligible dividends, will apply. In addition, in the case of a Holder that is a corporation, the dividend deduction in 

computing taxable income will generally be available, and the refundable tax under Part IV of the Tax Act will be 

payable by Holders that are “private corporations” (as defined in the Tax Act) and certain other corporations 

controlled directly or indirectly by or for the benefit of an individual or a related group of individuals. 

Dispositions of Units 

On the disposition or deemed disposition of a Unit by a Holder, whether on redemption or otherwise, the 

Holder generally will realize a capital gain (or a capital loss) equal to the amount by which the proceeds of 

disposition exceed (or are less than) the aggregate of the Holder’s adjusted cost base of the Unit and any reasonable 

costs of disposition. Proceeds of disposition will not include an amount payable by the REIT that is otherwise 

required to be included in the Holder’s income (such as an amount designated as payable by the REIT to a 

redeeming Holder out of capital gains or income of the REIT as described above). 

For the purpose of determining the adjusted cost base to a Holder of a Unit, 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. The cost of a Unit to a Holder will generally include all 

amounts paid by the Holder for the Unit and the adjusted cost base to a Unitholder of Units may be reduced by 

distributions received from the REIT as described above. The cost to a Holder of Units received in lieu of a cash 

distribution of income of the REIT will be equal to the amount of such distribution that is satisfied by the issuance of 

such Units. The cost of Units acquired on the reinvestment of distributions under the DRIP will be the amount of 

such reinvestment. 

A redemption of Units in consideration for Redemption Notes, or for cash or other assets 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 such Redemption Notes or other assets, 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 consequently will realize a capital gain, 

or sustain a capital loss, depending upon whether the proceeds of disposition received exceed, or are exceeded by, 

the adjusted cost base of the Units redeemed. Where income or a capital gain realized by the REIT in connection 

with the distribution of property in specie on the redemption of Units has been designated by the REIT to a 

redeeming Holder, the Holder will be required to include in income the income or taxable portion of the capital gain 

so designated. The cost of any Redemption Notes or other property distributed in specie by the REIT to a Holder 

upon redemption of Units will be equal to the fair market value of such notes or property at the time of the 

distribution. The Holder will thereafter be required to include in income interest or other income derived from the 

Redemption Notes or property, in accordance with the provisions of the Tax Act. 

Taxation of Capital Gains and Capital Losses 

One-half of any capital gains realized by a Holder on a disposition or deemed disposition of Units and the 

amount of any net taxable capital gains designated by the REIT in respect of a Holder, will be included in the 

Holder’s income as a “taxable capital gain”. One-half of any capital loss (“allowable capital loss”) realized by a 

Holder on a disposition or deemed disposition of Units generally must be deducted from taxable capital gains of the 

Holder in the year of disposition subject to the detailed provisions of the Tax Act. Any excess of allowable capital 

losses over taxable capital gains realized by a Holder in a particular year may be carried back up to three taxation 

years or forward indefinitely and deducted against net taxable capital gains in such years, to the extent and under the 

circumstances described 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 and previously designated by the REIT to the Holder, to the extent and under the circumstances prescribed in 
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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 that is a “Canadian-controlled private corporation” (as defined in the Tax Act) throughout its 

taxation year may also be liable to pay an additional refundable tax on certain investment income, including taxable 

capital gains and interest. Holders should consult their own tax advisors for advice with respect to the potential 

application of such provisions. 

Alternative Minimum Tax 

In general terms, net income of the REIT, paid or payable, or deemed to be paid or payable, to a Holder 

who is an individual or trust (other than certain trusts), and that is designated as taxable dividends or as net taxable 

capital gains, and capital gains realized on the disposition of Securities, may increase the Holder’s liability for 

alternative minimum tax. 

INTERESTS OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

Multilateral Instrument 61-101 – Protection of Minority Security Holders (“MI 61-101”) provides a 

number of circumstances in which a transaction between an issuer and a related party may be subject to valuation 

and minority approval requirements. An exemption from such requirements is available when the fair market value 

of the transaction is not more than 25% of the market capitalization of the issuer. On December 1, 2014, the REIT 

was granted exemptive relief from the requirements of MI 61-101 that, subject to certain conditions, permits it to be 

exempt from the minority approval and valuation requirements for transactions that would have a value of less than 

25% of the REIT's market capitalization, if the Class B LP units of FAM LP held by Huntingdon are included in the 

calculation of the REIT's market capitalization. As a result, the 25% threshold, above which the minority approval 

and valuation requirements would apply, is increased to include the approximately 24.7% indirect interest in the 

REIT in the form of Class B LP units of FAM LP and FAM II LP held by Huntingdon. Upon completion of the 

Offering and the Private Placement, Huntingdon’s indirect interest in the REIT in the form of Class B LP units of 

FAM LP and FAM II LP will be approximately 14.3%. 

PROMOTER 

Huntingdon, a subsidiary of Slate, took the initiative in founding and organizing the REIT at the time of the 

REIT’s IPO and may therefore be considered a promoter of the REIT for the purposes of applicable securities 

legislation. Following the completion of the Offering and the Private Placement, Huntingdon is expected to hold an 

approximate 19% interest in the REIT through its ownership of 5,073,818 Class B LP units and 1,687,251 Units. 

Huntingdon is the asset manager of the REIT and receives fees from the REIT pursuant to the terms of an 

amended and restated management agreement described in the section entitled “Management of the REIT – 

Management Agreement” beginning on Page 46 of the AIF. 

Huntingdon has not, within 10 years before the date of this prospectus, become bankrupt, made a proposal 

under any legislation relating to bankruptcy or insolvency, or become subject to or instituted any proceedings, 

arrangement or compromise with creditors or had a receiver, receiver manager or trustee appointed to hold the assets 

of Huntingdon. 

Huntingdon has not been subject to any other penalties or sanctions imposed by a court relating to 

provincial and territorial securities legislation or by a provincial and territorial securities regulatory authority nor has 

it entered into a settlement agreement with a provincial and territorial securities regulatory authority; or been subject 

to any other penalties or sanctions imposed by a court or regulatory body that would likely be considered important 

to a reasonable investor in making an investment decision. 
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The REIT has not entered into any material transactions with Huntingdon or acquired any asset within the 

last two years from Huntingdon, except as described herein or in any document incorporated by reference herein. 

LEGAL PROCEEDINGS 

None of the REIT or its Subsidiaries is involved in any outstanding, threatened or pending litigation that 

would be expected to have a material effect on the REIT. 

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 Subscription Receipts, will 

be passed upon on behalf of the REIT by McCarthy Tétrault LLP and on behalf of the Underwriters by Blake, 

Cassels & Graydon LLP. 

As of the date of this prospectus, the partners and associates of McCarthy Tétrault LLP and Blake, Cassels 

& Graydon LLP, each beneficially owned, directly or indirectly, less than 1% of the outstanding securities of the 

REIT.  

AUDITORS, TRANSFER AGENT, REGISTRAR AND SUBSCRIPTION RECEIPT AGENT 

The auditors of the REIT are KPMG LLP, Chartered Accountants, Winnipeg, Manitoba and are 

independent in accordance with the rules of professional conduct of the Institute of Chartered Accountants in 

Manitoba.  

The auditors of the Acquisition Properties are Ernst & Young LLP, Chartered Professional Accountants, 

Licensed Public Accountants, Toronto, Ontario and are independent of Fortis Properties in accordance with the rules 

of professional conduct of the Chartered Professional Accountants of Ontario. 

The auditors of the carve-out financial statements of Slate GTA in connection with the business acquisition 

report of the REIT dated February 27, 2015 are Deloitte LLP, Chartered Professional Accountants, Chartered 

Accountants, Licensed Public Accountants, Toronto, Ontario and are independent within the meaning of the rules of 

professional conduct of the Chartered Professional Accountants of Ontario. 

The Transfer Agent and registrar for the Units is Computershare Trust Company of Canada at its principal 

office in Toronto, Ontario and Vancouver, British Columbia.  

The Subscription Receipt Agent for the Subscription Receipts (and the Additional Subscription Receipts if 

any) is Computershare Trust Company of Canada at its principal office in Toronto, Ontario and Vancouver, British 

Columbia. 

PURCHASERS’ STATUTORY AND CONTRACTUAL RIGHTS OF WITHDRAWAL AND RESCISSION 

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. 

 Under the Subscription Receipt Agreement, original purchasers of Subscription Receipts pursuant to the 

Offering will have a non-assignable contractual right of rescission, exercisable against the REIT following the 
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issuance of the Units to such purchaser upon the exchange of the Subscription Receipts, to receive the Subscription 

Price paid for each such Subscription Receipt (including any Earned Interest and Deemed Interest) in the event that 

this prospectus or any amendment hereto contains a misrepresentation, provided that the right of rescission is 

exercised within 180 days of the closing of the Offering. This contractual right of rescission will be consistent with 

the statutory right of rescission described under Section 130 of the Securities Act (Ontario), and is in addition to any 

other right or remedy available to original purchasers of Subscription Receipts under Section 130 of the Securities 

Act (Ontario) or otherwise at law. The purchaser should refer to any applicable provisions of the securities 

legislation of the purchaser’s province for the particulars of this statutory right of action for damages, or consult with 

a legal adviser. 
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GLOSSARY OF TERMS 

“4211 LP” means 4211 Yonge Street Limited Partnership, a limited partnership formed under the laws of Ontario; 

“4211 Yonge” means the property beneficially owned by the REIT and located at 4211 Yonge Street, Toronto, 

Ontario; 

“4211 Yonge Mortgage” means debt financing in the amount of a $25.0 million first mortgage provided by an 

affiliate of TDSI in connection with the acquisition of 4211 Yonge; 

“Acquisition” has the meaning ascribed thereto on the cover page; 

“Acquisition Agreement” has the meaning ascribed thereto on the cover page; 

“Acquisition Closing” has the meaning ascribed thereto under “The Acquisition – Overview”; 

 “Acquisition Closing Time” means the time of closing of the Acquisition Closing; 

“Acquisition Properties” has the meaning ascribed thereto on the cover page; 

“Additional Subscription Receipts” means the additional subscription receipts, if any, issued pursuant to the Over-

Allotment Option; 

“AFFO” has the meaning ascribed thereto under “Non-IFRS Measures”; 

“AIF” means the REIT’s annual information form for the period ended December 31, 2014 dated March 6, 2015; 

“BMO” means BMO Nesbitt Burns Inc.; 

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

“Brunswick Square Property” means an approximately 521,464 square foot mixed-use office and retail complex 

in Saint John, New Brunswick; 

“Cabot Place” means an approximately 137,324 square foot office tower in St. John's, Newfoundland; 

“CDS” means CDS Clearing and Depository Services Inc.; 

“CIBC” means CIBC World Markets Inc.; 

“Class B LP units” means the Class B limited partnership units of FAM LP and the Class B limited partnership 

units of FAM II LP;  

“Co-Owned Properties” means collectively, Cabot Place, Fortis Place and TD Place; 

“Co-Owners Agreement” has the meaning ascribed thereto under “The Acquisition - SJHP Joint Venture”; 

“Counsel” means, collectively, McCarthy Tétrault LLP, counsel to the REIT, and Blake, Cassels & Graydon LLP, 

counsel to the Underwriters; 

“CRA” means the Canada Revenue Agency; 

“Data Centre LP” means Data Centre Limited Partnership, a limited partnership formed under the laws of 

Manitoba; 
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“Deadline” has the meaning ascribed thereto under “Description of the Subscription Receipts – Overview”; 

“Deemed Interest” has the meaning ascribed thereto on the cover page; 

“Declaration of Trust” means the amended and restated declaration of trust of the REIT dated December 17, 2014, 

as amended on March 16, 2015 and as further amended and restated from time to time; 

“Desjardins” means Desjardins Securities Inc.; 

“DRIP” means the distribution reinvestment plan adopted by the REIT, pursuant to which Canadian resident 

Unitholders are entitled to elect to have cash distributions in respect of Units automatically reinvested in additional 

