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Consolidated Balance Sheets

(Unaudited)

(Thousands of dollars)

March 31, 2010

December 31, 2009

ASSETS
Real estate assets

Income properties (Note 4) $ 1,811,663 $ 1,823,923
Properties under development (Note 6) 20,827 20,740
Equity investment in real estate (Note 7) 41,185 41,561
Leasing commissions (Note 8) 7,966 8,313
Intangible assets (Note 9) 34,403 35,590
Mortgages receivable (Note 10) 166,280 165,376
2,082,324 2,095,503
Cash and cash equivalents (Note 11) 8,369 5,192
Accounts receivable (Note 12) 15,334 12,878
Accrued straight-line rent receivable 21,601 21,058
Other assets (Note 13) 24,386 24,304
$ 2,152,014 $ 2,158,935
LIABILITIES

Mortgages payable (Note 15) $ 1,129,477 $ 1,136,752
Debentures payable (Note 16) 24,876 24,866
Bank loan (Note 17) 69,987 69,960
Bank credit facility (Note 18) 9,414 11,145
Accounts payable and other liabilities (Note 19) 62,928 62,483
Intangible liabilities (Note 9) 15,932 16,378
Future income tax liability (Note 23) 71,691 71,120
1,384,305 1,392,704

UNITHOLDERS’ EQUITY
Unitholders’ equity (Note 21) 767,709 766,231
$ 2,152,014 $ 2,158,935

The accompanying notes are an integral part of these Consolidated Financial Statements.

Approved by the Trustees:

}lim N Clagis -

John H. Clappison, FCA
Trustee

4 Q&t@y(/

John A. Brough, CA

Trustee
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Consolidated Statements of Income
Three months ended March 31, 2010 and 2009 (unaudited)

(Thousands of dollars except per Unit amounts) 2010 2009
REVENUES
Property rental revenue (Note 22) $ 80,118 $ 79,509
Interest income 3,507 3,606
Fee income 752 683
Lease termination income 821 133
85,198 83,931
EXPENSES
Property operating expenses 11,239 12,574
Realty taxes 14,239 13,769
Property administrative expenses 1,973 2,415
Property management fees 158 107
Amortization of income properties (Note 5) 13,844 14,147
Amortization of leasing commissions 505 621
Amortization of intangible assets on acquisition of properties 1,080 1,142
Interest expense (Note 20) 16,502 18,233
General and administrative 713 649
60,253 63,657
Income before equity investment in real estate, foreign currency translation loss,
income tax and discontinued operations 24,945 20,274
Income (loss) from equity investment in real estate (Note 7) 54 (666)
Income before the undernoted 24,999 19,608
Foreign currency translation loss (835) (137)
Income before income tax expense 24,164 19,471
Income tax expense (Note 23)
Current 46 208
Future 804 1,670
850 1,878
Income from continuing operations 23,314 17,593
Discontinued operations
Income from discontinued operations —_ 105
Gain on disposition of property — 11,251
— 11,356
NET INCOME $ 23,314 $ 28,949
Basic and diluted income per Unit (Note 24)
Continuing operations $ 0.35 $ 0.29
Discontinued operations — 0.18
Net income $ 0.35 $ 0.47

The accompanying notes are an integral part of these Consolidated Financial Statements.
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Consolidated Statements of Unitholders’ Equity and
Comprehensive Income

Three months ended March 31, 2010 and 2009 (unaudited)

(Thousands of dollars) 2010 2009
DericIT
Balance at beginning of period ($ 111,744) ($ 140,098)
Net income 23,314 28,949
Distributions (22,893) (20,790)
Restricted Unit Plan — excess of price over book value of units repurchased (Note 21) (799) (507)
Balance at end of period (112,122) (132,446)
ACCUMULATED OTHER COMPREHENSIVE LOSS
Balance at beginning of period (3,212) (7,914)
Other comprehensive (loss) income (744) 1,373
Balance at end of period (Note 21) (3,956) (6,541)
TOTAL DEFICIT AND ACCUMULATED OTHER COMPREHENSIVE LOSS (116,078) (138,987)
TRUST UNITS
Balance at beginning of period 881,187 779,866
Subscriptions 2,637 1,954
Restricted Unit Plan — units repurchased (Note 21) (750) (850)
Restricted Unit Plan — units issued (Note 21) 713 569
Balance at end of period 883,787 781,539
UNITHOLDERS’ EQUITY AT END OF THE PERIOD $ 767,709 $ 642,552

Three months ended March 31, 2010 and 2009 (unaudited)

(Thousands of dollars) 2010 2009
COMPREHENSIVE INCOME
Net income $ 23,314 $ 28,949

(Loss) gain on cash flow hedges of interest rate risk (net of taxes of $0.2 million for the
three months ended March 31, 2010; $1.5 million for the three months ended

March 31, 2009) (537) 1,326
Reclassification of losses on cash flow hedges of interest rate risk to income 63 —
Unrealized foreign currency translation (loss) gain (316) 2
Reclassification of foreign currency translation losses to income 46 45

OTHER COMPREHENSIVE (LOSS) INCOME (744) 1,373
TOTAL COMPREHENSIVE INCOME $ 22,570 $ 30,322
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Consolidated Statements of Cash Flow
Three months ended March 31, 2010 and 2009

(Thousands of dollars) 2010 2009
NET INFLOW (OUTFLOW) OF CASH RELATED TO THE FOLLOWING ACTIVITIES:
OPERATING
Income from continuing operations $ 23,314 $ 17,593
Items not affecting cash
Amortization of income properties 13,844 14,147
Future income tax expense 804 1,670
Amortization of leasing commissions 505 621
Amortization of intangible assets on acquisition of properties 1,080 1,142
Amortization of value of above- and below-market leases (339) (360)
Changes in tenant receivables, net of allowance for doubtful accounts (2,656) (1,030)
Changes in straight-line rent receivables (544) (722)
Foreign currency translation loss 835 137
Non-cash interest expense 18 496
(Income) loss from equity investment in real estate (54) 666
Changes in other non-cash operating items 2,278 278
Additions to leasing commissions (159) (453)
Discontinued operations — 335
Total operating activities 38,926 34,520
FINANCING
Proceeds of new mortgage financing and bank loans, net of issue costs — 94,973
Mortgage principal repayments (7,660) (7,270)
Net proceeds from issue of new Units 143 147
Distributions to Unitholders, net of reinvested distributions (20,399) (18,983)
Restricted Unit Plan (1,550) (1,357)
Bank credit facility repayments (1,731) (94,592)
Discontinued operations — (101)
Total financing activities (31,197) (27,183)
INVESTING
Additions to properties under development and expansions (873) (375)
Acquisition of properties — 74
Distributions received from equity investment in real estate 430 485
Additions to major maintenance costs (1,729) (976)
Additions to tenant improvements (827) (823)
Mortgages receivable advances (1,063) (4,367)
Mortgages receivable repayments 192 833
Changes in other assets (655) (707)
Discontinued operations — 8,912
Total investing activities (4,525) 3,056
Foreign exchange (loss) gain on cash held in foreign currency (27) 22
Increase in cash and cash equivalents 3,177 10,415
Cash and cash equivalents, beginning of period 5,192 5,452
Cash and cash equivalents, end of period $ 8,369 $ 15,867
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SUPPLEMENTAL CASH FLOW DISCLOSURE

1. Cash interest paid during the three months ended March 31, 2010 was $16.2 million (three months ended
March 31, 2009 - $17.8 million).

2. Cash income tax paid during the three months ended March 31, 2010 was nil (three months ended March 31,
2009 - nil).

3. On March 25, 2009, the Trust sold 1200 Burrard Street located in Vancouver, British Columbia, for $19.2
million, with the purchaser assuming the existing mortgage in the amount of $9.6 million.
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Notes to the Consolidated Financial Statements
March 31, 2010 (unaudited)

1. ORGANIZATION OF THE TRUST
Canadian Real Estate Investment Trust (the “Trust”) is a “closed-end” real estate investment trust created
for the benefit of the Unitholders. The Trust commenced active operations on behalf of the Unitholders on
April 1, 1984, and became a real estate investment trust (“REIT”) in July 1993.

SIGNIFICANT ACCOUNTING POLICIES

The Trust's accounting policies and its standards of financial disclosure are in accordance with Canadian
Generally Accepted Accounting Principles (“GAAP”). The significant accounting policies are described
below:

(a)

(b)

Principles of Consolidation

The unaudited consolidated financial statements include the accounts of the Trust and its wholly owned
subsidiaries. The Trust’s investment in co-ownerships and other joint ventures is accounted for using
the proportionate consolidation method. The Trust accounts for investments over which it exercises
significant influence using the equity basis.

Canadian Institute of Chartered Accountants (“CICA”) Accounting Guideline 15 - Consolidation of
Variable Interest Entities (“VIE”) - considers a VIE to be an entity which does not have sufficient equity at
risk to finance its activities without additional subordinated financial support, or where the holders of the
equity at risk lack the characteristics of a controlling financial interest. Once a VIE has been identified,
the standard requires the primary beneficiary of the VIE to consolidate the entity in its financial
statements. The primary beneficiary of a VIE, as defined by the standard, is generally the party that is
exposed to a majority of the VIE’s expected losses or entitled to a majority of the VIE’s residual returns,
or both.