Units; 

“Earned Interest” has the meaning ascribed thereto on the cover page; 

“Escrowed Funds” has the meaning ascribed thereto on the cover page; 

“Exchange Agreement” means the amended and restated exchange agreement between the REIT, FAM LP, FAM 

GP, FAM II LP, Slate GTA and Huntingdon dated December 17, 2014; 

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

“FAM II LP” means FAM II Limited Partnership, a limited partnership formed under the laws of Ontario; 

“FAM GP” means FAM GPCo Inc., a corporation incorporated under the laws of Ontario; 

“FAM LP” means FAM Management Limited Partnership, a limited partnership formed under the laws of Ontario; 

“FFO” has the meaning ascribed thereto under “Non-IFRS Measures”; 

“Fortis” means Fortis Inc., a corporation incorporated under the laws of the Province of Newfoundland and 

Labrador; 

“Fortis Place” means an approximately 143,516 square foot office tower in St. John's, Newfoundland; 

“Fortis Properties” means Fortis Properties Corporation, a corporation incorporated under the laws of the Province 

of Newfoundland and Labrador; 

“Fortis Subscription Agreement” has the meaning ascribed thereto under “The Acquisition - Description of the 

Fortis Subscription Agreement”; 

“GLA” means gross leasable area; 

“Holder” has the meaning ascribed thereto under “Certain Canadian Federal Income Tax Considerations”;  

“Huntingdon” means Huntingdon Capital Corp., a corporation continued under the laws of Ontario; 

 “IFRS” means International Financial Reporting Standards; 

 “IPO” means the initial public offering of Units of the REIT which closed on December 28, 2012;  

“Management Agreement” means the amended and restated management agreement entered into on August 12, 

2014, and effective as of November 4, 2014, between the REIT and Huntingdon; 

 “Marketing Materials” has the meaning ascribed thereto under “Documents Incorporated by Reference”; 
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“MD&A” has the meaning ascribed thereto under “Documents Incorporated by Reference”; 

“MTS Data Centre” means a 64,000 square foot data centre development beneficially owned by the REIT and 

located in Southwest Winnipeg, Manitoba; 

“MTS Project Financing” means collectively, a $37 million construction loan bearing an interest rate of the 

lender’s prime rate plus 0.5%, a $37 million takeout mortgage facility, a $2 million short term operating facility to 

fund sales taxes during construction and a $2.9 million short term operating facility to fund Manitoba sales tax 

during construction, all in connection with the development of the MTS Data Centre; 

“NCI” means the non-certificated inventory system administered by CDS; 

“NOI” has the meaning ascribed thereto under “Non-IFRS Measures”; 

“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; 

“Offering” means the offering of Subscription Receipts pursuant to this short form prospectus;  

“Offering Closing” means the closing of the Offering; 

“Officer’s Certificate” has the meaning ascribed thereto under “Certain Canadian Federal Income Tax 

Considerations”; 

“Over-Allotment Option” has the meaning ascribed thereto on the cover page;  

“Partnerships” means FAM LP, FAM II LP, Data Centre LP and 4211 LP; 

“Private Placement” has the meaning ascribed thereto under “The Acquisition - Overview”; 

“Pro Forma Financials” means the unaudited pro forma consolidated financial statements of the REIT as at and for 

the three-months ended March 31, 2015 and for the year ended December 31, 2014 together with the notes thereto; 

“Promontory” means the property beneficially owned by the REIT and located at 2655 and 2695 North Sheridan 

Way, Mississauga, Ontario;  

“Promontory Mortgage” means debt financing in the amount of a $23.0 million first mortgage provided by an 

affiliate of TDSI in connection with the acquisition of the Promontory; 

“Q1 MD&A” has the meaning ascribed thereto under “Documents Incorporated by Reference”; 

“Redemption Notes” means unsecured subordinated promissory notes of the REIT having a maturity date to be 

determined at the time of issuance by the Trustees, in accordance with the Declaration of Trust, bearing interest 

from the date of issue at a market rate of interest determined at the time of issuance by the Trustees, payable for each 

month during the term on the 15th day of each subsequent month with all principal being due on maturity, such 

promissory notes to provide that the REIT shall at any time be allowed to prepay all or any part of the outstanding 

principal without notice or bonus; 

“REIT” means Slate Office REIT (formerly, FAM Real Estate Investment Trust), including its Subsidiaries where 

the context requires; 

“REIT Exception” has the meaning described under “Certain Canadian Federal Income Tax Considerations — 

Status of the REIT-Qualification as a “Real Estate Investment Trust” — REIT Exception”; 
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“Revolving Credit Facility” means the revolving credit facility in favour of the REIT in the amount of $17.0 

million; 

“Revolving Operating Facility” means the revolving operating facility to be established on or before the 

Acquisition Closing in favour of the FAM LP in the maximum amount of approximately $230 million; 

“Right of First Opportunity Agreement” means the right of first opportunity agreement between the REIT and 

Huntingdon dated December 28, 2012 and amended effective November 4, 2014; 

“RRIF” means registered retirement income fund;  

“RRSP” means registered retirement savings plan; 

“SEDAR” means the System for Electronic Document Analysis and Retrieval at www.sedar.com; 

“SIFT” means a “SIFT trust” or a “SIFT partnership” as defined in the Tax Act;  

“SIFT Legislation” means the provisions of the Tax Act that apply to a SIFT;  

“SJHP” means St. John’s Harbour Properties Ltd., a corporation incorporated under the laws of Ontario; 

“SJHP Joint Venture” has the meaning ascribed thereto under “The Acquisition – SJHP Joint Venture”; 

“SJHP Put Rights” has the meaning ascribed thereto under “The Acquisition - SJHP Joint Venture”; 

“Slate” means Slate Asset Management L.P., a limited partnership formed under the laws of Ontario; 

“Slate Capital” means Slate Capital Corporation, a corporation incorporated under the laws of Ontario; 

“Slate GTA” means Slate GTA Suburban Office Inc., a corporation incorporated under the laws of Ontario; 

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

“Subscription Price” means $7.40 per Subscription Receipt; 

“Subscription Receipt” means a subscription receipt of the REIT offered pursuant to the Offering; 

“Subscription Receipt Adjustment Payment” means an amount per Subscription Receipt equal to the amount per 

Unit of any cash distributions made by the REIT for which record dates have occurred during the period from and 

including the Offering Closing to and including the date immediately preceding the date upon which Units are 

issued or deemed to be issued pursuant to the Subscription Receipt Agreement; 

“Subscription Receipt Agent” means Computershare Trust Company of Canada, at its principal office in Toronto, 

Ontario and Vancouver, British Columbia; 

“Subscription Receipt Agreement” has the meaning ascribed thereto under “Description of the Subscription 

Receipts – Overview”; 

“Subsidiary” has the meaning ascribed thereto in National Instrument 45-106 — Prospectus and Registration 

Exemptions; 

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

“Tax Proposals” has the meaning ascribed thereto under “Certain Canadian Federal Income Tax Considerations”; 

http://www.sedar.com/
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“TD Place” means an approximately 99,470 square foot office tower in St. John's, Newfoundland; 

“TDSI” means TD Securities Inc.; 

“Term Loan Facility” means the term loan facility to be established on or before the Acquisition Closing in favour 

of SJHP and FAM LP in the amount of $105 million; 

“Termination Event” has the meaning ascribed thereto on the cover page; 

“TFSA” means a tax-free savings account; 

“Transfer Agent” means Computershare Trust Company of Canada, at its principal office in Toronto, Ontario and 

Vancouver, British Columbia;  

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

“TSX” means the Toronto Stock Exchange; 

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

“Underwriters” means collectively, TDSI, BMO, CIBC, GMP Securities L.P., RBC Dominion Securities Inc., 

National Bank Financial Inc., Scotia Capital Inc., Canaccord Genuity Corp., Desjardins and Raymond James Ltd.; 

“Underwriting Agreement” means the underwriting agreement entered into between the REIT and the 

Underwriters, as described under “Plan of Distribution”; 

“Underwriters’ Fee” has the meaning ascribed thereto on the cover page; 

“Unit” means a unit of the REIT, other than a Special Voting Unit; 

“Unitholder” means a holder of Units, and any reference to a Unitholder in the context of such Unitholder’s right to 

vote at a meeting of Unitholders also includes a holder of Special Voting Units; 

“Warrant” means a Unit purchase warrant of the REIT that entitles the holder thereof to acquire one Warrant Unit 

at an exercise price of $10.50 per Warrant Unit at any time prior to 5:00 p.m. (Toronto time) on December 28, 2015; 

and 

“Warrant Unit” means a trust unit of the REIT acquired on the exercise of a Warrant. 
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Pro Forma Consolidated Financial Statements of

SLATE OFFICE REIT
(formerly "FAM Real Estate Investment Trust")

As at and for the three months ended March 31, 2015 and the year ended December 31, 2014
(Unaudited)
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Note REIT
Fortis

Properties
Pro forma

adjustments Total

Assets

Non-current assets:

Investment properties
2a, 2b, 
2c, 3a $ 448,062 $ 282,976 $ 16,414 $ 747,452

Hotel property and equipment 2c — — 11,800 11,800
Equity accounted investment 12,388 — — 12,388
Tenant receivables 2a — 2,183 (2,183) —
Restricted cash 1,668 — — 1,668
Total non-current assets 462,118 285,159 26,031 773,308

Current assets:
Note receivable 6,559 — — 6,559
Prepaid expenses and other assets 3c 637 452 (452) 637
Accounts receivable 3c 5,113 3,158 (3,158) 5,113
Cash 3c 1,866 47 (47) 1,866
Total current assets 14,175 3,657 (3,657) 14,175

Total assets $ 476,293 $ 288,816 $ 22,374 $ 787,483

Liabilities and Unitholders’ Equity

Non-current liabilities:
Mortgages payable $ 250,923 $ — $ 250,923
Security deposits and provisions 3,135 — — 3,135
Interest rate swap liabilities 3,955 — — 3,955
Class B LP units 40,616 — — 40,616
Long-term debt 3d — 29,334 170,338 199,672
Due to related parties 3d — 90,861 (90,861) —
Deferred income taxes 2d, 3j — 17,342 (17,342) —
Total non-current liabilities 298,629 137,537 62,135 498,301

Current liabilities:
Mortgages payable 17,931 — — 17,931
Current portion of long-term debt 3d — 4,239 (4,239) —
Vendor take-back loan 9,180 — — 9,180
Revolving credit facility 3,176 — — 3,176
Warrants 40 — — 40
Accounts payable and other

liabilities 3c 11,164 11,693 (11,693) 11,164
Total current liabilities 41,491 15,932 (15,932) 41,491

Total liabilities 340,120 153,469 46,203 539,792

Unitholders’ equity 3a 136,173 — 111,518 247,691
Owner's equity 2b, 2d — 135,347 (135,347) —

Total liabilities and unitholders’ equity $ 476,293 $ 288,816 $ 22,374 $ 787,483

See accompanying notes to the unaudited pro forma consolidated financial statements.

SLATE OFFICE REIT
Pro forma Consolidated Statement of Financial Position
(in thousands of Canadian dollars)
(unaudited)
As at March 31, 2015
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Note REIT
Fortis

Properties
Pro forma

adjustments Total

Revenue from investment properties 2b, 3b, 3e $ 14,082 $ 19,149 $ (3,271) $ 29,960
Property operating expenses 3b, 3f (6,454) (12,005) 2,032 (16,427)
Property operating income 7,628 7,144 (1,239) 13,533

General and administration 3g (593) — (228) (821)
Depreciation 2b — (2,393) 2,393 —
Finance costs, net 3h (5,140) (2,265) 640 (6,765)
Share of net income from equity

accounted investment 1,190 — — 1,190
Fair value adjustments to financial

instruments (2,188) — — (2,188)
Fair value adjustments to investment

properties 2b, 3i (2,127) — 20 (2,107)
Provision for income taxes 2d, 3j — (701) 701 —

Net income (loss) and comprehensive
income (loss) $ (1,230) $ 1,785 $ 2,287 $ 2,842

See accompanying notes to the unaudited pro forma consolidated financial statements.