The Trust has reviewed its current and its anticipated future interests, particularly its mortgages and
notes receivable financing arrangements, option arrangements and joint venture interests, and has
determined that there are no variable interests required to be consolidated or deconsolidated and, as
such, there is no impact on the Consolidated Financial Statements.

Real Estate Assets
Allocation of Costs on Acquisition

Upon acquisition of income properties, the Trust assesses the fair value of acquired tangible and
intangible assets (including land, buildings, “above-” and “below-market” leases, prepaid origination
costs, in-place leases, other identified intangible assets and assumed liabilities) in accordance with CICA
Handbook Sections 1581 — Business Combinations, and 3064 — Goodwill and Intangible Assets, and
allocates the purchase price to the acquired assets and assumed liabilities. The Trust assesses and
considers fair value based on estimated cash flow projections that utilize appropriate discount and/or
capitalization rates, as well as available market information. Estimates of future cash flows are based on
a number of factors including the historical operating results and anticipated trends, local markets and
economic conditions.

The Trust values land based upon third party appraised value.
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The Trust values buildings based upon a depreciated replacement cost basis, with replacement cost
being estimated by a third party appraiser.

The Trust estimates acquired “above-” and/or “below-market” leases at their fair value (using a discount
rate which reflects the risks associated with the leases acquired) at an amount equal to the difference
between (1) the contractual amounts to be paid pursuant to each in-place lease and (2) Management’s
estimate of fair market lease rates for each corresponding in-place lease, measured over a period equal
to the remaining term of the lease for “above-market” leases and the initial term plus the term of any
below-market fixed rate renewal options for “below-market” leases.

The values of prepaid lease origination costs, included as a component of income properties as “leasing
costs on acquisition of properties”, are calculated based on the existing tenant leases. Factors
considered in determining values include current market leasing costs, rentable area and terms for each
lease and costs to execute a similar lease.

Values of in-place leases, equal to the present value of the net operating income lost during a
hypothetical expected lease-up period required to replace the existing leases at the date of purchase,
are recorded in intangible assets. Values of in-place leases are calculated based on the Trust’'s
evaluation of the specific characteristics of each tenant’s lease. Factors considered in determining
values include estimates of the hypothetical expected lease-up period, current market rents and carrying
costs, which include real estate taxes, insurance and other operating expenses, depending on local
market conditions.

The Trust also considers an allocation of purchase price to values of tenant relationships associated with
the existing leases. These values reflect the present value of future benefits associated with expected
lease renewals based on the nature and the extent of the existing relationship with the tenants and on
their credit quality.

Major Maintenance Costs

Maintenance and repair costs are expensed against operations, while major maintenance costs, which
are major items of repair or replacement incurred pursuant to a capital plan, are included as a
component of income properties.

Tenant Improvements

Amounts expended to meet the Trust’'s lease obligations are characterized as either tenant
improvements owned by the landlord or tenant inducements. When the obligation is determined to be a
tenant improvement owned by the Trust, then the Trust is considered to have acquired an asset.
Accordingly, the tenant improvements are accounted for as a component of income properties. If the
Trust determines that for accounting purposes it is not the owner of the tenant improvements, then the
leased asset is the unimproved space and any obligations funded under the lease are treated as tenant
inducements, which reduce revenue, recognized over the term of the lease.

Properties Held for Sale and Discontinued Operations

Qualifying assets and liabilities that have been sold, or otherwise qualify as “held for sale,” and their
results of operations are presented as discontinued operations in all periods presented if the property
operations are expected to be eliminated and the Trust will not have significant continuing involvement
following the disposition. The components of the property’s net income that are reflected as
discontinued operations include the net gain (or loss) on the disposition of the property held for sale,
revenues and expenses, amortization and interest expense (if the property is subject to a secured
mortgage). Following the classification of a property as a discontinued operation, no further amortization
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(c)

is recorded on the assets and the property is carried at the lower of carrying amount or fair value less
estimated costs to sell.

Property Under Development

The costs of land and buildings under development (consisting of commercial development sites, density
or intensification rights and related infrastructure) are specifically identifiable costs incurred in the period
before the project is substantially completed. The capitalized costs include pre-construction costs
essential to the development of the property, development costs, construction costs, interest costs, real
estate taxes and other costs incurred during the period of development. Net operating income or losses
of a development project are capitalized to the property until it is substantially completed. The Trust
considers a development project as substantially completed on the earliest of:

i) the date on which the project achieved a break-even cash flow;

i) the date on which a satisfactory occupancy level was attained which was specified at the time the
project is approved; or

i) two years once the project is available for initial occupancy.

Amortization

The Trust computes amortization on assets using the straight-line method based on estimated useful
asset lives as follows:

Asset Class Useful Life

Income properties:
Retail buildings 35-55 years
Industrial buildings 35-55 years
Office buildings 50-60 years
Leasehold properties The term of the respective leases
Major maintenance costs 5-15 years
Tenant improvements The term of the asset’s useful life
Leasing costs on acquisition of properties The term of the asset’s useful life

Furniture, fixtures and equipment (other assets) 1-5 years

Financial instruments and hedging relationships

Financial assets and financial liabilities, including derivatives, are initially recognized at fair value and
their subsequent measurement is dependent on their classification as described below. The
classification depends on the purpose for which the financial instruments were acquired or issued, their
characteristics and the Trust’s designation of such instruments. Financial instruments are classified as
held for trading (“HFT”), available for sale (“AFS”), held to maturity (“HTM”), loans and receivables or
other financial liabilities. Derivatives are classified as HFT unless they are designated within an effective
hedging relationship. All financial assets and liabilities, including all derivatives, are measured at fair
value on initial recognition, with the exception of certain related party transactions, and subsequently
accounted for based on their classification. Settlement date accounting is used by the Trust for all
financial assets.

Classification of financial instruments

The following is a summary of the accounting model the Trust elected to apply to each of its significant
categories of financial instruments:
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Cash and cash equivalents Held for trading

Accounts receivable Loans and receivables
Mortgages receivable Loans and receivables
Notes receivable Loans and receivables
Mortgages payable Other Financial Liabilities
Debentures payable Other Financial Liabilities
Bank loans Other Financial Liabilities
Bank credit facility Other Financial Liabilities
Notes payable Other Financial Liabilities
Accounts payable and other liabilities Other Financial Liabilities
Designated and effective hedging derivative instruments Hedges
Held for trading

HFT financial instruments are financial assets typically acquired with an objective to generate revenues
from short-term fluctuations in price. They are measured at fair value at the balance sheet date. Interest
earned, gains and losses realized on disposal and unrealized gains and losses from the change in fair
value are recorded in the consolidated statements of income.

Held to maturity

HTM financial assets are non-derivative financial assets with fixed or determinable payments and a fixed
maturity, other than loans and receivables, that an entity has the positive intention and ability to hold to
maturity. These financial assets are measured at amortized costs using the effective interest method.
The Trust did not hold any HTM assets at March 31, 2010 and December 31, 2009.

Available for sale

AFS financial assets are those non-derivative financial assets that are designated as AFS or that are not
classified as loans and receivables, HTM or HFT. AFS financial assets are carried at fair value with
unrealized gains and losses included in other comprehensive income until realized, when the cumulative
gain or loss is transferred to the consolidated statements of income and presented within the gain or loss
on financial instruments. The Trust did not hold any AFS assets at March 31, 2010 and December 31,
2009.

Loans and receivables

Loans and receivables are financial assets accounted for at amortized cost, using the effective interest
method.

Other financial liabilities

Other financial liabilities are recorded at amortized cost, using the effective interest method.

Derivatives

The Trust utilizes derivative financial instruments to manage financial risks, including interest rate and
foreign exchange risks. The Trust’s policy is to not use derivative financial instruments for trading or
speculative purposes. Derivatives are carried at fair value and are reported as assets when they have a
positive fair value and as liabilities when they have a negative fair value. The change in fair value during
the year is recorded in Net Income with the exception of derivatives designated in effective cash flow
hedges or hedges of a foreign currency exposure of a net investment in a self-sustaining foreign
operation.
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Embedded Derivatives

Derivatives embedded in other financial instruments or contracts are separated from their host contracts
and accounted for as derivatives when their economic characteristics and risks are not closely related to
those of the host contracts. Embedded derivatives are measured at fair value with changes in fair value
recognized in Net Income. The Trust did not hold any embedded derivatives at March 31, 2010 and
December 31, 2009.

Transaction Costs

Transaction costs for mortgage financing include external fees relating to legal, appraisal, insurance and
environmental risk management and external administrative costs. Transaction costs relating to
debentures include legal fees, financing fees and commissions and external administrative costs.
Transaction costs are capitalized to the carrying value of the asset or liability and amortized over the
expected life of the instrument using the effective interest rate method.