SLATE OFFICE REIT
Pro Forma Consolidated Statement of Income (Loss) and Comprehensive Income (Loss)
(in thousands of Canadian dollars)
(unaudited)
For the three months ended March 31, 2015
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Note

REIT
(Jan 1, 2014 -
Dec 31, 2014)

Fortis
Properties
(Jan 1, 2014 -
Dec 31, 2014)

Suburban
Office

(Jan 1, 2014 -
Sep 30, 2014)

Pro forma
adjustments Total

Revenue from investment
properties

2b, 3b, 
3e, 4 $ 33,087 $ 75,691 $ 17,599 $ (4,101) $ 122,276

Property operating expenses 3b, 3f, 4 (13,800) (42,142) (8,723) 1,951 (62,714)
Property operating income 19,287 33,549 8,876 (2,150) 59,562

General and administration 3g, 4 (2,033) — (1,600) 79 (3,554)
Depreciation 2b — (8,855) — 8,855 —
Special Committee related

expenses (1,876) — — — (1,876)
Finance costs, net 3h, 4 (11,898) (6,819) (4,716) (1,853) (25,286)
Share of net income from

equity accounted investment 1,501 — — — 1,501
Fair value adjustments to

financial instruments 2,500 — — — 2,500
Fair value adjustments to

investment properties 2b, 3i, 4 (4,620) — (27,960) 28,057 (4,523)
Provision for income taxes 2d, 3j, 4 — (5,041) 5,272 (231) —

Net income and
comprehensive income $ 2,861 $ 12,834 $ (20,128) $ 32,757 $ 28,324

See accompanying notes to the unaudited pro forma consolidated financial statements.

SLATE OFFICE REIT
Pro Forma Consolidated Statement of Income and Comprehensive Income
(in thousands of Canadian dollars)
(unaudited)
For the year ended December 31, 2014
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SLATE OFFICE REIT
Notes to Pro Forma Consolidated Financial Statements
(all tabular amounts are expressed in thousands of Canadian dollars, unless otherwise noted)
(unaudited)
As at and for the three months ended March 31, 2015 and the year ended December 31, 2014

Page 5

1. Basis of preparation

Slate Office REIT (the “Trust” or the “REIT”), formerly known as FAM Real Estate Investment Trust, 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 December
17, 2014, as amended on March 16, 2015 and May 25, 2015.

The accompanying unaudited pro forma consolidated statement of financial position as at March 31,
2015 and the consolidated statements of income (loss) and comprehensive income (loss) for the three
months then ended and the year ended December 31, 2014 have been prepared by management of
the REIT to reflect the following transactions:

• the acquisition of 14 investment properties (the "Portfolio") from Fortis Properties Corporation
(“Fortis Properties”), a subsidiary of Fortis Inc;

• the subsequent disposition of 90% interest in three investment properties from the Portfolio to
a Canadian institutional real estate fund (the "Co-Owner") and entering into a co-ownership
agreement (the "Co-Owned Properties");

• the related equity offering and debt financing; and
• the acquisition of seven investment properties located in the Greater Toronto Area ("Suburban

Office") on December 17, 2014, as if it had occurred on January 1, 2014.

The unaudited pro forma consolidated financial statements have been prepared using the following
information:

• the unaudited condensed consolidated interim financial statements of the REIT for the three
months ended March 31, 2015 prepared in accordance with International Financial Reporting
Standards ("IFRS");

• the audited consolidated financial statements of the REIT for the year ended December 31,
2014 prepared in accordance with IFRS; 

• the audited carve-out financial statements of the Fortis Properties Corporation Commercial Real
Estate Portfolio for the year ended December 31, 2014 prepared in accordance with accounting
principles generally accepted in the United States ("US GAAP"); and

• the unaudited carve-out financial statements of the Fortis Properties Corporation Commercial
Real Estate Portfolio for the three months ended March 31, 2015 prepared in accordance with
US GAAP.

• the audited carve-out financial statements of Suburban Office for the nine months ended
September 30, 2014 prepared in accordance with IFRS.

These unaudited pro forma consolidated financial statements have been prepared in accordance with
IFRS and incorporate the principal accounting policies used to prepare the March 31, 2015 unaudited
condensed consolidated interim financial statements of the REIT. 
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1. Basis of preparation (continued)

For the purposes of preparing the unaudited pro forma consolidated financial statements, adjustments
have been made to the carve-out financial statements of Fortis Properties to convert those financial
statements, prepared in accordance with US GAAP, to IFRS for all material measurement and
classification differences and to conform to the accounting policies used to those of the REIT (note 2). 

The unaudited pro forma consolidated statement of financial position gives effect to the acquisition of
the Portfolio, the disposition of 90% interest in three investment properties within the Portfolio and entering
into a co-ownership agreement with the Co-Owner, as well as the related equity offering and debt
financing, as if it had occurred on March 31, 2015. The unaudited pro forma consolidated statement of
income (loss) and comprehensive income (loss) for the three months ended March 31, 2015 and for the
year ended December 31, 2014 gives effect to these transactions as if it had occurred on January 1,
2014. In addition, the unaudited pro forma consolidated statement of income (loss) and comprehensive
income (loss) for the year ended December 31, 2014 gives effect to the acquisition of Suburban Office
as if it had occurred on January 1, 2014.

The unaudited pro forma consolidated financial statements are not necessarily indicative of the results
that would have occurred had the transactions been consummated at the dates indicated, nor are they
necessarily indicative of future operating results or the financial position of the REIT.

SLATE OFFICE REIT
Notes to Pro Forma Consolidated Financial Statements
(all tabular amounts are expressed in thousands of Canadian dollars, unless otherwise noted)
(unaudited)
As at and for the three months ended March 31, 2015 and the year ended December 31, 2014
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2. Reconciliation of the Fortis Properties carve-out financial statements from US GAAP to IFRS:

US GAAP to IFRS reconciliation of the Fortis Properties carve-out statement of financial position as at
March 31, 2015:

Note

Fortis
Properties
(US GAAP)

Presentation
adjustments

IFRS
adjustments

Fortis
Properties

(IFRS)

Assets

Non-current assets:
Investment properties 2a, 2b $ 282,976 $ (9,010) $ 144,275 $ 418,241
Hotel property and equipment 2c — 11,193 566 11,759
Tenant receivables 2a 2,183 (2,183) — —
Total non-current assets 285,159 — 144,841 430,000

Current assets:
Other current assets 452 — — 452
Accounts receivable 3,158 — — 3,158
Cash 47 — — 47
Total current assets 3,657 — — 3,657

Total assets $ 288,816 $ — $ 144,841 $ 433,657
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2. Reconciliation of the Fortis Properties carve-out financial statements from US GAAP to IFRS
(continued):

US GAAP to IFRS reconciliation of the Fortis Properties carve-out statement of financial position as at
March 31, 2015:

Note

Fortis
Properties
(US GAAP)

Presentation
adjustments

IFRS
adjustments

Fortis
Properties

(IFRS)
Liabilities and Owner’s Equity

Non-current liabilities:
Long-term debt $ 29,334 $ — $ — $ 29,334
Due to related parties 90,861 — — 90,861
Deferred income taxes 2d 17,342 — — 17,342
Total non-current liabilities 137,537 — — 137,537

Current liabilities:
Current portion of long-term debt 4,239 — — 4,239
Accounts payable and other

liabilities 11,693 — — 11,693
Total current liabilities 15,932 — — 15,932

Total liabilities 153,469 — — 153,469

Owner's equity 2b 135,347 — 144,841 280,188

Total liabilities and owner's equity $ 288,816 $ — $ 144,841 $ 433,657

US GAAP to IFRS reconciliation of the Fortis Properties carve-out statement of income and
comprehensive income for the three months ended March 31, 2015:

Note

Fortis
Properties
(US GAAP)

Presentation
adjustments

IFRS
adjustments

Fortis
Properties

(IFRS)

Revenue from investment properties 2b $ 19,149 $ — $ (491) $ 18,658
Property operating expenses (12,005) — — (12,005)
Property operating income 7,144 — (491) 6,653

Depreciation 2b (2,393) — 2,393 —
Finance costs, net (2,265) — — (2,265)
Fair value adjustments to investment

properties 2b — — 491 491
Provision for income taxes 2d (701) — — (701)

Net income and comprehensive
income $ 1,785 $ — $ 2,393 $ 4,178

SLATE OFFICE REIT
Notes to Pro Forma Consolidated Financial Statements
(all tabular amounts are expressed in thousands of Canadian dollars, unless otherwise noted)
(unaudited)
As at and for the three months ended March 31, 2015 and the year ended December 31, 2014
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2. Reconciliation of the Fortis Properties carve-out financial statements from US GAAP to IFRS
(continued):

US GAAP to IFRS reconciliation of the Fortis Properties carve-out statement of income and
comprehensive income for the year ended December 31, 2014:

Note

Fortis
Properties
(US GAAP)

Presentation
adjustments

IFRS
adjustments

Fortis
Properties

(IFRS)

Revenue from investment properties 2b $ 75,691 $ — $ (2,029) $ 73,662
Property operating expenses (42,142) — — (42,142)
Property operating income 33,549 — (2,029) 31,520

Depreciation 2b (8,855) — 8,855 —
Finance costs, net (6,819) — — (6,819)
Fair value adjustments to investment

properties 2b — — 2,029 2,029
Provision for income taxes 2d (5,041) — — (5,041)

Net income and comprehensive
income $ 12,834 $ — $ 8,855 $ 21,689

(a) Straight-line rent:

Straight-line rent previously presented as tenant receivables under US GAAP is now included as
a component of investment properties under IFRS.

(b) Investment properties:

Investment properties were measured at cost under US GAAP. An adjustment was made to
measure investment properties at fair value as at March 31, 2015 based on the purchase price of
the Portfolio (note 3a) to conform to the REIT's accounting policies under IFRS. For the purposes
of the pro forma consolidated statement of income and comprehensive income for the three months
ended March 31, 2015 and year ended December 31, 2014, no change in fair value of the
investment properties has been assumed, with the exception of the impact of the amortization of
tenant inducements as described below. 

Under the fair value model, depreciation on investment properties and certain leasing expenses
are no longer recorded. As a result, depreciation on investment properties is reversed except for
the amortization of tenant inducements, which is reclassified as an adjustment to revenue.

SLATE OFFICE REIT
Notes to Pro Forma Consolidated Financial Statements
(all tabular amounts are expressed in thousands of Canadian dollars, unless otherwise noted)
(unaudited)
As at and for the three months ended March 31, 2015 and the year ended December 31, 2014
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2. Reconciliation of the Fortis Properties carve-out financial statements from US GAAP to IFRS
(continued):

(c) Hotel property and equipment:

Property and equipment related to the hotel properties that were previously presented as part of
Investment Properties under US GAAP is now presented as a separate line item under IFRS. The
REIT has elected to measure the hotel properties at fair value.

(d) Income taxes:

Under both US GAAP and IFRS, deferred taxes are recorded for the temporary differences arising
in respect of assets and liabilities. The impact of the change in measurement for investment
properties and straight-line rent on deferred taxes are excluded from this reconciliation as the
REIT is expected not to be liable to pay income taxes (note 3j).

SLATE OFFICE REIT
Notes to Pro Forma Consolidated Financial Statements
(all tabular amounts are expressed in thousands of Canadian dollars, unless otherwise noted)
(unaudited)
As at and for the three months ended March 31, 2015 and the year ended December 31, 2014
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3. Pro forma adjustments for the acquisition of the Portfolio

The pro forma adjustments to the unaudited pro forma consolidated financial statements have been
prepared to account for the impact of the acquisition of the Portfolio and related transactions as described
below. 

(a) Acquisition of the Portfolio:

The REIT will acquire the Portfolio for an aggregate purchase price of $430,000. In conjunction with
the acquisition, the REIT will enter into a co-ownership agreement with the Co-Owner, whereby the
REIT will retain a 10% interest in the Co-Owned Properties. After taking into account the impact of
the co-ownership agreement, the REIT's share of the Portfolio purchase price is $304,000, before
estimated closing costs of $7,190, and subject to adjustment in accordance with the terms of the
purchase agreement. 

The acquisition will be funded through a combination of (i) new loan facilities as described in note
3(d), (ii) the issuance of 10,820,000 trust units at a price of $7.40 per trust unit by way of public
offering, on a bought deal basis, for gross proceeds of approximately $80,068, and (iii) the issuance
of 4,729,729 trust units by way of private placement to Fortis Inc., the parent company of Fortis
Properties, at a price of $7.40 per unit for gross proceeds of approximately $35,000.
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3. Pro forma adjustments for the acquisition of the Portfolio (continued)

(a) Acquisition of the Portfolio (continued):

The net impact of acquiring the REIT's share of the Portfolio is as follows:

Net assets acquired:
Purchase price $ 304,000
Transaction costs 7,190
Investment properties and hotel property $ 311,190

Total consideration:
Cash paid $ 196,122
Trust units by way of public offering 80,068
Trust units by way of private placement to Fortis Inc. 35,000

$ 311,190

The actual calculation and allocation of the purchase price for the acquisition of the REIT's share of
the Portfolio will be based on the assets purchased and liabilities assumed at the effective date of
the acquisition and other information available at that date. Accordingly, the actual amounts of each
of these assets and liabilities will vary from the pro forma amounts and the variation may be material.

The acquisition of the REIT's share of the Portfolio has been accounted for as an asset acquisition.
Accordingly, acquisition costs of approximately $7,190, which includes an acquisition fee payable
to Huntingdon Capital Corp. ("Huntingdon"), the REIT's manager, of approximately $2,270, have
been added to the carrying value of the investment properties. The owner's equity of Fortis Properties
has been eliminated.

Transaction costs of approximately $3,550 related to the issuance of trust units, as described above,
have been recorded as a reduction in unitholders' equity.

SLATE OFFICE REIT
Notes to Pro Forma Consolidated Financial Statements
(all tabular amounts are expressed in thousands of Canadian dollars, unless otherwise noted)
(unaudited)
As at and for the three months ended March 31, 2015 and the year ended December 31, 2014
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3. Pro forma adjustments for the acquisition of the Portfolio (continued)

(b) Ownership interest of 10% for the Co-Owned Properties:

The Fortis Properties carve-out financial statements for the three months ended March 31, 2015
and year ended December 31, 2014 reflect the operating results of the Co-Owned Properties at
100%. The REIT will enter into a co-ownership agreement with the Co-Owner, whereby the REIT
will retain a 10% interest in the Co-Owned Properties, and the Co-Owner will acquire a 90% interest
in the Co-Owned Properties. Accordingly, the following adjustments have been made to give effect
to the REIT's 10% share in the revenues and expenses of the Co-Owned Properties:

• Decrease in revenue from investment properties of $3,251 for the three months ended March
31, 2015 and $9,127 for the year ended December 31, 2014.

• Decrease in property operating expenses of $1,637 for the three months ended March 31,
2015 and $3,741 for the year ended December 31, 2014.

(c) Working capital:

Prepaid expenses and other assets, accounts receivable, cash, and accounts payable and other
liabilities are assumed not be transferred to the REIT for the purposes of the unaudited pro forma
consolidated financial statements. 

(d) Debt:

The REIT will enter into a $230,000 loan facility with a 36 month term and secured by the wholly-
owned investment properties of the Portfolio. The interest rate is based on the Canadian Bankers’
Acceptance rate, plus 2.00%. Upon closing of the acquisition, approximately $190,756 will be drawn
on this loan facility.

In addition, the Co-Owned Properties will enter into a $105,000 loan facility with a 24 month term,
of which the REIT's 10% share is $10,500. The interest rate is based on the Canadian Bankers'
Acceptance rate, plus 2.13%. Upon closing of the acquisition, approximately $105,000 will be drawn
on this loan facility, of which the REIT's 10% share is $10,500.

Costs related to the debt financing of $1,584 will be amortized using the effective interest method.
Included in debt financing costs is a $603 financing fee payable to Huntingdon pursuant to the
management agreement.

SLATE OFFICE REIT
Notes to Pro Forma Consolidated Financial Statements
(all tabular amounts are expressed in thousands of Canadian dollars, unless otherwise noted)
(unaudited)
As at and for the three months ended March 31, 2015 and the year ended December 31, 2014
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3. Pro forma adjustments for the acquisition of the Portfolio (continued)

(d) Debt (continued):

The REIT's share of the total amounts drawn under the two loan facilities is $201,256, which will be
used as partial consideration for the acquisition of the Portfolio and the payment of the related debt
financing costs, acquisition costs, and equity issuance costs (note 3a).

The existing long-term debt of $33,573 and due to related parties of $90,861 will be discharged on
closing. 

(e) Revenue from investment properties:

Revenue from investment properties have been increased by $471 for the three months ended
March 31, 2015 and $1,932 for the year ended December 31, 2014 to reflect the adjustment required
to previously recorded tenant inducement amortization and straight-line rent for the acquisition of
the Portfolio with an effective date of January 1, 2014. 

(f) Property operating expenses:

Included in property operating expenses of Fortis Properties is a corporate overhead allocation of
$845 for the three months ended March 31, 2015, and $3,122 for the year ended December 31,
2014, which has been eliminated. 

As Fortis Properties was internally managed, there was no property management fee paid. Pursuant
to the management agreement with Huntingdon, a property management fee of 3.0% of gross cash
receipts will be paid. Accordingly, property operating expenses have been increased by $477 for the
three months ended March 31, 2015 and $1,997 for the year ended December 31, 2014 to adjust
for the property management fees payable under the management agreement with Huntingdon.

Employee future benefits expense related to the defined contribution pension plan of Fortis Properties
of $27 for the three months ended March 31, 2015 and $110 for the year ended December 31, 2014
has also been eliminated as the plan will not continue after the closing of the acquisition.

(g) General and administration expenses:

As Fortis Properties was internally managed, there was no asset management fee paid. General
and administration expenses have been increased by $228 for the three months ended March 31,
2015 and $912 for the year ended December 31, 2014 to adjust for the asset management fee
payable under the management agreement with Huntingdon. The fee payable to Huntingdon is equal
to 0.3% of the gross book value of assets, less any restricted cash. 

SLATE OFFICE REIT
Notes to Pro Forma Consolidated Financial Statements
(all tabular amounts are expressed in thousands of Canadian dollars, unless otherwise noted)
(unaudited)
As at and for the three months ended March 31, 2015 and the year ended December 31, 2014
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3. Pro forma adjustments for the acquisition of the Portfolio (continued)

(h) Finance costs:

Finance costs have been decreased by $640 for the three months ended March 31, 2015 and
increased by $348 for the year ended December 31, 2014 to reflect the new loan facilities and the
related amortization of deferred financing costs (note 3d).

(i) Fair value adjustments to investment properties:

No change in the fair value of the investment properties has been assumed, with the exception of
the impact of the amortization of tenant inducements and straight-line rent (note 3e).

(j) Income taxes:

The REIT qualifies as a mutual fund trust and a real estate investment trust pursuant to the Income
Tax Act (Canada). Under current tax legislation, a real estate investment trust that meets prescribed
conditions is entitled to deduct distributions of taxable income such that it is not liable to pay income
taxes provided that its taxable income is fully distributed to unitholders. The REIT intends to distribute
all of its taxable income to unitholders. Accordingly, the deferred taxes recognized in the carve-out
financial statements of Fortis Properties are de-recognized in the pro forma consolidated financial
statements.

SLATE OFFICE REIT
Notes to Pro Forma Consolidated Financial Statements
(all tabular amounts are expressed in thousands of Canadian dollars, unless otherwise noted)
(unaudited)
As at and for the three months ended March 31, 2015 and the year ended December 31, 2014
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4. Pro forma adjustments to the historical results of Suburban Office

Certain adjustments have been made to the the pro forma consolidated statement of income (loss) and
comprehensive income (loss) to give effect to the acquisition of Suburban Office as if it had occurred on
January 1, 2014. In making these adjustments, the REIT used the Suburban Office carve-out statement
of comprehensive income for the nine months ended September 30, 2014 and the actual results for the
period from December 17, 2014 to December 31, 2014.

(a) Pro forma adjustments to the Suburban Office carve-out statement of comprehensive income for
the nine months ended September 30, 2014:

• Property operating expenses have been increased by $528 for the nine months ended
September 30, 2014 to adjust for the property management fees payable under the
management agreement with Huntingdon.

• General and administration expenses have been decreased by $1,109 for the nine months
ended September 30, 2014 to adjust for the asset management fee payable under the
management agreement with Huntingdon. The manager of Suburban Office previously
charged a flat annual asset management fee of $2,020.

• Finance costs have been decreased by $987 for the nine months ended September 30, 2014
to reflect interest on the $144,000 Suburban Office mortgage at an estimated interest rate of
3.50%, and the related amortization of deferred financing costs.
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4. Pro forma adjustments to the historical results of Suburban Office (continued)

(a) Pro forma adjustments to the Suburban Office carve-out statement of comprehensive income for
the nine months ended September 30, 2014 (continued):

• Finance costs have been increased by $1,179 for the nine months ended September 30, 2014
to reflect distributions on the 2,096,686 Class B LP units at a rate of $0.0625 per month. 

• For the purposes of the pro forma consolidated statements of income (loss) and comprehensive
income (loss), no change in the fair value of the Suburban Office investment properties have
been assumed.

• Deferred taxes related to Suburban Office is de-recognized as the REIT is expected not to be
liable to pay income taxes (note 3j).

(b) Pro forma adjustments related to the period from October 1, 2014 to December 16, 2014:

The REIT completed the acquisition of Suburban Office on December 17, 2014. Accordingly, the
following adjustments have been made to give effect to the estimated operating results from
October 1, 2014 to December 16, 2014:

• Increase in revenue from investment properties of $5,123;
• Increase in property operating expenses of $2,497;
• Increase in general and administration expenses of $118; and
• Increase in finance costs of $1,313.

SLATE OFFICE REIT
Notes to Pro Forma Consolidated Financial Statements
(all tabular amounts are expressed in thousands of Canadian dollars, unless otherwise noted)
(unaudited)
As at and for the three months ended March 31, 2015 and the year ended December 31, 2014
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Carve-Out Financial Statements

Fortis Properties Corporation
Commercial Real Estate Portfolio
For the years ended December 31, 2014 and 2013
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INDEPENDENT AUDITORS’ REPORT

To the Owner of the
Fortis Properties Corporation Commercial Real Estate Portfolio

We have audited the accompanying carve-out financial statements of Fortis
Properties Corporation Commercial Real Estate Portfolio (the “Portfolio”),
which comprise the carve-out balance sheet as at December 31, 2014 and the
carve out statements of income and comprehensive income, changes in owner’s
equity, and cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s responsibility for the carve-out financial statements

Management is responsible for the preparation and fair presentation of these
carve-out financial statements in accordance with accounting principles generally
accepted in the United States, and for such internal control as management
determines is necessary to enable the preparation of carve-out financial statements
that are free from material misstatement, whether due to fraud or error.

Auditors’ responsibility

Our responsibility is to express an opinion on these carve-out financial statements
based on our audit. We conducted our audit in accordance with Canadian
generally accepted auditing standards. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the carve-out financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the carve-out financial statements. The procedures
selected depend on the auditors’ judgment, including the assessment of the risks
of material misstatement of the carve-out financial statements, whether due to
fraud or error. In making those risk assessments, the auditors consider internal
control relevant to the entity’s preparation and fair presentation of the carve-out
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of
the carve-out financial statements.
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We believe that the audit evidence we have obtained in our audit is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the carve-out financial statements referred to above present fairly,
in all material respects, the financial position of the Fortis Properties
Corporation Commercial Real Estate Portfolio as at December 31, 2014 and
its financial performance and its cash flows for the year then ended in accordance
with accounting principles generally accepted in the United States.