Fair Value

The fair value of a financial instrument is the amount of consideration that could be agreed upon in an
arm’s-length transaction between knowledgeable, willing parties who are under no compulsion to act. In
certain circumstances, however, the initial fair value may be based on other observable current market
transactions in the same instrument, without modification or on a valuation technique using market-
based inputs. The Trust’s financial assets include cash and cash equivalents, accounts receivable,
notes receivable and mortgages receivable. The Trust’s financial liabilities include accounts payable
and other liabilities, notes payable, the bank credit facility, bank loans, mortgages payable and
debentures payable. Except as noted below, the carrying value of the Trust’s financial assets and
financial liabilities approximate their fair values because of the short period until receipt or payment of
cash. The fair values of mortgages receivable are based on the current market conditions for mortgage
financing loans with similar terms and risks. The fair values of term mortgages, unsecured debentures,
deposits on land and designated hedging derivative instruments included in other liabilities are estimated
based on discounted future cash flows using discount rates that reflect current market conditions for
instruments with similar terms and risks.

Fair value measurements recognized in the balance sheet are categorized using a fair value hierarchy
that reflects the significance of inputs used in determining the fair values:

- Level 1: Quoted prices in active markets for identical assets or liabilities.

- Level 2: Quoted prices in active markets for similar assets or liabilities or valuation techniques
where significant inputs are based on observable market data.

- Level 3: Valuation techniques for which any significant input is not based on observable market
data.

Each type of fair value is categorized based on the lowest level input that is significant to the fair value
measurement in its entirety.

Hedges

The Trust has entered into certain derivatives that have been designated as hedges in accordance with
the criteria specified under CICA Handbook Section 3865 — Hedges for applying and accounting for
permitted hedging strategies. The hedging strategies applied by the Trust include cash flow hedges.
Hedge accounting is discontinued prospectively when the derivative no longer qualifies as an effective
hedge, or the derivative is terminated or sold, or upon the sale or early termination of the hedged item.
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(d)

(e)

(f)

In a cash flow hedging relationship, the effective portion of the change in the fair value of the hedging
derivative is recognized in Other Comprehensive Income (“OCI”) while the ineffective portion is
recognized in Net Income. When hedge accounting is discontinued, the amounts previously recognized
in Accumulated Other Comprehensive Income (“AOCI”) are reclassified to Net Income during the
periods when the variability in the cash flows of the hedged item affects Net Income. Gains and losses
on derivatives are reclassified immediately to Net Income when the hedged item is sold or terminated.

Intangible Assets

The values of the above and below-market leases are amortized as either an increase (in the case of
below-market leases) or a decrease (in the case of above-market leases) to property rental revenue over
the remaining term of the respective lease. The values of in-place leases are amortized as expenses
over the remaining term of the respective leases. The value of tenant relationships is amortized as an
expense over the expected term of the relationship. The expected term of the relationship is determined
based on an estimated probability of the lease renewal, and its estimated term. In the event a tenant
vacates its leased premises prior to the contractual termination of the lease and no rental payments are
being made under the lease, the unamortized balances of the related intangible assets and liabilities are
expensed in full.

Leasing Commissions

Leasing commissions include the direct third party brokerage fees incurred in the successful negotiation
of leases, and are amortized on a straight-line basis over the terms of the respective leases. The
unamortized balance is expensed in full in the event the associated property is sold or the lease is
terminated prior to its contractual expiration date.

Revenue Recognition
Property Rental Revenue

Property rental revenue includes minimum rental revenue earned and operating expense and realty tax
reimbursements or recoveries per the underlying tenant leases.

The Trust commences revenue recognition on its leases based on a number of factors. In most cases,
revenue recognition under a lease begins when the tenant takes possession of, or controls, the physical
use of the leased property. Generally, this occurs on the lease commencement date, or where the Trust
is required to make additions to the leased property in the form of tenant improvements, upon substantial
completion of the additions.

Certain leases provide for tenant occupancy during periods for which no rent is due (“free rent period”) or
where minimum rent payments change during the term of the lease. The Trust records rental income for
the full term of each lease on a straight-line basis. Accordingly, a deferred rent is recorded from tenants
for the difference between the straight-line rent and the rent that is contractually due from the tenant.

When a property is acquired, the term of existing leases is considered to commence as of the acquisition
date for purposes of these calculations.

Recoveries from tenants, consisting of amounts due from tenants for common area maintenance, real
estate taxes and other recoverable costs, are accrued and recognized as revenue in the period the
expenses are incurred and they become recoverable from the tenant.

Interest Income

Interest income is the interest earned on the amounts advanced under the Trust’s mezzanine loan and
joint venture financing arrangements and bank interest earned from deposits. Interest income is
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(9)

(h)

recognized as revenue when the interest becomes due to the Trust. Generally, this is set out in the
financing agreements.

Fee Income

Fee income consists mainly of property management fees, leasing fees, project management fees and
other miscellaneous fees. Property management fees are based on a percentage of property revenues
and are recognized when earned per the property management or co-ownership agreements. Leasing
fees are incurred when the Trust is the leasing manager for co-owned properties. They are recognized
when earned per the property management or co-ownership agreements.

Lease Termination Income

Lease termination income represents amounts received or receivable from tenants in connection with
the cancellation or the early termination of their remaining lease obligation, and is recognized as
revenue when the lessee forgoes the rights and obligations associated with the use of the property.

Allowance for Doubtful Accounts

An allowance for doubtful accounts is maintained for estimated losses resulting from the inability of
tenants to meet the contractual obligations under their lease agreements. Management actively reviews
tenant receivables and determines the probability of collection for receivables identified as potentially
uncollectible on a per-tenant basis. An accounts receivable balance is written down to its estimated
realizable value when Management has reason to believe that the tenant will not be able to fulfill all or
part of their payment obligations under the lease agreement. All bad debt write-offs are charged to
property operating expenses. The amount of allowance takes into account all related receivables,
including any receivable resulting from the application of straight-line rent revenue recognition, any
security deposits held by the Trust and outstanding letters of credit in favour of the Trust.

Impairment

Management actively reviews its long-lived assets and mortgages receivable for impairment when there
is an event or change in circumstance that indicates impairment in value. Impairment is present if the
carrying amount of the asset exceeds the undiscounted estimated future net cash expected to be
received from the ongoing use and residual worth of the asset. If such impairment is present, an
impairment loss is recognized based on the excess of the carrying amount of the asset over its fair
value. The evaluation of anticipated cash flows is highly subjective and is based in part on assumptions
regarding future occupancy, rental rates and capital requirements that could differ materially from actual
results in future periods.

For mortgages receivable, impairment is present when there has been deterioration in the credit quality
of the borrower to the extent that Management has reasonable doubt as to the timely collection of the
principal and interest. An impairment loss is recognized based on the excess of the carrying amount
over the estimated realizable amount. The estimated realizable amount should be measured by
discounting the expected future cash flows at the original effective interest rate inherent in the loans.
When the amounts and timing of future cash flows cannot be estimated with reasonable reliability,
estimated realizable amounts may be measured at either (i) the fair value of any underlying security, net
of any realization costs and any amounts legally required to be paid to the borrowers, or (ii) the
observable market prices for the loans. The valuation of such amounts is highly subjective and is based
upon assumptions regarding market conditions that could differ materially from actual results in future
periods.
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()

(k)

(1

Translation of Foreign Currencies

The Trust has a self-sustaining subsidiary in the United States, which is financially and operationally
independent. Assets and liabilities of this investment are translated at the rate of exchange in effect at
the balance sheet date. Revenue and expense items are translated at the average exchange rate for
the period. Gains or losses on translation are deferred and included in other comprehensive income as
foreign currency translation gains or losses. When there is a reduction in the net investment as a result
of a dilution or sale, or reduction in equity of the foreign operation as a result of a dividend, amounts
previously recognized in AOCI are reclassified to Net Income.

Income Taxes

Income taxes are accounted for using the liability method. Under this method, future income taxes are
recognized for the expected future tax consequences of differences between the carrying amount of
balance sheet items and their corresponding tax values.

Future income taxes are computed using enacted or substantively enacted income tax rates for the
years in which the differences are expected to reverse.

Unit-Based Compensation Plan

The Trust has Unit-based compensation plans which are described in Note 21. The Trust uses the fair
value based method of accounting for its Restricted Unit Plan whereby compensation expense is
recognized over the vesting period.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires Management to make
estimates and assumptions that affect the recorded amounts of assets and liabilities and the disclosure
of contingent assets and liabilities at the date of the financial statements, and the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from those estimates.

The significant areas of estimation include:

- Impairment of assets;

- Useful lives of assets used to calculate amortization;

- Allocation of the purchase price on property acquisitions;
- Fair value of financial instruments; and

- Allowances for doubtful accounts.

(m) Guarantees

(n)

Accounting Guideline 14 - Disclosure of Guarantees issued by the CICA requires a guarantor to disclose
information about guarantees it has provided. Under this Guideline, a guarantee is defined as a contract
or indemnification agreement that requires an entity to make payments to a third party contingent on
future events. The disclosures are required even when the likelihood of the guarantor having to make
any payment under the guarantee is remote.

Future Accounting Policy Changes
Business Combinations and Consolidated Financial Statements

In January 2009, the CICA issued the following new accounting standards: Business Combinations
(“Section 1582”), Consolidated Financial Statements (“Section 1601”) and Non-controlling Interests
(“Section 1602”), which are based on the International Accounting Standards Board’s (“IASB”)
International Financial Reporting Standard (“IFRS”) 3, “Business Combinations”. The new standards
replace the existing guidance on business combinations and consolidated financial statements. The
objective of the new standards is to harmonize Canadian accounting for business combinations with the
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international and U.S. accounting standards. The new standards are to be applied prospectively to
business combinations for which the acquisition date is on or after the beginning of the first annual
reporting period beginning on or after January 1, 2011, with earlier application permitted. Assets and
liabilities that arose from business combinations whose acquisition dates preceded the application of the
new standards shall not be adjusted upon application of these new standards. The Non-controlling
Interests standard should be applied retrospectively except for certain items. The impact of the new
standards on the Trust’s results of operations, financial position and disclosures will be assessed as part
of the Trust’s IFRS transition project.

ACQUISITIONS
There were no acquisitions of income property completed during the three months ended March 31, 2010.

Acquisitions of income property completed during the year ended December 31, 2009 consist of the
following:

Acquisition
Cost(”
Date (Thousands of
Property Property Type Acquired dollars)
5303 - 68 Avenue SE, Calgary, Alberta Retalil 17-Dec-09 $ 6,671
194 Chain Lake Drive, Halifax, Nova Scotia Retail 21-Dec-09 11,448
Certain retail properties forming part of South Edmonton  Retail/
Common Shopping Centre, Edmonton, Alberta® Development land 30-Dec-09 39,067
$ 57,186
(1) As at the date of acquisition.
2) The Trust acquired a 50% interest in several retail components of South Edmonton Common Shopping Centre, which

include income-producing property, property under development and development land.

Consideration paid for the assets acquired during the year ended December 31, 2009 is summarized as
follows:

(Thousands 5303 194 Chain  South Edmonton

of dollars) 68 Avenue SE Lake Drive Common Total

Cash $ 6,671 $ 11,448 $ 33,361 $ 51,480

Mortgage assumption — — 5,706 5,706

Total $ 6,671 $ 11,448 $ 39,067 $ 57,186
(1) Cash includes cash, bank loans and/or bank credit facility.

The allocation of the cost of the acquisitions during the year ended December 31, 2009 to the assets
acquired is summarized as follows:

5303 194 Chain  South Edmonton
(Thousands of dollars) 68 Avenue SE Lake Drive Common Total
Tangible assets
Land $ 2,316 $ 3,371 $ 8,693 $ 14,380
Buildings 3,534 7,877 12,719 24,130
Leasing costs on acquisition 334 1,388 1,529 3,251
Intangible assets 502 — 2,004 2,506
Intangible liabilities (15) (1,188) (286) (1,489)
Property under development — — 14,408 14,408
$ 6,671 $ 11,448 $ 39,067 $ 57,186
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Income from the acquired properties is included in the Consolidated Statements of Income from the date of

acquisition.
4. INCOME PROPERTIES
Income properties consist of the following:
(Thousands of dollars) March 31, 2010
Accumulated

Cost Amortization Net Book Value

Freehold properties
Land $ 407,090 $ — $ 407,090
Buildings 1,463,100 240,121 1,222,979
1,870,190 240,121 1,630,069
Leasehold properties 83,281 10,272 73,009
Major maintenance costs 53,977 16,711 37,266
Tenant improvements 39,995 18,987 21,008
Leasing costs on acquisition of properties 68,572 18,261 50,311
$ 2,116,015 $ 304,352 $ 1,811,663
(Thousands of dollars) December 31, 2009

Accumulated

Cost Amortization Net Book Value

Freehold properties
Land $ 407,760 $ — $ 407,760
Buildings 1,463,612 231,078 1,232,534
1,871,372 231,078 1,640,294
Leasehold properties 83,291 9,848 73,443
Major maintenance costs 52,261 15,398 36,863
Tenant improvements 40,243 18,757 21,486
Leasing costs on acquisition of properties 68,917 17,080 51,837
$ 2,116,084 $ 292,161 $ 1,823,923

5. AMORTIZATION OF INCOME PROPERTIES

Amortization of income properties consists of the following:

Three months ended March 31

(Thousands of dollars) 2010 2009
Buildings and leasehold properties $ 9,708 $ 9,700
Major maintenance costs 1,305 1,157
Tenant improvements 1,304 1,611
Leasing costs on acquisition of properties 1,527 1,679

$ 13,844 $ 14,147

6. PROPERTIES UNDER DEVELOPMENT
The Trust is currently expanding development land adjacent to an existing income property located in Prince
Albert, Saskatchewan. As well, the Trust has commitments to expand a retail property located in London,
Ontario. The Trust also has development land in Dartmouth (Halifax), Nova Scotia, and Edmonton, Alberta.
The expected future costs to complete current developments are included in Note 28 — Commitments and
Contingencies.
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7. EQUITY INVESTMENT IN REAL ESTATE

Equity investment in real estate represents a 50% interest in an entity which is the owner of a partially
developed shopping centre located in Dartmouth (Halifax), Nova Scotia, acquired by the Trust on August 15,
2007. Based upon the terms of the joint venture agreements, the Trust will pay for its ownership interest by
way of instalments as certain phases of the development are completed. The Trust is committed to a total
investment of approximately $135.0 million in the event certain development milestones are achieved. To
date, the Trust has made a total investment of $83.5 million for the Trust's acquisition of and participation in
the completed phases of the development. This leaves a potential future commitment of approximately
$51.5 million. Refer to Note 28 — Commitments and Contingencies for a detailed description of the Trust’s
commitments.

Based on the terms of the joint venture agreements and each party’s equity interests, the Trust determined
that the investee was a variable interest entity and the Trust was not the primary beneficiary. Accordingly,
the Trust has accounted for its investment using the equity method of accounting, as it exercises significant
influence over the entity.

The equity investment is reviewed for impairment when events or circumstances change, which may indicate
that the carrying amount may not be recoverable. When the impairment is considered to be other than
temporary, the carrying amount of the equity investment would be written down to its estimated realizable
value. There was no impairment recognized as at March 31, 2010 and December 31, 2009.

8. LEASING COMMISSIONS
Leasing commissions consist of the following:

(Thousands of dollars) March 31, 2010
Accumulated

Cost Amortization Net Book Value

Leasing commissions $ 13,604 $ 5,638 $ 7,966

(Thousands of dollars) December 31, 2009
Accumulated

Cost Amortization Net Book Value

Leasing commissions $ 13,734 $ 5,421 $ 8,313

9. INTANGIBLE ASSETS AND LIABILITIES
Intangible assets and liabilities consist of the following:

(Thousands of dollars) March 31, 2010
Accumulated

Cost Amortization Net Book Value

Intangible assets
Value of above-market leases $ 4,693 $ 1,245 $ 3,448
Value of in-place leases 23,800 9,040 14,760
Value of tenant relationships 23,008 6,813 16,195
$ 51,501 $ 17,098 $ 34,403

Intangible liabilities
Value of below-market leases $ 21,354 $ 5,422 $ 15,932
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10.

11.

12.

(Thousands of dollars) December 31, 2009
Accumulated

Cost Amortization Net Book Value
Intangible assets

Value of above-market leases $ 4,740 $ 1,185 $ 3,555
Value of in-place leases 24,328 8,920 15,408
Value of tenant relationships 23,137 6,510 16,627
$ 52,205 $ 16,615 $ 35,590

Intangible liabilities
Value of below-market leases $ 21,354 $ 4976 $ 16,378

MORTGAGES RECEIVABLE

Mortgages receivable include transaction costs and fees, and represent amounts advanced under
mezzanine loan, joint venture financing, vendor take-back financing and other arrangements which are
subordinated to prior charges. The weighted average effective interest earned on mortgages receivable is
8.24% (December 31, 2009 — 8.22%) and the weighted average term to maturity is 1.16 years (December
31, 2009 — 1.41 years). Future repayments are as follows:

(Thousands of dollars)

2010 2011 2012 2013 2014 2015  Thereafter Total

$ 128,242 $ 962 $ 15,339 $ 8,984 $ — $ 12,753 $ — $ 166,280

As the Trust invests in mortgages to facilitate acquisitions and from time to time to facilitate property
dispositions, credit risks arise in the event that the borrowers default on the repayment of their mortgages to
the Trust. At March 31, 2010, the Trust had $166.3 million of mortgage investments, 71% of which was
loaned to a single private company. In the event of a material commercial real estate market correction, the
fair market value of the Trust's security may be insufficient to support the mortgage investment. The
maximum exposure to credit risk associated with mortgages receivable occurs if all borrowers default on
repayment of their mortgages to the Trust. Therefore, the carrying value of the mortgages receivable
balance represents the Trust’'s maximum exposure to related credit risk without taking into account any
collateral held or any other credit enhancements. The mortgages are secured by first, second or third
charges on properties. The Trust mitigated its risk to the single private company by obtaining a corporate
guarantee and registered mortgage charges, which are generally cross-collateralized, on twelve different
commercial properties which are in various stages of development. The Trust also obtained additional
security in the form of charges on properties which the Trust has not provided financing for. The credit
quality of these financial assets is considered adequate; therefore, there were no impairments or impairment
provisions recorded for mortgages receivable as at March 31, 2010 and December 31, 2009.