Other matters

The comparative carve-out financial statements for 2013 are unaudited.

Toronto, Canada Chartered Professional Accountants
May 21, 2015 Licensed Public Accountants
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Fortis Properties Corporation Commercial Real Estate Portfolio

As at December 31

2014 2013
$ $

[unaudited]
ASSETS
Current
Cash 43 47
Accounts receivable, net of allowance for doubtful

accounts of $121 [2013 – $167] [note 11] 3,452 1,096
Other current assets [note 5] 969 982
Total current assets 4,464 2,125

Investment properties [notes 4 and 7] 283,796 268,295
Tenant receivables 2,155 2,093
Total assets 290,415 272,513

LIABILITIES AND OWNER’S EQUITY
Current
Accounts payable and other liabilities [notes 6, 8 and 10] 11,640 10,402
Current portion of long-term debt [notes 7, 10 and 11] 4,208 3,989
Total current liabilites 15,848 14,391

Long-term debt [notes 7, 10 and 11] 29,763 33,841
Due to related parties [notes 8, 10 and 11] 90,861 80,820
Deferred income taxes [note 9] 17,116 17,284
Total liabilities 153,588 146,336

Owner’s equity 136,827 126,177
Total Owner’s equity 136,827 126,177
Total liabilities and Owner’s equity 290,415 272,513

Commitments [note 12]

See accompanying Notes to the Carve-Out Financial Statements

CARVE-OUT BALANCE SHEETS
[in thousands of Canadian dollars]
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Fortis Properties Corporation Commercial Real Estate Portfolio

Years ended December 31

2014 2013
$ $

[unaudited]

Revenue [note 8]
Real estate 68,010 67,967
Hospitality 7,681 7,660

75,691 75,627
Operating expenses [note 8] 42,142 42,206
Depreciation 8,855 8,483

24,694 24,938
Other expenses
Financing costs [notes 8 and 11] 6,819 6,679
Income before income taxes 17,875 18,259
Provision for income taxes [note 9] 5,041 5,149
Net income and comprehensive income for the year 12,834 13,110

See accompanying Notes to the Carve-Out Financial Statements

CARVE-OUT STATEMENTS OF INCOME
AND COMPREHENSIVE INCOME

[in thousands of Canadian dollars]
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Fortis Properties Corporation Commercial Real Estate Portfolio

Years ended December 31

2014 2013
$ $

[unaudited]

Owner’s equity, beginning of year 126,177 141,018
Net income and comprehensive income 12,834 13,110
Net transfers to Owner (2,184) (27,951)
Owner’s equity, end of year 136,827 126,177

See accompanying Notes to the Carve-Out Financial Statements

[in thousands of Canadian dollars]

CARVE-OUT STATEMENTS OF
CHANGES IN OWNER’S EQUITY
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Fortis Properties Corporation Commercial Real Estate Portfolio

Years ended December 31

2014 2013
$ $

[unaudited]

OPERATING ACTIVITIES
Net income and comprehensive income 12,834 13,110
Adjustments for:

Depreciation 8,855 8,483
Deferred income tax (recovery) expense [note 9] (168) 1,031

21,521 22,624
Net change in non-cash working capital balances

related to operations (1,167) 1,253
Cash provided by operating activities 20,354 23,877

INVESTING ACTIVITIES
Additions to investment properties (24,356) (31,022)
Cash used in investing activities (24,356) (31,022)

FINANCING ACTIVITIES
Payments from related parties 10,041 60,819
Net transfers to Owner (2,184) (27,951)
Repayment of long-term debt (3,859) (25,715)
Cash provided by financing activities 3,998 7,153

Net change in cash during the year (4) 8
Cash, beginning of year 47 39
Cash, end of year 43 47

Supplemental cash flow information [note 14]

See accompanying Notes to the Carve-Out Financial Statements

CARVE-OUT STATEMENTS OF CASH FLOWS
[in thousands of Canadian dollars]
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Fortis Properties Corporation Commercial Real Estate Portfolio

NOTES TO CARVE-OUT FINANCIAL STATEMENTS
[in thousands of Canadian dollars]

December 31, 2014

1

1. DESCRIPTION OF BUSINESS

The Fortis Properties Corporation [“Fortis Properties”] Commercial Real Estate Portfolio [the
“Portfolio”] consists of 14 properties representing 2.8 million square feet of leasable office and
retail real estate in Atlantic Canada. The Portfolio is comprised of 19 separate buildings including
9 buildings in various downtown locations offering a mix of Class A and Class B office space and
a mixed-use commercial real estate and hotel complex. The hotel component of the complex is
operated under a franchise agreement and consists of 254 rooms.

The Portfolio presented in these carve-out financial statements is not a legal entity. The
accompanying carve-out financial statements of the Portfolio have been prepared from the
historical accounting records of Fortis Properties in anticipation of a potential transaction. As the
Portfolio was historically operated and financed as part of a larger group, its accounts have been
adjusted to reflect charges for business functions provided by Fortis Properties and its affiliates.

The registered office of Fortis Properties is 139 Water Street, Suite 1201, St. John’s, NL,
A1B 3T2.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

[a] Basis of presentation

These carve-out financial statements have been prepared in accordance with accounting principles
generally accepted in the United States [“US GAAP”] and are presented in Canadian dollars,
which is the Portfolio’s functional currency.

[b] Carve-out of financial information

These carve-out financial statements reflect the carve-out financial position and the related results
of operations, changes in Owner’s equity and cash flows in a manner consistent with Fortis
Properties’ operation and ownership of the Portfolio and as though the Portfolio had been a stand-
alone business for all periods presented. Assets and liabilities specifically identified to the
Portfolio have been presented in the carve-out balance sheets. All material revenues and expenses
specifically identified to the Portfolio and allocations of corporate overhead expenses have been
presented in the carve-out statements of income and comprehensive income.

Allocations of certain corporate overhead expenses, assets and liabilities were required to facilitate
presentation of the Portfolio in these carve-out financial statements. These have been allocated
based on the proportionate share of the Portfolio’s revenue to Fortis Properties’ total operating
revenue, a basis management believes is appropriate for the fair presentation of the carve-out
financial statements. The allocations have been applied on a consistent basis for all periods
presented.
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Fortis Properties Corporation Commercial Real Estate Portfolio

NOTES TO CARVE-OUT FINANCIAL STATEMENTS
[in thousands of Canadian dollars]

December 31, 2014

2

Allocated corporate overhead costs include those related to, but not limited to, Fortis Properties’
corporate human resources, corporate accounting and information technology functions. These
costs are included in operating expenses in the statements of income and comprehensive income
and totalled $3,122 and $3,387 for the years ended December 31, 2014 and 2013, respectively.

The carve-out financial statements may not necessarily reflect the financial position, results of
operations or cash flows that the Portfolio might have achieved in the past, or might achieve in the
future, if it had existed as a separate, stand-alone business and legal entity during the periods
presented.

The preparation of these carve-out financial statements required management to make estimates
and assumptions that affect the reported amounts and disclosures of assets and liabilities as at the
date of the carve-out financial statements and revenue and expenses during the reporting periods.
These estimates are subject to measurement uncertainty and the effect on the carve-out financial
statements of changes in such estimates in future periods could be material. Accounting estimates
applied for the Portfolio are described below under the headings income taxes and investment
properties.

[c] Basis of measurement and presentation

The application of the going concern basis of presentation assumes that the Portfolio will continue
to operate for the foreseeable future and be able to realize its assets and discharge its liabilities and
commitments in the normal course of business. Accordingly, these carve-out financial statements
have been prepared on a going concern basis.

An evaluation of subsequent events through to May 21, 2015, the date these carve-out financial
statements were approved by Fortis Properties, was completed to determine whether
circumstances warranted recognition and/or disclosure of events or transactions in the carve-out
financial statements as at December 31, 2014. Refer to note 16 for a description of a subsequent
event which warranted disclosure.

Outlined below are the significant accounting policies used in preparation of these carve-out
financial statements.

Cash management

The Portfolio participates in Fortis Properties centralized cash management system.
Disbursements are made and funded by Fortis Properties. Cash receipts are transferred to
centralized accounts, also maintained by Fortis Properties. The cash receipts from the Portfolio are
not separately maintained from cash receipts of other operations of Fortis Properties.
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Fortis Properties Corporation Commercial Real Estate Portfolio

NOTES TO CARVE-OUT FINANCIAL STATEMENTS
[in thousands of Canadian dollars]

December 31, 2014

3

Accounts receivable

Trade receivables are carried at the original invoice amount, less an allowance for doubtful
accounts. The allowance for doubtful accounts reflects management’s best estimate of
uncollectible accounts receivable balances. An allowance for doubtful accounts is maintained
which is estimated based on a variety of factors including accounts receivable aging, historical
experience and other currently available information, including events such as customer
bankruptcy and economic conditions.

Accounts receivable are written off in the period in which the receivable is deemed uncollectible.
Generally accounts that are 90 days old or older are allowed as doubtful through the provision of
an allowance for doubtful accounts and bad debt expense. Once it is concluded that the account
will not in all likelihood be collected, it is written off as uncollectible.

Other current assets

Other current assets are composed of food and beverage inventory of the hotel component of the
mixed-use commercial real estate and hotel complex and prepaid expenses. Food and beverage
inventory is measured at the lower of cost and net realizable value.

Investment properties

Investment properties, including buildings, tenant inducements, equipment, land and construction
in progress, are recorded at cost less accumulated depreciation, where applicable.

Buildings are depreciated by using the straight-line method over an estimated useful life of
60 years.

Tenant inducements are depreciated over the initial terms of the leases to which they relate, except
where a write-down is required to reflect permanent impairment. The lease terms vary to a
maximum of 20 years.

Equipment is depreciated on a straight-line basis over a range of 2 to 25 years.

Depreciation of buildings, tenant inducements and equipment commences when the asset is placed
into commercial operation, or in the case of a constructed asset, depreciation commences when
construction is substantially complete.

Maintenance and repairs are charged to operating expenses in the period incurred, while
replacements and betterments which extend the useful lives or increase capacity or efficiency are
capitalized.

F-25



Fortis Properties Corporation Commercial Real Estate Portfolio

NOTES TO CARVE-OUT FINANCIAL STATEMENTS
[in thousands of Canadian dollars]

December 31, 2014

4

Interest is capitalized on projects during periods of construction until the projects are ready for
their intended purpose and are substantially complete and is based on interest rates during the
construction period.

Tenant receivables

Tenant receivables are carried at cost and recognized over the estimated period of future benefits.
They include receivables stemming from the recognition of rent on a straight-line basis over the
terms of the leases.

Impairment of investment properties

Investment properties are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying value of the investment properties may not be recoverable. These
circumstances include, but are not limited to, a decline in a property’s cash flows, occupancy or
comparable sales per square foot. Any impairment of an investment property is measured when
the estimated undiscounted operating income before depreciation and amortization plus its
residual value is less than the carrying value of the property. To the extent impairment has
occurred and is other than temporary, the excess of the carrying value of the property over its
estimated fair value is charged to income. Changes in economic and operating conditions that
occur subsequent to a review of recoverability of the investment property could impact the
assumptions used in that assessment and could result in future charges to income if assumptions
regarding those investments differ from actual results.

No asset impairments were recognized during the years ended December 31, 2014 and 2013.

Long-term debt

Long-term debt is initially measured at fair value, net of transaction costs and financing fees. It is
subsequently measured at amortized cost using the effective interest rate method. Transaction
costs and financing fees are amortized on a straight-line basis over the term of the related debt.