CASH AND CASH EQUIVALENTS
Cash and cash equivalents include cash on hand, demand deposits and highly liquid short-term investments
with original maturities less than 90 days.

ACCOUNTS RECEIVABLE

(Thousand of dollars) March 31, 2010 December 31, 2009
Rents receivable, net of allowance $ 3,349 $ 2,248
Deferred rent receivable 1,552 1,642
Accrued recovery income 4,219 2,844
Other amounts receivable 6,214 6,144
$ 15,334 $ 12,878
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13.

Credit risk related to accounts receivable arises from the possibility that tenants may experience financial
difficulty and be unable to fulfill their lease commitments. The maximum credit risk exposure related to
accounts receivable occurs if all tenants cannot fulfill their financial lease commitments to the Trust.
Therefore, the carrying value of the accounts receivable balance represents the Trust's maximum exposure
to its associated credit risk without taking into account any collateral held or any other credit enhancements.
Collateral held on certain leases are letters of credit or security deposits from the tenants. The Trust
manages credit risk by:

- ensuring that there is a broad range of tenants with dispersion across different market segments;

- maintaining a portfolio that is diversified by property type so that exposure to business sectors is
reduced. Currently, none of the Trust’s tenants represents more than 4.8% of gross rental revenues;
and

- conducting appropriate credit assessments in respect of leasing.

In the last five years, bad debt write-offs have averaged less than $0.3 million per year and have been less
than 0.23% of total revenue each year. The allowance for doubtful accounts at March 31, 2010 and at
December 31, 2009 was $0.9 million. The credit quality of the net rents receivable amount is considered
adequate.

The following is an aging analysis of rents receivable past due but not impaired, excluding the allowance for
doubtful accounts:

Rents receivable past due (Thousands of dollars) March 31,2010 December 31, 2009
Less than 30 days $ 2,415 $ 800
Between 31 and 60 days 382 240
Between 61 and 90 days 127 170
Between 91 and 120 days 1 398
More than 120 days 1,363 1,497

$ 4,288 $ 3,105

Deferred rent receivable and accrued recovery income are excluded from the aging analysis as they
represent amounts that have not been billed to the tenants.

Other amounts receivable consist of amounts that are not directly rent-related, consisting of accrued interest,
amounts due from co-owners and miscellaneous amounts receivable from tenants, and are excluded from
the aging analysis.

OTHER ASSETS

Other assets consist of the following:
(Thousands of dollars) March 31,2010 December 31, 2009
Prepaid taxes $ 3,028 $ 2,054
Prepaid insurance 864 1,236
Deferred Restricted Unit Plan compensation costs 1,812 1,324
Prepaid other 593 1,759
Restricted cash 288 288
Deposits on land 17,524 17,336
Furniture, fixtures and equipment net of accumulated amortization

of $269 (2009 - $332) 277 307

$ 24,386 $ 24,304
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14. CO-OWNERSHIPS AND JOINT VENTURES

15.

16.

The following amounts represent the Trust's interests in co-ownerships and joint ventures:

Thousands of dollars March 31,2010 December 31, 2009
(

Assets $ 702,100 $ 702,655
Liabilities 436,143 439,020

Three months ended Three months ended

March 31, 2010 March 31, 2009
Revenues $ 28,980 $ 26,954
Expenses 21,769 21,318
Net income 7,211 5,636
Cash flow from (applied to):
Operating activities 11,239 10,599
Financing activities (2,905) 21,829
Investing activities (113) (444)

The Trust is contingently liable for the obligations of its associates in certain co-ownerships in the amount of
$316.8 million (December 31, 2009 - $319.2 million). Management believes that the assets of the co-
ownerships and its joint ventures are available and are sufficient for the purpose of satisfying such
obligations. The Trust’s interests in these co-ownerships range from 50% to 90.9%.

MORTGAGES PAYABLE

Mortgages payable (including mortgages payable for properties held for sale) are net of transaction costs
and fees and bear interest at a weighted average effective rate of 5.54% (December 31, 2009 — 5.54%) per
annum.

Mortgages payable are secured by charges on the Trust’s interest in income properties and contain various
clauses including an assignment of leases and amounts due from property rentals, as well as a Trust
guarantee.

Included in mortgages payable is $3.7 million (December 31, 2009 - $3.9 million) of mark-to-market
premiums related to mortgages assumed upon acquisition. The mark-to-market premiums are amortized
using the effective interest method over the remaining term of the debt. The Trust has $70.0 million of
variable rate mortgages which are hedged by a notional $70.0 million of interest rate swaps.

The mortgages are repayable as follows:

(Thousands of dollars)
2010 2011 2012 2013 2014 2015 Thereafter Total
$ 83,344 $ 147,415 $ 132,479 $ 123,928 $ 201,916 $ 158,843 $ 281,552 $1,129,477

DEBENTURES PAYABLE
Debentures payable are net of transaction costs and fees.

(Thousands of dollars) March 31,2010 December 31, 2009
Series B senior, unsecured, maturity of May 21, 2013, bearing interest
at 5.31% per annum, payable semi-annually $ 24,876 $ 24,866
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17.

18.

19.

20.

21.

BANK LOAN

The Trust has a variable rate bank loan in the amount of $70.0 million (December 31, 2009 — $70.0 million)
which matures in May 2010. This loan is secured by a mortgage on one property. As at March 31, 2010,
the weighted average interest rate on this loan was 1.66% (December 31, 2009 — 1.65%).

BANK CREDIT FACILITY

The Trust has a revolving credit facility limited to $20.0 million for acquisition and operating purposes, which
is secured by mortgages on 44 properties. The credit facility matures on April 30, 2010. As at March 31,
2010, a total of $9.4 million in Canadian funds had been drawn (December 31, 2009 — a total of
$11.1 million). As at March 31, 2010, the weighted average interest rate on amounts drawn under the credit
facility was 3.32% (December 31, 2009 — 3.37%).

ACCOUNTS PAYABLE AND OTHER LIABILITIES

(Thousands of dollars) March 31,2010 December 31, 2009
Accounts payable $ 12,505 $ 11,357
Accrued liabilities 20,691 21,299
Distributions payable 7,635 7,623
Prepaid and security deposits 9,593 9,160
Deposits payable on land 8,130 8,034
Deferred liabilities 2,897 3,196
Designated hedging derivative liabilities at fair value 1,477 1,814

$ 62,928 $ 62,483

INTEREST INCURRED ON DEBT

Interest calculated using the effective interest rate method, incurred on all sources of financing, consists of
the following:

Three months ended March 31

(Thousands of dollars) 2010 2009
Interest expensed on mortgages, debentures, notes payable, and bank loan $ 16,502 $ 18,233
Interest capitalized to properties under development 51 —
Total interest incurred during the period $ 16,553 $ 18,233

UNITHOLDERS’ EQUITY

(a) Units Issued and Outstanding

Three months ended March 31

2010 2009
Balance, beginning of period 66,287,042 61,098,576
Issued for cash 6,967 6,868
Issued for reinvested distributions 94,439 87,526
Balance, end of period 66,388,448 61,192,970
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22,

23.

(b) Restricted Unit Plan

Under the terms of the Restricted Unit Plan, certain employees of the Trust may be granted Restricted
Units, which are subject to vesting conditions and disposition restrictions, in order to provide a long-term
compensation incentive. The Restricted Units remain subject to forfeiture until the employee has held
his or her position with the Trust for a specified period of time. Typically, full vesting of Restricted Units
would not occur until the employee has remained employed by the Trust for three years from the date of
grant.

All Units required for the Restricted Unit Plan are acquired in the secondary market through a trust
intermediary and then distributed to the participants’ accounts.

(c) Employee Unit Purchase Plan

Under the Trust’s Employee Unit Purchase Plan, the number of Units the employees would be entitled to
acquire is limited to 5% of their respective salaries. In addition, if an employee has participated in the
Employee Unit Purchase Plan for 12 consecutive months, the Trust will match a certain portion of the
employee’s contributions to a maximum of not more than one thousand dollars, which matching amount
shall be applied to purchase additional Units for the employee. An aggregate of 150,000 Units is
reserved for issuance under the Employee Unit Purchase Plan, of which 61,156 Units have been issued
as of March 31, 2010 (December 31, 2009 — 56,929 units).

(d) Accumulated Other Comprehensive Loss
As at March 31, 2010 and 2009, accumulated other comprehensive loss consists of the following

amounts:
(Thousands of dollars) March 31, 2010 March 31, 2009
Loss on cash flow hedges of interest rate risk ($ 1,773) ($ 5,800)
Unrealized foreign currency translation losses (2,183) (741)
Balance, end of period ($ 3,956) ($ 6,541)

PROPERTY RENTAL REVENUE

Included in property rental revenue are recoveries from tenants for the three months ended March 31, 2010
in the amount of $27.0 million (March 31, 2009 - $27.4 million), which represents the recovery of common
area maintenance costs, real estate taxes and other recoverable costs.

INCOME TAXES

The Trust is taxed as a "Mutual Fund Trust" for Canadian income tax purposes. Pursuant to the Declaration
of Trust and subject to the specified investment flow-through (“SIFT”) Rules, the Trustees intend to distribute
or designate all taxable income to the Unitholders of the Trust and to deduct such distributions and
designations for Canadian income tax purposes.

The Trust is subject to taxation in the United States on the taxable income earned in its U.S. subsidiary at a
combined federal and lllinois state tax rate of 38.8%.

A future income tax liability arises from the temporary differences between the carrying value and the tax
basis of the net assets of the U.S. subsidiary.

On June 22, 2007, tax legislation was passed in Canada that introduced a distribution tax at corporate rates
on the “non-portfolio earnings” of certain publicly traded income trusts and limited partnerships, effective
January 1, 2011 for entities in existence on October 31, 2006 that do not exceed normal growth guidelines.
There was also a change in the taxation of the distribution when received by investors, so that the
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24.

distribution would be a “deemed” dividend and subject to the normal dividend gross-up and tax credit rules.
“Qualifying real estate investment trusts (REITs)” are specifically excluded from this tax legislation (the “SIFT
Rules”).

The SIFT Rules contain certain technical tests relating to assets and revenues which must be met in order to
be a Qualifying REIT. Due to its inability to meet some of these tests, the Trust is currently not a Qualifying
REIT. However, the Trust believes it could qualify prior to 2011 by restructuring its affairs. Without such
restructuring, the Trust would be subject to the new taxation measures (provided it does not exceed the
normal growth guidelines established by the legislation) effective January 1, 2011. As a result of the SIFT
Rules, the Trust is required to recognize a future income tax liability with a corresponding impact on future
income tax expense related to temporary differences anticipated to reverse after January 1, 2011.

Components of Future Income Taxes on the Balance Sheets

(Thousands of dollars) March 31,2010 December 31, 2009
Taxes effected by temporary differences between accounting and tax basis of:

Real estate investments in Canada $ 69,339 $ 68,731

Real estate investments in the United States 2,352 2,389

Future income taxes $ 71,691 $ 71,120

Components of Income Taxes on the Statements of Income

Three months ended March 31

(Thousands of dollars) 2010 2009
Current income taxes at US federal and lllinois State statutory rate $ 46 $ 208
Future income taxes at US federal and lllinois State statutory rate 44 36
Increase in future income taxes resulting from a change in provincial tax

rates with enactment of Bill C-10 on March 12, 2009 (increase of 1%) — 2,521
Increase (decrease) in future income taxes resulting from a change during

the year in temporary differences expected to reverse after 2010 760 (887)
Income tax expense $ 850 $ 1,878

The net future income tax liability is determined by applying a tax rate of 28.3% to the temporary differences
anticipated to reverse in 2011, and an estimated tax rate of 25.1% to the temporary differences anticipated to
reverse after 2011.

PER UNIT CALCULATIONS

Basic per Unit information is calculated based on the weighted average number of Units outstanding for the
year. The calculation of per Unit information on a diluted basis considers the potential exercise of
outstanding Unit purchase options, to the extent that each option is dilutive. For the three months ended
March 31, 2010 and 2009, there were no options to purchase Units outstanding, therefore no options have
been excluded from the diluted calculation.

Three months ended March 31
2010 2009
Weighted average number of Units 66,342,300 61,156,139
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25. FINANCIAL INSTRUMENTS

RISK MANAGEMENT

In the normal course of its business, the Trust is exposed to a number of risks that can affect its operating
performance. These risks, and the actions taken to manage them, are as follows:

(a) Interest Rate Risk

The time period over which Management is spreading the fixed term debt maturities implies a target
average term to maturity of approximately five years. This strategy reduces the Trust's exposure to re-
pricing risk resulting from short-term interest rate fluctuations in any one year. Management is of the
view that such a strategy will provide the most effective interest rate risk management for debt.

Floating rate debt is generally restricted by the Trust’'s operating plan to an amount equal to 10% of total
assets plus accumulated depreciation.

There is interest rate risk associated with the revolving bank credit facility and bank loans as the interest
is impacted by changes in the bank rate. As well, there is interest rate risk associated with the Trust’s
fixed interest rate, term-certain debts, due to the expected requirement to refinance such debts in the
year of maturity. The following table outlines the impact to the Trust’s annual net income if interest rates
at March 31, 2010 would have been 100 basis points higher or lower, calculated on all debts maturing
over the next 21 months, with all other variables held constant:

(Thousands of dollars) Impact on net income
Bank loans $ 700
Bank credit facility 94
Mortgages coming due 1,814

$ 2,608

From time to time, the Trust may enter into interest rate swap contracts to modify the interest rate profile
of its outstanding debt without an exchange of the underlying principal amount.

The Trust has entered into interest rate swap contracts which are designated as hedges of interest rate
exposure associated with variable rate mortgages assumed. The intended terms of the hedges are from
the designation date of the hedging relationship to the respective maturity dates of each mortgage which
are four to nine years. As at March 31, 2010 and December 31, 2009, the Trust had entered into
interest rate swaps for a notional amount of $70 million to hedge the interest rate risk associated with
$70 million of variable rate mortgages.

These contracts have been recorded at fair value in accounts payable and other liabilities with changes
in fair value reported in other comprehensive income for the effective portion of the hedges. The fair
value of these contracts results in a liability of approximately $1.5 million (December 31, 2009 —
$1.8 million).

There is a risk that interest rates will fluctuate from the date the Trust commits to a debt to the date the
interest rate is set with the lender. The Trust may enter into bond forward contracts which are
designated as hedges of interest rate exposure to fix the risk-free rate at the time of commitment. The
intended terms of the hedges are from the designation date of the hedging relationship to the respective
dates that each mortgage interest rate is fixed. As at March 31, 2010 and December 31, 2009, the Trust
had no outstanding bond forward contracts.
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(b) Credit Risk

(c)

Credit risks relate to mortgages receivable and accounts receivable. Refer to Notes 10 and 12 for
Management’s assessment of each receivable’s credit risks and the actions taken to mitigate them.

Liquidity Risk

Liquidity risk arises from the possibility of not having sufficient debt and equity capital available to the
Trust to fund its growth program and refinance or meet its payment obligations as they arise.

The Trust’s principal liquidity needs arise from working capital requirements, debt servicing and
repayment obligations, planned funding of maintenance, leasing costs and distributions to Unitholders,
and possible property acquisition funding requirements.

The above liquidity needs are funded from cash flows from operating the property portfolio, with the
exception of debt repayment obligations and property acquisition funding requirements. These are
funded from refinancing the Trust’s maturing debt or financing unencumbered properties. The particular
features and quality of the underlying assets being financed and the debt market parameters existing at
the time will affect the success of this strategy. If this strategy is unsuccessful, other sources of funding
include additional draws on the bank credit facility and raising new equity by issuing Units or “recycling”
equity through property dispositions. The risk with issuing new capital is that the capital markets may
not be receptive to an equity issue with financial terms favourable to the Trust.

There is a risk that lenders will not refinance maturing debt on terms and conditions acceptable to the
Trust or on any terms at all. Management’s strategy mitigates the Trust's exposure to excessive
amounts of debt maturing in any one year.

The estimated maturities of the Trust’s non-derivative financial liabilities are outlined below:

(Thousands of dollars)

Contractual
Cash
Flows” 2010 2011 2012 2013 2014 2015 Thereafter

Mortgages payable  $1,394,492 $ 129,657 $202,322 $179,924 $ 163,068 $232,107 $179,595 §$ 307,819
Debentures payable

— Series B 29,213 1,001 1,329 1,329 25,554 — — —
Bank loans 70,291 70,291 — — — — — —
Bank credit facility 9,440 9,440 — — — — — —
Total $1,503,436 $210,389 $203,651 $ 181,253 §$ 188,622 $ 232,107 $179,595 $ 307,819

(1)  Contractual cash flows include principal and interest and ignore extension or ‘term-out” options available to the Trust.

The maturities of the Trust’'s derivative financial liabilities are outlined below:

(Thousands of dollars) 2010 2011 2012 2013 2014 2015 Thereafter Total

$ — $ — $ 725 $ — $ 97 $ — $ 655 $ 1,477
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FAIR VALUES

(Thousands of dollars)

March 31, 2010

December 31, 2009

Carrying Carrying
Value Fair Value Value Fair Value
FINANCIAL ASSETS
Cash and cash equivalents $ 8,369 $ 8,369 $ 5,192 $ 5,192
Mortgages receivable 166,280 166,280 165,376 165,376
FINANCIAL LIABILITIES
Mortgages payable $1,129,477 $1,163,569 $1,136,752 $1,140,350
Bank loan 69,987 69,987 69,960 69,960
Bank credit facility 9,414 9,414 11,145 11,145
Debentures payable 24,876 24,985 24,866 24,512
Deposits on land payable 8,130 8,201 8,034 8,016
Liabilities of designated hedging derivative instruments 1,477 1,477 1,814 1,814

The fair value hierarchy of financial instruments measured at fair value on the Consolidated Balance Sheets

is as follows:
(Thousands of dollars) March 31, 2010 December 31, 2009
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
FINANCIAL ASSETS
Cash and cash equivalents $8369 $ — $ — $5192 $ — $ —

FINANCIAL LIABILITIES
Liabilities of designated hedging derivative instruments — 1,477 — — 1,814 —

26. CAPITAL MANAGEMENT
The Trust manages capital to maintain a balance between the following objectives:

- To maintain and improve the productive capacity of existing real estate assets;

- To ensure stability in the distributions made to Unitholders;

- To maintain an appropriate debt level so that there are no financial constraints on the use of capital;
and

- To safeguard the Trust’s ability to continue as a going concern.