Employee future benefits

Defined contribution plans, including a group Registered Retirement Savings Plan, and a
supplemental unfunded retirement plan is maintained for certain senior employees. The costs of
the above plans are expensed as incurred.
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Income taxes

Fortis Properties files a Canadian corporate income tax return, which includes the Portfolio, as the
Portfolio is not itself a separate legal entity. For purposes of these carve-out financial statements,
the Portfolio’s taxes are computed and reported as if the Portfolio were a separate legal entity
required to file its own Canadian income tax return. Income taxes as presented herein reflect
current and deferred income taxes of the Portfolio in a manner that is systematic, rational and
consistent with the asset and liability method of accounting. Under this method, deferred tax
assets and liabilities are recognized for the future income tax consequences attributable to the
difference between the carve-out financial statement carrying amounts of existing assets and
liabilities and their respective tax basis. Accordingly, the sum of the amounts allocated to the
carve-out tax provisions may not equal Fortis Properties historical consolidated income tax
provision.

Deferred income tax assets and liabilities are recognized for the benefit of losses available to be
carried forward to future years for tax purposes that are more likely than not to be realized.
Valuation allowances are recognized against deferred income tax assets when it is more likely than
not that a portion of, or the entire amount of, the deferred income tax asset will not be realized.
Deferred income tax assets and liabilities are measured using enacted income tax rates and laws in
effect when the temporary differences are expected to be recovered or settled. The effect of a
change in income tax rates on deferred income tax assets and liabilities is recognized in income in
the period that the change occurs. Current income tax expense or recovery is recognized for the
estimated income taxes payable and receivable in the current year.

Tax benefits associated with income tax positions taken, or expected to be taken, in an income tax
return are recognized only when the more likely than not recognition threshold is met. The tax
benefits are measured at the largest amount of benefit that is greater than 50% likely to be realized
upon settlement. The difference between a tax position taken, or expected to be taken, and the
benefit recognized and measured pursuant to this guidance represents an unrecognized tax benefit.

Income tax interest and penalties are expensed as incurred and included in income tax expense.

Revenue recognition

All of the Portfolio’s leases with tenants meet the criteria for classification as operating leases as
the Portfolio retains substantially all of the risks and benefits of ownership of the investment
properties.
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Revenue recognized under leases is based on a number of factors. In most cases, revenue
recognition commences when the tenant takes possession of the physical use of the leased
property. Generally, this occurs on the later of the lease commencement date or, when the landlord
is required to make additions to the leased property in the form of tenant improvements, upon
substantial completion of such improvements.

Rental revenue includes all amounts earned from tenants related to lease agreements, including
minimum rent payments, realty taxes, operating cost recoveries and recovery of certain capital
costs, where applicable. Recoveries from tenants are accrued and recognized in rental revenue in
the period in which the applicable expenses are incurred and they become recoverable from the
tenant. Minimum rental payments are recognized on a straight-line basis over the term of the lease.
Lease incentives granted are recognized as part of rental income over the term of the lease.

Lease cancellation fees represent amounts earned from tenants in connection with the cancellation
or the early termination of their remaining lease obligations and are recognized as revenue when
the termination agreement is signed and collection is reasonably assured.

Revenue derived from hospitality services is recognized when the service is provided.

Financial instruments

Financial instruments are initially measured at fair value and subsequently measured at cost less
impairment or amortized cost using the effective interest rate method.

Related-party transactions

Related-party transactions and the balances related thereto occur in the normal course of
operations and are measured at the exchange amount, which is the amount of consideration
established and agreed to by the related parties. It is possible that the terms for the transactions
with other affiliates of Fortis Properties are not the same as those that would that would result
from transactions among unrelated parties.

Owner’s equity

The Portfolio Owner’s equity presented in the carve-out balance sheets represents Fortis
Properties’ net investment in the Portfolio. Changes in Owner’s equity include net cash transferred
and other contributions between Fortis Properties and the Portfolio.

F-28



Fortis Properties Corporation Commercial Real Estate Portfolio

NOTES TO CARVE-OUT FINANCIAL STATEMENTS
[in thousands of Canadian dollars]

December 31, 2014

7

Contingencies

The Portfolio is subject to legal proceedings, claims and liabilities that arise in the ordinary course
of business. The Portfolio accrues liabilities associated with legal claims when outlays are
probable and reasonably estimable. Estimates are adjusted as additional information becomes
available or circumstances changes. Accrued liabilities are presented on an undiscounted basis.
Amounts that the Portfolio has a contractual right to recover from other parties are contingent
assets. Such amounts are recognized only when realized.

3. NEW ACCOUNTING PRONOUNCEMENTS

In May 2014, the Financial Accounting Standards Board [“FASB”] issued Accounting Standards
Update [“ASU”] No. 2014-09, Revenue from Contracts with Customers. The amendments in this
update create Accounting Standards Codification [“ASC”] Topic 606, Revenue from Contracts
with Customers, and supersede the revenue recognition requirements in ASC Topic 605, Revenue
Recognition, including most industry-specific revenue recognition guidance throughout the
codification. This standard completes a joint effort by FASB and the International Accounting
Standards Board to improve financial reporting by creating common revenue recognition guidance
for US GAAP and International Financial Reporting Standards that clarifies the principles for
recognizing revenue and that can be applied consistently across various transactions, industries
and capital markets. This standard is effective for annual and interim periods beginning on or after
December 15, 2016 and is to be applied on a full retrospective or modified retrospective basis. In
April 2015, FASB issued an Exposure Draft of a proposed ASU that would delay by one year the
effective date of its new revenue recognition standard and allow early adoption as of the original
effective date.
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4. INVESTMENT PROPERTIES

2014
Accumulated Net book

Cost depreciation value
$ $ $

Buildings 271,063 55,095 215,968
Land 28,602 — 28,602
Tenant inducements 34,448 26,768 7,680
Equipment 36,493 17,006 19,487
Construction in progress 12,059 — 12,059

382,665 98,869 283,796

2013
[unaudited]
Accumulated Net book

Cost depreciation value
$ $ $

Buildings 220,198 51,016 169,182
Land 28,602 — 28,602
Tenant inducements 32,707 24,644 8,063
Equipment 33,318 14,467 18,851
Construction in progress 43,597 — 43,597

358,422 90,127 268,295

In October 2014, the Portfolio transferred $51 million from construction in progress to buildings,
upon substantial completion and availability for occupancy of a building that was under
construction. Interest capitalized in association with the construction of the building was $1,642
[2013 – $976].

5. OTHER CURRENT ASSETS

2014 2013
$ $

[unaudited]

Inventory 80 97
Prepaid expenses 889 885

969 982

The cost of inventories recognized in operating expenses is $586 [2013 – $498].
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6. ACCOUNTS PAYABLE AND OTHER LIABILITIES

2014 2013
$ $

[unaudited]

Trade accounts payable 9,774 8,828
Employee compensation and benefits payable 918 854
Interest payable 867 637
Accrued taxes other than income taxes 20 18
Other 61 65

11,640 10,402

7. LONG-TERM DEBT

2014 2013
$ $

[unaudited]

First mortgage bonds, bearing fixed interest of 7.50%, due in
2017, collateralized by a fixed and floating charge on
specific investment properties 26,455 28,796

Senior secured notes, bearing fixed interest of 7.32%, due in
2019, collateralized by a fixed and specific mortgage and a
charge on a specific investment property 7,729 9,300

Deferred financing costs (213) (266)
33,971 37,830

Less: current portion 4,208 3,989
29,763 33,841

The following is a schedule of principal repayments and debt maturities of external long-term
debt, excluding deferred financing costs of $213, over the next five years:

$

2015 4,208
2016 4,527
2017 23,173
2018 2,095
2019 181

34,184

The net book value of assets pledged as security against external long-term debt as at
December 31, 2014 is $72,591 [2013 – $74,852].
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The underlying agreements associated with the external long-term debt contain certain clauses and
provisions that may require repayment should a change in control occur. As at December 31,
2014, the balances have been classified between current and non-current liabilities on the carve-
out balance sheets based on the existing contractual repayment terms of the external long-term
debt agreements.

8. RELATED-PARTY TRANSACTIONS

Fortis Properties is a wholly owned subsidiary of Fortis Inc. [TSX: FTS]. Transactions with
related parties, including Fortis Inc. and affiliates, are summarized as follows:

2014 2013
$ $

[unaudited]

Revenue
Fortis Inc. 374 285

Operating expenses
Fortis Inc. 523 535
Subsidiary of Fortis Inc. 3,068 2,762

3,591 3,297

Financing costs
Fortis Inc. 5,699 3,565

The following related-party balances included in trade accounts payable are payable on demand,
unsecured, and non-interest bearing:

2014 2013
$ $

[unaudited]

Fortis Inc. 463 204
Subsidiary of Fortis Inc. 237 209

700 413
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The following are the terms of the loans and advances that comprise the long-term due to related -
party balance of $90,861 [2013 – $80,820]:

[a] As at December 31, 2014, Fortis Inc. had advanced $90,861 [2013 – $40,000] to assist in
the acquisition and construction of investment properties and refinancing of maturing
external debt of the Portfolio. The loans have no set terms of repayment and are unsecured.
Interest is payable monthly and is charged at 6.0% per annum [2013 – 6.0%] and is
included in financing costs on the statements of income and comprehensive income. The
loans have been classified as non-current liabilities on the carve-out balance sheets based
on the existing contractual repayment terms between Fortis Properties and Fortis Inc.
Should a change in control occur, the loans may be required to be repaid prior to
December 31, 2015.

[b] As at December 31, 2013, Fortis Inc. had advanced a loan in the amount of $40,820 to
support, on an interim basis, the construction of an office building. The loan had no set
terms of repayment and was unsecured. Interest was payable monthly at 3.85% per annum.
During the fourth quarter of 2014, the balance of the interim loan, including additional
borrowings during 2014, were converted to a fixed-rate loan bearing interest at 6.0%, which
is described above.

9. INCOME TAXES

For purposes of these carve-out financial statements, the Portfolio’s income taxes were computed
and reported as if the Portfolio were a separate legal entity required to file its own Canadian
income tax return.

Deferred income taxes

Deferred income taxes are provided for temporary differences. The significant components of
deferred income tax assets and liabilities consist of the following:

2014 2013
$ $

[unaudited]

Deferred income taxes
Investment properties 16,513 16,702
Tenant receivables 603 582

17,116 17,284
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The components of the provision for income taxes are as follows:

2014 2013
$ $

[unaudited]

Current income tax expense 5,209 4,118
Deferred income tax (recovery) expense relating to
origination and reversal of temporary timing differences (168) 1,031

5,041 5,149

Income taxes differ from the amount that would be expected to be generated by applying the
enacted combined Canadian federal and provincial statutory income tax rate to income before
taxes. The following is a reconciliation of statutory income taxes to effective income taxes:

2014 2013
$ $

[unaudited]
Combined Canadian federal and provincial statutory income
tax rate 29% 29%

Statutory income tax rate applied to income before taxes 5,183 5,295
Difference in Canadian provincial statutory income tax rates
applicable to subsidiaries in different Canadian jurisdictions (142) (146)

Provision for income taxes 5,041 5,149
Effective income tax rate 28.2% 28.2%

10. FAIR VALUE MEASUREMENTS AND FINANCIAL INSTRUMENTS

Fair value is the price at which a market participant could sell an asset or transfer a liability to an
unrelated party. A fair value measurement is required to reflect the assumptions that market
participants would use in pricing an asset or liability based on the best available information.
These assumptions include the risks inherent in a particular valuation technique, such as a pricing
model, and the risks inherent in the inputs to the model. A fair value hierarchy exists that
prioritizes the inputs used to measure fair value.