In the management of capital, the Trust considers the following:

- Unitholders’ equity; and

- Adjusted assets.

The Trust manages the capital structure and makes adjustments to it in light of changes in economic
conditions and the productive capacity maintenance requirements of the underlying real estate assets. In
order to maintain or modify the capital structure, the Trust may arrange new debt, arrange new debt to
replace existing debt with different characteristics, or issue new equity.

As well, the Trust monitors capital based on the following: interest coverage ratio, indebtedness ratio,
leverage ratio, debt service coverage ratio and adjusted Unitholders’ equity. The monitoring is aligned with
capital requirements imposed by the Declaration of Trust, including the Operating Plan as established by
the Board of Trustees and the Trust’s lenders as described below. The calculation of these ratios includes
the Trust’s proportionate share of a real estate investment that is reflected as an equity investment in the
Consolidated Financial Statements.
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During 2010, the Trust’s objective was to maintain the following:

The interest coverage ratio is to be above 2 times, which is the coverage ratio required under the bank
credit facility. The ratio is calculated as earnings before interest, income taxes, depreciation and
amortization (“EBITDA”) divided by total interest incurred. EBITDA should not be considered as an
alternative to net income, cash flow from operations or any other operating or liquidity measure
prescribed by GAAP. EBITDA is not a GAAP financial measure; however, Management believes it to
be one indicative measure of the Trust’s ability to service debt, fund capital needs and expand the
business. EBITDA may not be comparable to similarly titted measures reported by other entities. The
chart below outlines EBITDA and interest coverage:

(Thousands of dollars) Three months ended March 31
Interest Coverage Ratio 2010 2009
Net income $ 23,314 $ 28,949
Add (subtract):
Income tax expense 850 1,878
Foreign currency translation loss 835 137
Interest expense 16,502 18,233
Amortization of:
Income properties 13,844 14,147
Leasing commissions 505 621
Intangible assets on acquisition of properties 1,080 1,142
Value of above- and below-market leases (339) (360)
Adjustments for discontinued operations — (10,533)
Adjustments for income from equity investment in real estate 1,254 1,968
EBITDA (A) $ 57,845 $ 56,182
Interest expense $ 16,502 $ 18,233
Interest capitalized to properties under development 51 —
Adjustments for discontinued operations — 341
Adjustments for income from equity investment in real estate 600 583
Total interest incurred (B) $ 17,153 $ 19,157
Interest coverage (A)/(B) 3.37 times 2.93 times
Capital Management Requirement Greater than 2.00 times

The indebtedness ratio is limited to a maximum of 60% per the Declaration of Trust and lender
agreements. The ratio is calculated as total indebtedness divided by total adjusted assets. The chart
below outlines the indebtedness ratio:
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(Thousands of dollars)

Indebtedness Ratio

March 31, 2010

December 31, 2009

Total assets $ 2,152,014 $ 2,158,935
Accumulated amortization of:

Buildings and leasehold properties 250,393 240,926

Leasing costs on acquisition of properties 18,261 17,080

Intangibles on acquisition of properties 11,676 11,639
Adjustments for equity investment in real estate 50,110 49,921
Total adjusted assets (B) $ 2,482,454 $ 2,478,501
Bank loan $ 69,987 $ 69,960
Bank credit facility 9,414 11,145
Debentures payable 24,876 24,866
Mortgages payable 1,129,477 1,136,752
Adjustments for equity investment in real estate 42,085 42,062
Total Indebtedness (A) $ 1,275,839 $ 1,284,785
Indebtedness ratio (A)/(B) 51.4% 51.8%

Capital Management Requirement

Maximum 60%

The leverage ratio is to be less than 8.0 times per the Operating Plan as established by the Board of
Trustees in accordance with the Declaration of Trust. The ratio is calculated as the Trust’'s weighted
average aggregate amount of indebtedness divided by EBITDA. This is a new capital management
objective established in 2010. The leverage ratio measures indebtedness to operating cash flow
generated and as such is an indicator of the capacity for additional debt.

(Thousands of dollars)

For the three months ended March 31

2010 2009

Weighted average:
Bank loan $ 69,969 $ 130,371
Bank credit facility 8,441 12,111
Debentures payable 24,870 24,830
Mortgages payable 1,131,913 1,215,354
Adjustments for equity investment in real estate 42,070 41,998
Weighted average aggregate amount of indebtedness (A) $ 1,277,263 $ 1,424,664
EBITDA for the three months ended March 31 annualized (B) $ 231,380 $ 224,728
Leverage ratio (A)/(B) 5.5 times 6.3 times

Capital Management Guideline

Less than 8.0 times

(Thousands of dollars)

For the twelve months ended March 31

2010 2009

Weighted average:
Bank loan $ 70,578 $ 110,786
Bank credit facility 2,938 46,774
Debentures payable 24,855 29,129
Mortgages payable 1,176,133 1,131,250
Adjustments for equity investment in real estate 42,034 19,114
Weighted average aggregate amount of indebtedness (A) $ 1,316,538 $ 1,337,053
EBITDA (B) $ 224,839 $ 218,455
Leverage ratio (A)/(B) 5.9 times 6.1 times

Capital Management Guideline

Less than 8.0 times

CREIT — FINANCIAL STATEMENTS — THREE MONTHS ENDED MARCH 31,2010 — Page 28



- The debt service coverage ratio is to be above 1.5 times, which is required by certain lenders. The
ratio is calculated as EBITDA divided by total principal and interest payments under debt instruments.
The chart below outlines the debt service ratio:

(Thousands of dollars) Three months ended March 31
Debt Service Coverage Ratio 2010 2009
(A) EBITDA $ 57,845 $ 56,182
Principal (excluding principal amounts due on maturity) 7,660 7,371
Interest 17,153 19,157
Total principal and interest (B) $ 24,813 $ 26,528
Debt service coverage ratio (A)/(B) 2.33 times 2.12 times
Capital Management Requirement Greater than 1.5 times

- Adjusted Unitholders’ equity is to be at least $600.0 million, which is required by certain lenders. The
chart below outlines adjusted Unitholders’ equity:

(Thousands of dollars)

Adjusted Unitholders’ Equity March 31,2010 December 31, 2009
Unitholders’ equity $ 767,709 $ 766,231
Accumulated amortization of buildings and leasehold properties 250,393 240,926
Adjusted Unitholders’ equity $ 1,018,102 $ 1,007,157
Capital Management Requirement Greater than $600,000

At March 31, 2010, the Trust complied with all externally imposed capital requirements.
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27. SEGMENTED FINANCIAL INFORMATION FOR CONTINUING OPERATIONS
The Trust’'s operations cover three types of income properties. The following summaries present
segmented financial information for these property types and the geographical locations in which the Trust

operates:

(Thousands of dollars) Inter-
Three months ended March 31, 2010 Retail”  Industrial  Office Trust?  segment Consolidated
Property rental revenue $ 40904 $ 18,009 $ 23484 ($ 2022) ($ 257) $ 80,118
Property net operating income from equity investment in real

estate — — _ 1.308 _ 1,308
Property operating expenses 3,990 2,128 5,374 (246) (7) 11,239
Realty taxes 7,586 2,876 4,141 (364) — 14,239
Property management fees 1,142 586 792 (74) (2,288) 158
Amortization of major maintenance costs 337 297 739 — (68) 1,305
Property net operating income (loss) 27,849 12,122 12,438 (30) 2,106 54,485
Amortization of leasing commissions 96 137 276 (1) (3) 505
Amortization of tenant improvements 287 381 643 (7) — 1,304
Amortization of leasing costs on acquisition of properties 1,176 346 172 (167) — 1,527
Amortization of intangible assets on acquisition of properties 687 327 257 (191) — 1,080
Amortization from equity investment in real estate — — — 358 — 358
Property net effective income (loss) 25,603 10,931 11,090 (22) 2,109 49,711
Property administrative expenses 68 30 39 1,836 — 1,973
Fee income — 11 146 2,704 (2,109) 752
Lease termination income 226 — 595 — — 821
Income from property operations $ 25761 $ 10912 $ 11,792 § 846 $ — $ 49,311
Total assets as at March 31, 2010 $1,155,210 $420,665 $396,237 $179,902 $ —  $2,152,014
(Thousands of dollars) Inter-
Three months ended March 31, 2009 Retail”  Industrial  Office Trust?  segment Consolidated
Property rental revenue $ 39626 $ 18,651 $ 23,348 ($ 1,867) ($ 249) $ 79,509
Property net operating income from equity investment in real

estate — — _ 1,302 _ 1,302
Property operating expenses 4,512 2,461 5,769 (161) (7) 12,574
Realty taxes 7,000 2,788 4,296 (315) — 13,769
Property management fees 1,097 602 772 (60) (2,304) 107
Amortization of major maintenance costs 288 287 647 — (65) 1,157
Property net operating income (loss) 26,729 12,513 11,864 (29) 2,127 53,204
Amortization of leasing commissions 98 135 392 — (4) 621
Amortization of tenant improvements 387 430 794 — — 1,611
Amortization of leasing costs on acquisition of properties 1,605 368 202 (496) — 1,679
Amortization of intangible assets on acquisition of properties 1,104 345 296 (603) — 1,142
Amortization from equity investment in real estate — — — 1,099 — 1,099
Property net effective income (loss) 23,535 11,235 10,180 (29) 2,131 47,052
Property administrative expenses 238 112 140 1,925 — 2,415
Fee income 4 18 54 2,738 (2,131) 683
Lease termination income 2 — 131 — — 133
Income from property operations $ 23303 $ 11,141 $ 10225 $ 784 $ — $ 45453
Total assets as at December 31, 2009 $1,160,074 $423,897 $39,672 $178292 $ —  $2,158,935
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(Thousands of dollars)