The three levels of the fair value hierarchy are defined as follows:

Level 1: Fair value determined using unadjusted quoted prices in active markets;
Level 2: Fair value determined using pricing inputs that are observable; and
Level 3: Fair value determined using unobservable inputs only when relevant observable inputs

are not available.
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Financial instruments not carried at fair value

The following table discloses the fair value measurements of the Portfolio’s financial instruments
not carried at fair value. The fair values are measured using level 2 pricing inputs. The carrying
values of the Portfolio’s financial instruments approximate their fair values, reflecting the short-
term maturity, normal trade credit terms and /or nature of these instruments, except as follows:

December 31, 2014
December 31, 2013

[unaudited]
Carrying

value
Estimated
fair value

Carrying
value

Estimated
fair value

$ $ $ $

Long-term debt, including current
portion 33,971 36,954 37,830 40,848

The fair value of long-term debt is determined by discounting the future cash flows of the specific
debt instruments at an estimated yield to maturity equivalent to benchmark government bonds or
treasury bills with similar terms to maturity, plus a credit risk premium equal to that of issuers of
similar credit quality. Since, as at the balance sheet date, the Portfolio does not intend to settle the
long-term debt prior to maturity, the excess of the estimated fair value above the carry value does
not represent an actual liability.

The fair values of the Portfolio’s financial instruments reflect point-in-time estimates based on
current and relevant market information about the instruments as at the balance sheet dates. The
estimates cannot be determined with precision as they involve uncertainties and matters of
judgment and, therefore, may not be relevant in predicting the Portfolio’s future income or cash
flows.

11. FINANCIAL RISK MANAGEMENT

The Portfolio is primarily exposed to credit risk, liquidity risk and market risk as a result of
holding financial instruments in the normal course of business.

Credit risk is the risk that a counter party to a financial instrument might fail to meet its
obligations under the terms of the financial instrument.

Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet
commitments associated with financial instruments.

Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate due to changes in market prices. The Portfolio is exposed to interest rate risk.
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Credit risk

For cash, accounts receivable and other receivables due from tenants and hotel guests, the credit
risk is limited to the carrying value on the balance sheets. Various policies exist to minimize credit
risk such as performing credit checks for certain tenants and hotel guests. Generally, accounts
receivable do not represent a significant credit risk because the amounts are owed by a large
number of tenants and hotel guests at normal credit terms.

Liquidity risk

The Portfolio’s financial position could be adversely affected if it failed to arrange sufficient and
cost-effective financing to fund, among other things, capital expenditures and the repayment of
maturing debt. The ability to arrange sufficient and cost-effective financing is subject to numerous
factors, including the results of operations and financial position of the Portfolio, conditions in
capital and bank credit markets and general economic conditions.

To mitigate liquidity risk, the Portfolio has borrowing arrangements with Fortis Inc., which in turn
has a multi-year committed credit facility to support short-term financing of capital expenditures,
interim financing of acquisitions and general corporate purposes. In addition to borrowings from
Fortis Inc., the Portfolio has long-term financings held with various external lenders. Average
annual long-term debt maturities and repayments over the next five years are expected to amount
to approximately $6,837.

Interest rate risk

The Portfolio is exposed to interest rate risk associated with short-term borrowing and floating-
rate debt. A 100 basis point increase in interest rates associated with variable rate debt, with all
other variables remaining constant, would have decreased the Portfolio’s net income by $215 for
the year ended December 31, 2014 [2013 – $199].

12. COMMITMENTS

As at December 31, 2014, the Portfolio’s commitments in each of the next five years and for
periods thereafter, excluding repayments of external long-term debt and related-party debt as
disclosed in notes 7 and 8, respectively, are as follows:

Due
within 1

year
Due in
year 2

Due in
year 3

Due in
year 4

Due in
year 5

Due
there-

after Total
$ $ $ $ $ $ $

Interest obligations
on long-term debt 2,440 2,121 1,779 76 — — 6,416
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13. EMPLOYEE FUTURE BENEFITS

Defined contribution pension plans for the benefit of certain employees are maintained. Under the
terms of these plans, a percentage of funding based on employee contributions is provided. The
amount of pension expense for the year related to defined contribution pension plans is $110
[2013 – $108] representing the amount of cash contributions made during the year.

14. SUPPLEMENTAL CASH FLOW INFORMATION

2014 2013
$ $

[unaudited]

Interest paid 6,792 6,629

15. LEASES

The Portfolio enters into long-term lease contracts with tenants for space in the properties. Leases
generally provide for the tenant to pay base rent, with provisions for contractual increases in base
rent over the term of the lease, plus operating costs, realty tax recoveries and recovery of certain
capital costs, where applicable. Certain leases have limitations or escalation restrictions on the
amount of recoveries or cost reimbursements which tenants are obligated to pay regardless of the
actual costs incurred by the Portfolio to operate and maintain the properties.

The future minimum lease payments for the Portfolio’s operating leases as a lessor are as follows:

2014 2013
$ $

[unaudited]

Not later than one year 37,964 37,026
Later than one year but not later than five years 115,027 130,833
Later than five years 42,640 60,069

195,631 227,928
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16. SUBSEQUENT EVENT

On May 20, 2015, redemption notices were executed on the Portfolio’s external long-term debt in
anticipation of the transaction referenced in note 1, which would result in the change in control of
the specific investment properties collateralizing the debt. Effective June 1, 2015, the Portfolio
will redeem all of its issued and outstanding senior secured notes, bearing fixed interest of 7.32%
and due in 2019 for approximately $7,600. Effective June 19, 2015, the Portfolio will redeem all
of its issued and outstanding first mortgage bonds bearing fixed interest of 7.50%, due in 2017 for
approximately $29,000.
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As at
[unaudited]

March 31, December 31,
2015 2014

$ $

ASSETS
Current
Cash 47 43
Accounts receivable, net of allowance for doubtful

accounts of $212 (2014 – $121) [note 10] 3,158 3,452
Other current assets [note 4] 452 969
Total current assets 3,657 4,464

Investment properties [notes 3 and 6] 282,976 283,796
Tenant receivables 2,183 2,155
Total assets 288,816 290,415

LIABILITIES AND OWNER’S EQUITY
Current
Accounts payable and other liabilities [notes 5, 7 and 9] 11,693 11,640
Current portion of long-term debt [notes 6, 9 and 10] 4,239 4,208
Total current liabilites 15,932 15,848

Long-term debt [notes 6, 9 and 10] 29,334 29,763
Due to related parties [notes 7, 9 and 10] 90,861 90,861
Deferred income taxes [note 8] 17,342 17,116
Total liabilities 153,469 153,588

Owner’s equity 135,347 136,827
Total Owner’s equity 135,347 136,827
Total liabilities and Owner’s equity 288,816 290,415

Commitments [note 11]

See accompanying Notes to the Carve-Out Financial Statements

CARVE-OUT BALANCE SHEETS
[in thousands of Canadian dollars]
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2015 2014
$ $

Revenue [note 7]
Real estate 17,688 17,270
Hospitality 1,461 1,755

19,149 19,025
Operating expenses [note 7] 12,005 11,381
Depreciation 2,393 2,199

4,751 5,445
Other expenses
Financing costs [note 7 and 10] 2,265 1,562
Income before income taxes 2,486 3,883
Provision for income taxes [note 8] 701 1,095
Net income and comprehensive income for the period 1,785 2,788

See accompanying Notes to the Carve-Out Financial Statements

CARVE-OUT STATEMENTS OF INCOME
AND COMPREHENSIVE INCOME

[in thousands of Canadian dollars]
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2015 2014
$ $

Owner’s equity, beginning of period 136,827 126,177
Net income and comprehensive income 1,785 2,788
Net transfers to Owner (3,265) (4,773)
Owner’s equity, end of period 135,347 124,192

See accompanying Notes to the Carve-Out Financial Statements

[in thousands of Canadian dollars]

CARVE-OUT STATEMENTS OF
CHANGES IN OWNER’S EQUITY
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2015 2014
$ $

OPERATING ACTIVITIES
Net income and comprehensive income for the period 1,785 2,788
Adjustments for:

Depreciation 2,393 2,199
Deferred income tax expense [note 8] 226 180

4,404 5,167
Net change in non-cash working capital balances

related to operations 836 1,744
Cash provided by operating activities 5,240 6,911

INVESTING ACTIVITIES
Additions to investment properties (1,573) (5,038)
Cash used in investing activities (1,573) (5,038)

FINANCING ACTIVITIES
Payments from related parties — 3,270
Net transfers to Owner (3,265) (4,773)
Repayment of long-term debt (398) (370)
Cash used in financing activities (3,663) (1,873)

Net change in cash during the period 4 —
Cash, beginning of period 43 47
Cash, end of period 47 47

Supplemental cash flow information [note 13]

See accompanying Notes to the Carve-Out Financial Statements

CARVE-OUT STATEMENTS OF

[in thousands of Canadian dollars]
 CASH FLOWS
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1. DESCRIPTION OF BUSINESS
The Fortis Properties Corporation [“Fortis Properties”] Commercial Real Estate Portfolio [the
“Portfolio”] consists of 14 properties representing 2.8 million square feet of leasable office and
retail real estate in Atlantic Canada.  The Portfolio is comprised of 19 separate buildings including
9 buildings in various downtown locations offering a mix of Class A and Class B office space and
a mixed-use commercial real estate and hotel complex. The hotel component of the complex is
operated under a franchise agreement and consists of 254 rooms.

The Portfolio presented in these carve-out financial statements is not a legal entity. The
accompanying carve-out financial statements of the Portfolio have been prepared from the
historical accounting records of Fortis Properties in anticipation of a potential transaction. As the
Portfolio was historically operated and financed as part of a larger group, its accounts have been
adjusted to reflect charges for business functions provided by Fortis Properties and its affiliates.

The registered office of Fortis Properties is 139 Water Street, Suite 1201, St. John’s, NL,
A1B 3T2.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
[a] Basis of presentation
These carve-out financial statements have been prepared in accordance with accounting principles
generally accepted in the United States for interim financial statements. As a result, these carve-
out financial statements do not include all of the information and disclosures required in the
annual carve-out financial statements and should be read in conjunction with the Portfolio’s 2014
annual audited carve-out financial statements. The carve-out financial statements are presented in
Canadian dollars, which is the Portfolio’s functional currency.

[b] Carve-out of financial information
These carve-out financial statements reflect the carve-out financial position and the related results
of operations, cash flows and changes in Owner’s equity in a manner consistent with Fortis
Properties’ operation and ownership of the Portfolio and as though the Portfolio had been a stand-
alone business for all periods presented. Assets and liabilities specifically identified to the
Portfolio have been presented in the carve-out balance sheets. All material revenues and expenses
specifically identified to the Portfolio and allocations of corporate overhead expenses have been
presented in the carve-out statements of income and comprehensive income.

Allocations of certain corporate overhead expenses, assets and liabilities were required to facilitate
presentation of the Portfolio in these carve-out financial statements. These have been allocated
based on the proportionate share of the Portfolio’s revenue to Fortis Properties’ total operating
revenue, a basis management believes is appropriate for the fair presentation of the carve-out
financial statements. The allocations have been applied on a consistent basis for all periods
presented.
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Allocated corporate overhead costs include those related to, but not limited to, Fortis Properties’
corporate human resources, corporate accounting and information technology functions. These
costs are included in operating expenses in the statements of income and comprehensive income
and totalled $845 and $849 for the three-month periods ended March 31, 2015 and 2014,
respectively.

The Portfolio Owner’s equity presented in the carve-out balance sheets represents Fortis
Properties’ net investment in the Portfolio. Changes in Owner’s equity include net cash transferred
and other contributions between Fortis Properties and the Portfolio.

The carve-out financial statements may not necessarily reflect the financial position, results of
operations or cash flows that the Portfolio might have achieved in the past, or might achieve in the
future, if it had existed as a separate, stand-alone business and legal entity during the periods
presented.

The preparation of these carve-out financial statements required management to make estimates
and assumptions that affect the reported amounts and disclosures of assets and liabilities as at the
date of the carve-out financial statements and revenue and expenses during the reporting periods.
These estimates are subject to measurement uncertainty and the effect on the carve-out financial
statements of changes in such estimates in future periods could be material. Interim financial
statements may also employ a greater use of estimates than full year financial statements. There
was no material change in the nature of the Portfolio’s critical accounting estimates during the
three-month period ended March 31, 2015.