CANADA

Three months ended March 31, Inter-  Consoli-
2010 B.C. Alberta Prairies Ontario Quebec Atlantic’” U.S. Trust? segment dated
Property rental revenue $ 8319 $ 26255 % 1,789 $ 25051 $ 7,937 $ 11,766 $ 1,280 ($ 2,022) ($ 257) $ 80,118
Property net operating income from

equity investment in real estate — — — — — — — 1,308 — 1,308
Property operating expenses 926 3,368 442 3,363 1,456 1,865 72 (246) (7) 11,239
Realty taxes 1,502 3,293 316 5,468 1,738 2,189 97 (364) — 14,239
Property management fees 255 810 44 746 239 375 51 (74) (2,288) 158
Amortization of major maintenance

costs 83 418 29 396 227 190 30 — (68) 1,305
Property net operating income (loss) 5,553 18,366 958 15,078 4,277 7,147 1,030 (30) 2,106 54,485
Amortization of leasing commissions 69 119 4 202 65 44 6 (1) (3) 505
Amortization of tenant improvements 76 344 38 418 135 291 9 (7) — 1,304
Amortization of leasing costs on

acquisition of properties 27 827 42 197 276 325 — (167) — 1,527
Amortization of intangible assets on

acquisition of properties 5 593 11 148 239 275 — (191) — 1,080
Amortization from equity investment in

real estate — — — — — — — 358 — 358
Property net effective income (loss) 5,376 16,483 863 14,113 3,562 6,212 1,015 (22) 2,109 49,711
Property administrative expenses 29 135 15 (179) 33 102 2 1,836 — 1,973
Fee income — 11 — 16 — 130 — 2,704 (2,109) 752
Lease termination income 707 — — (5) 119 — — — — 821
Income from property operations $ 6,054 $ 16359 $§ 848 $ 14303 $ 3648 $ 6240 $ 1,013 $ 846 $ — $ 49311
Total assets as at March 31, 2010 $180,915 $712,795 $ 41,465 $578,202 $199,328 $216,949 §$42,458 $179,902 $ — $2,152,014
(Thousands of dollars) CANADA
Three months ended March 31, Inter-  Consoli-
2009 B.C. Alberta Prairies Ontario Quebec Atlantic” U.S. Trust? segment dated
Property rental revenue $ 8102 $ 25848 $ 1,761 $ 25278 $ 8,006 $ 11,034 $ 1,596 ($ 1,867) ($ 249) $ 79,509
Property net operating income from

equity investment in real estate — — — — — — — 1,302 — 1,302
Property operating expenses 1,121 3,518 472 4,014 1,526 1,926 165 (161) (7) 12,574
Realty taxes 1,484 3,185 331 5,415 1,656 1,904 109 (315) — 13,769
Property management fees 223 779 43 777 245 356 48 (60) (2,304) 107
Amortization of major maintenance

costs 60 356 28 387 195 175 21 — (65) 1,157
Property net operating income (loss) 5,214 18,010 887 14,685 4,384 6,673 1,253 (29) 2,127 53,204
Amortization of leasing commissions 56 107 4 343 58 43 14 — (4) 621
Amortization of tenant improvements 171 389 43 528 151 311 18 — — 1,611
Amortization of leasing costs on

acquisition of properties 27 831 43 358 276 640 — (496) — 1,679
Amortization of intangible assets on

acquisition of properties 5 618 11 155 243 713 — (603) — 1,142
Amortization from equity investment in

real estate — — — — — — — 1,099 — 1,099
Property net effective income (loss) 4,955 16,065 786 13,301 3,656 4,966 1,221 (29) 2,131 47,052
Property administrative expenses 20 164 16 89 77 123 1 1,925 — 2,415
Fee income — 44 22 9 — 1 — 2,738 (2,131) 683
Lease termination income — 20 — 98 13 2 — — — 133
Income from property operations $ 4935 $ 15965 $ 792 $ 13,319 $§ 3592 $§ 4,846 $ 1,220 § 784 $§ — $ 45453
Total assets as at December 31, 2009 $181,027 $716,276 $ 41,692 $579,849 $197,280 $220,309 $44,210 $178,292 $ — $2,158,935
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(1) Operations include income from the Trust’s equity investment in real estate for the three months ended March 31, 2010 and 2009

as follows:

Three months ended March 31
(Thousands of dollars) 2010 2009
Property net operating income $ 1,308 $ 1,302

Amortization of leasing costs on acquisition of property and intangible assets on
acquisition of property (358) (1,099)
Amortization of buildings (288) (286)
Amortization of leasing commissions (1) —
Amortization of tenant improvements (7) —
Interest expense (600) (583)
Income (loss) from equity investment in real estate $ 54 ($ 666)

Segmented assets include an equity investment in real estate as at March 31, 2010 and December 31, 2009 as follows:

(Thousands of dollars) March 31, 2010 December 31, 2009
ASSETS
Real estate assets
Income properties $ 72467 $ 72872
Leasing commissions 81 72
Intangible assets 7,564 7,756
80,112 80,700
Cash and cash equivalents 1,439 929
Accounts receivable — 439
Accrued straight-line rent receivable 472 420
Other assets 1,959 2,325
83,982 84,813
LIABILITIES
Mortgage payable 42,085 42,062
Accounts payable and accrued liabilities 712 1,190
42,797 43,252
Equity investment in real estate $ 41,185 $ 41,561

(2) Provides for the elimination of income and expense items related to Note (1) above to reconcile to the consolidated income and
expense items of the Trust.

A reconciliation of the statement of income line items noted above to net income is not considered necessary
as all other line items on the face of the Consolidated Statements of Income are not allocated by the Trust to
defined segments.

COMMITMENTS AND CONTINGENCIES

(a) Letters of Credit
As of March 31, 2010, the Trust had issued letters of credit in the amount of $0.7 million (December 31,
2009 — $0.8 million).

(b) Expansion Lands, Acquisitions, Redevelopments and Mortgage Commitments

The Trust’s estimated commitments in respect of certain development projects and other commitments
are as follows:

(Thousands of dollars) 2010 Thereafter Total
Retail intensification $ 1,509 $ — $ 1,509
Future advances under mortgages receivable 1,100 — 1,100

$ 2,609 $ — $ 2,609
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(c)

(d)

Management believes that the Trust has sufficient cash flow, bank operating facilities, un-levered or
under-levered assets, office assets available for partial sale and non-core assets for sale to fund these
future commitments. In addition, the Trust has contingent commitments which are described in Note 7.

Guarantees

The Trust continues to guarantee certain debt assumed by purchasers in connection with past
dispositions of properties. These guarantees will remain until the debt is modified, refinanced or
extinguished. Credit risks arise in the event that the purchasers default on repayment of their debt since
they are guaranteed by the Trust. These credit risks are mitigated by the recourse which the Trust has
under these guarantees in the event of default by the purchaser, in which case the Trust would have a
claim against the underlying property. The estimated amount of debt subject to such guarantees, and
therefore the maximum exposure to credit risk, at March 31, 2010 is $79.9 million (December 31, 2009 -
$80.4 million), with an estimated weighted average remaining term of 4.8 years (December 31, 2009 —
5.0 years).

Legal Matters

The Trust is subject to various legal proceedings and claims that arise in the ordinary course of
business. These matters are generally covered by insurance. Management believes that the final
outcome of such matters will not have a material adverse effect on the financial position, results of
operations or liquidity of the Trust.

29. PENSION PLAN
The Trust has provided employees with a defined contribution pension plan. The Trust has incurred current
service costs in the amount of ninety eight thousand dollars for the three months ended March 31, 2010;
(three months ended March 31, 2009 — ninety two thousand dollars). No provision for future contributions is
required and there is no amortization of past service costs included in the current service costs.

30. SUBSEQUENT EVENTS

1.

Effective April 30, 2010, the Trust renewed the bank credit facility limited to $20.0 million, which matured
on April 30, 2010, for a further one-year term.

As at May 6, 2010, the Trust has arranged $79.9 million of new mortgage financings that are anticipated
to be funded in May 2010.
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