[c] Basis of measurement and presentation
The application of the going concern basis of presentation assumes that the Portfolio will continue
to operate for the foreseeable future and be able to realize its assets and discharge its liabilities and
commitments in the normal course of business. Accordingly, these carve-out financial statements
have been prepared on a going concern basis.

An evaluation of subsequent events through to May 21, 2015, the date these carve-out financial
statements  were  approved  by  Fortis  Properties,  was  completed  to  determine  whether
circumstances warranted recognition and/or disclosure of events or transactions in the carve-out
financial statements as at March 31, 2015. Refer to note 15 for a description of a subsequent event
which warranted disclosure.
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3. INVESTMENT PROPERTIES
March 31, 2015

Accumulated Net book
Cost depreciation value

$ $ $

Buildings 271,893 56,352 215,541
Land 28,602 — 28,602
Tenant inducements 37,292 27,285 10,007
Equipment 37,081 17,637 19,444
Construction in progress 9,382 — 9,382

384,250 101,274 282,976

December 31, 2014
Accumulated Net book

Cost depreciation value
$ $ $

Buildings 271,063 55,095 215,968
Land 28,602 — 28,602
Tenant inducements 34,448 26,768 7,680
Equipment 36,493 17,006 19,487
Construction in progress 12,059 — 12,059

382,665 98,869 283,796

4. OTHER CURRENT ASSETS
March 31, December 31,

2015 2014
$ $

Inventory 77 80
Prepaid expenses 375 889

452 969

The cost of inventories recognized in operating expenses for the three-month period ended March
31, 2015 is $128 [three-month period ended March 31, 2014 – $114].
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5. ACCOUNTS PAYABLE AND OTHER LIABILITIES
March 31, December 31,

2015 2014
$ $

Trade accounts payable 9,618 9,774
Employee compensation and benefits payable 644 918
Interest payable 1,362 867
Accrued taxes other than income taxes 23 20
Other 46 61

11,693 11,640

6. LONG-TERM DEBT
March 31, December 31,

2015 2014
$ $

First mortgage bonds, bearing fixed interest of 7.50%, due in
2017, collateralized by a fixed and floating charge on
specific investment properties 26,455 26,455

Senior secured notes, bearing fixed interest of 7.32%, due in
2019, collateralized by a fixed and specific mortgage and a
charge on a specific investment property 7,318 7,729

Deferred financing costs (200) (213)
33,573 33,971

Less: current portion 4,239 4,208
29,334 29,763

The following is a schedule of principal repayments and debt maturities of external long-term
debt, excluding deferred financing costs of $200, over the next five years:

$

2015 3,797
2016 4,527
2017 23,173
2018 2,095
2019 181

33,773

The net book value of assets pledged as security against external long-term debt as at March 31,
2015 is $71,987 [as at December 31, 2014 – $72,591].
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The underlying agreements associated with the external long-term debt contain certain clauses and
provisions that may require repayment should a change in control occur. As at March 31, 2015,
the balances have been classified between current and non-current liabilities on the carve-out
balance sheets based on the existing contractual repayment terms of the external long-term debt
agreements.

7. RELATED-PARTY TRANSACTIONS
Fortis Properties is a wholly owned subsidiary of Fortis Inc. [TSX: FTS]. Transactions with
related parties, including Fortis Inc. and affiliates, for the three-month periods ended March 31 are
summarized as follows:

2015 2014
$ $

Revenue
Fortis Inc. 150 66

Operating expenses
Fortis Inc. 130 130
Subsidiary of Fortis Inc. 1,024 977

1,154 1,107
Financing costs
Fortis Inc. 1,617 1,246

The following related-party balances included in trade accounts payable are payable on demand,
unsecured, and non-interest bearing:

March 31, December 31,
2015 2014

$ $

Fortis Inc. 463 463
Subsidiary of Fortis Inc. 254 237

717 700

As at March 31, 2015, Fortis Inc. has advanced $90,861 [as at December 31, 2014 – $90,861] to
assist in the acquisition and construction of investment properties and refinancing of maturing
external debt of the Portfolio. The loans have no set terms of repayment and are unsecured.
Interest is payable monthly and is charged at 6.0% per annum [three-month period ended March
31, 2014 – 6.0%] and is included in financing costs on the statements of income and
comprehensive income. The loans have been classified as non-current liabilities on the carve-out
balance sheets based on the existing contractual repayment terms between Fortis Properties and
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Fortis Inc. Should a change in control occur, the loans may be required to be repaid prior to
December 31, 2015.

8. INCOME TAXES
For purposes of these carve-out financial statements, the Portfolio’s income taxes were computed
and reported as if the Portfolio were a separate legal entity required to file its own Canadian
income tax return.

Deferred income taxes
Deferred income taxes are provided for temporary differences. The significant components of
deferred income tax liabilities consist of the following:

March 31, December 31,
2015 2014

$ $

Deferred income tax
Investment properties 16,739 16,513
Tenant receivables 603 603

17,342 17,116

The components of the provision for income taxes for the three-month periods ended March 31 are
as follows:

2015 2014
$ $

Current income tax expense 475 915
Deferred income tax expense relating to origination and
reversal of temporary timing differences 226 180

701 1,095
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Income taxes differ from the amount that would be expected to be generated by applying the
enacted combined Canadian federal and provincial statutory income tax rate to income before
taxes. The following is a reconciliation of statutory taxes to effective taxes for the three-month
periods ended March 31:

2015 2014
$ $

Combined Canadian federal and provincial statutory income
tax rate 29% 29%

Statutory income tax rate applied to income before taxes 721 1,126
Difference in Canadian provincial statutory income tax rates
applicable to subsidiaries in different Canadian jurisdictions (20) (31)

Provision for income taxes 701 1,095
Effective income tax rate 28.2% 28.2%

9. FAIR VALUE MEASUREMENTS AND FINANCIAL INSTRUMENTS
Fair value is the price at which a market participant could sell an asset or transfer a liability to an
unrelated party. A fair value measurement is required to reflect the assumptions that market
participants would use in pricing an asset or liability based on the best available information.
These assumptions include the risks inherent in a particular valuation technique, such as a pricing
model, and the risks inherent in the inputs to the model. A fair value hierarchy exists that
prioritizes the inputs used to measure fair value.

The three levels of the fair value hierarchy are defined as follows:

Level 1: Fair value determined using unadjusted quoted prices in active markets;
Level 2: Fair value determined using pricing inputs that are observable; and
Level 3: Fair value determined using unobservable inputs only when relevant observable inputs

are not available.
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Financial instruments not carried at fair value
The following table discloses the fair value measurements of the Portfolio’s financial instruments
not carried at fair value. The fair values are measured using level 2 pricing inputs. The carrying
values of the Portfolio’s financial instruments approximate their fair values, reflecting the short-
term maturity, normal trade credit terms and /or nature of these instruments, except as follows:

March 31, 2015 December 31, 2014
Carrying

value
Estimated
fair value

Carrying
value

Estimated
fair value

$ $ $ $
Long-term debt, including current

portion 33,573 36,457 33,971 36,954

The fair value of long-term debt is determined by discounting the future cash flows of the specific
debt instruments at an estimated yield to maturity equivalent to benchmark government bonds or
treasury bills with similar terms to maturity, plus a credit risk premium equal to that of issuers of
similar credit quality. Since, as at the balance sheet date, the Portfolio does not intend to settle the
long-term debt prior to maturity, the excess of the estimated fair value above the carry value does
not represent an actual liability.

The fair values of the Portfolio’s financial instruments reflect point-in-time estimates based on
current and relevant market information about the instruments as at the balance sheet dates. The
estimates cannot be determined with precision as they involve uncertainties and matters of
judgment and, therefore, may not be relevant in predicting the Portfolio’s future income or cash
flows.

10. FINANCIAL RISK MANAGEMENT
The Portfolio is primarily exposed to credit risk, liquidity risk and market risk as a result of
holding financial instruments in the normal course of business.

Credit risk is the risk that a counter party to a financial instrument might fail to meet its
obligations under the terms of the financial instrument.

Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet
commitments associated with financial instruments.

Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate due to changes in market prices. The Portfolio is exposed to interest rate risk.
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Credit risk
For cash, accounts receivable and other receivables due from tenants and hotel guests, the credit
risk is limited to the carrying value on the balance sheets. Various policies exist to minimize credit
risk such as performing credit checks for certain tenants and hotel guests. Generally, accounts
receivable do not represent a significant credit risk because the amounts are owed by a large
number of tenants and hotel guests at normal credit terms.

Liquidity risk
The Portfolio’s financial position could be adversely affected if it failed to arrange sufficient and
cost-effective financing to fund, among other things, capital expenditures and the repayment of
maturing debt. The ability to arrange sufficient and cost-effective financing is subject to numerous
factors, including the results of operations and financial position of the Portfolio, conditions in
capital and bank credit markets and general economic conditions.

To mitigate liquidity risk, the Portfolio has borrowing arrangements with Fortis Inc., which in turn
has a multi-year committed credit facility to support short-term financing of capital expenditures,
interim financing of acquisitions and general corporate purposes. In addition to borrowings from
Fortis Inc., the Portfolio has long-term financings held with various external lenders. Average
annual long-term debt maturities and repayments over the next five years are expected to amount
to approximately $6,754.

Interest rate risk
The Portfolio is exposed to interest rate risk associated with short-term borrowing and floating-
rate debt. A 100 basis point increase in interest rates associated with variable rate debt, with all
other variables remaining constant, would have decreased the Portfolio’s net income for the three-
month period ended March 31, 2015 by $54 [three-month period ended March 31, 2014 – $50].

11. COMMITMENTS
As at March 31, 2015, the Portfolio’s commitments in each of the next five years and for periods
thereafter, excluding repayments of long-term debt and related-party debt as disclosed in notes 6
and 7, respectively, are as follows:

Due
within 1

year
Due in
year 2

Due in
year 3

Due in
year 4

Due in
year 5

Due
there-
after Total

$ $ $ $ $ $ $

Interest obligations
on long-term debt 2,409 2,088 1,723 58 — — 6,278
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12. EMPLOYEE FUTURE BENEFITS
Defined contribution pension plans for the benefit of certain employees are maintained. Under the
terms of these plans, a percentage of funding based on employee contributions is provided. The
amount of pension expense related to defined contribution pension plans for the three-month
period ended March 31, 2015 is $27 [three-month period ended March 31, 2014 – $27]
representing the amount of cash contributions made during the period.

13. SUPPLEMENTAL CASH FLOW INFORMATION
March 31,

2015
March 31,

2014
$ $

Interest paid during the three-month period 1,754 1,003

14. LEASES
The Portfolio enters into long-term lease contracts with tenants for space in the properties. Leases
generally provide for the tenant to pay base rent, with provisions for contractual increases in base
rent over the term of the lease, plus operating costs, realty tax recoveries and recovery of certain
capital costs, where applicable. Certain leases have limitations or escalation restrictions on the
amount of recoveries or cost reimbursements which tenants are obligated to pay regardless of the
actual costs incurred by the Portfolio to operate and maintain the properties.

The future minimum lease payments for the Portfolio’s operating leases as a lessor are as follows:

March 31,
2015

March 31,
2014

$ $

Not later than one year 37,771 37,323
Later than one year but not later than five years 111,880 127,580
Later than five years 38,399 55,761

188,050 220,664

15. SUBSEQUENT EVENT
On May 20, 2015, redemption notices were executed on the Portfolio’s external long-term debt in
anticipation of the transaction referenced in note 1, which would result in the change in control of
the specific investment properties collateralizing the debt. Effective June 1, 2015, the Portfolio
will redeem all of its issued and outstanding senior secured notes, bearing fixed interest of 7.32%
and due in 2019 for approximately $7,600.  Effective June 19, 2015, the Portfolio will redeem all
of its issued and outstanding first mortgage bonds bearing fixed interest of 7.50%, due in 2017 for
approximately $29,000.
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