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Management’'s Responsibility for the Financial State ments

The consolidated financial statements and management’s discussion and analysis of results of operations and
financial condition are the responsibility of the management of the Trust. To fulfill this responsibility, the Trust
maintains a system of internal controls to ensure that its reporting practices and accounting and administrative
procedures are appropriate and provide assurance that relevant and reliable financial information is produced.
The consolidated financial statements have been prepared in conformity with Canadian generally accepted
accounting principles and, where appropriate, reflect estimates based on management’s best judgment in the
circumstances.

Deloitte & Touche LLP, the independent chartered accountants appointed by the Unitholders, have audited the
consolidated financial statements in accordance with Canadian generally accepted auditing standards to enable
them to express to the unitholders their opinion on the consolidated financial statements.

The consolidated financial statements have been further examined by the Board of Trustees and by its Audit
Committee. The Audit Committee meets with the auditors and management to review the activities of each, and
reports to the Board of Trustees. The auditors have direct and full access to the Audit Committee and meet with
the committee both with and without management present on a quarterly basis. The Board of Trustees, directly
and through its Audit Committee, oversees management responsibilities and is responsible for reviewing and
approving the financial statements.

Stephen E. Johnson Timothy P. McSorley
President and Chief Executive Officer Vice President and Chief Financial Officer
February 11, 2010
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Auditors’ Report

To the Unitholders of
Canadian Real Estate Investment Trust

We have audited the consolidated balance sheets of Canadian Redhkstdteent Trust as at
December 31, 2009 and 2008 and the consolidated statements of income, unitholdgm@shdqu
comprehensive income and cash flow for the years then ended. Theselfstatements are the
responsibility of the Trust's management. Our responsibility is to sxjam@ opinion on these financial
statements based on our audits.

We conducted our audits in accordance with Canadian generally acaagitag standards. Those
standards require that we plan and perform an audit to obtain reasonatde@ssvhether the financial
statements are free of material misstatement. An audit includeénéxg, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. Answigitides assessing the
accounting principles used and significant estimates made by magagesiwell as evaluating the
overall financial statement presentation.

In our opinion, these consolidated financial statements present fiaidy material respects, the financial
position of the Trust as at December 31, 2009 and 2008 and the results of iisrmparal its cash flows
for the years then ended in accordance with Canadian generally adcaegbenting principles.

Chartered Accountants
Licensed Public Accountants
February 10, 2010
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Consolidated Balance Sheets
As at December 31, 2009

(Thousands of dollars) 2009 2008
ASSETS
Real estate assets
Income properties (Note 4) $ 1,823,923 $ 1,868,686
Properties under development (Note 6) 20,740 6,585
Equity investment in real estate (Note 7) 41,561 44,689
Leasing commissions (Note 8) 8,313 8,261
Intangible assets (Note 9) 35,590 37,884
Mortgages receivable (Note 10) 165,376 154,106
Notes receivable (Note 11) — 15,566
2,095,503 2,135,777
Cash and cash equivalents (Note 12) 5,192 5,452
Accounts receivable (Note 13) 12,878 14,164
Accrued straight-line rent receivable 21,058 18,296
Other assets (Note 14) 24,304 21,949
$ 2,158,935 $ 2,195,638
LIABILITIES
Mortgages payable (Note 16) $ 1,136,752 $ 1,148,366
Debentures payable (Note 17) 24,866 24,827
Bank loans (Note 18) 69,960 179,643
Bank credit facility (Note 19) 11,145 35,514
Notes payable (Note 20) — 15,566
Accounts payable and other liabilities (Note 21) 62,483 69,478
Intangible liabilities (Note 9) 16,378 16,613
Future income tax liability (Note 25) 71,120 73,777
1,392,704 1,563,784
UNITHOLDERS' EQUITY
Unitholders’ equity (Note 23) 766,231 631,854
$ 2,158,935 $ 2,195,638

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

Approved by the Trustees:

John H. Clappison, FCA John A. Brough, CA
Trustee Trustee
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Consolidated Statements of Income
Years ended December 31, 2009 and 2008

(Thousands of dollars except per Unit amounts) 2009 2008
REVENUES
Property rental revenue (Note 24) $ 312,318 $ 295,735
Interest income 14,337 13,170
Fee income 2,845 2,916
Lease termination income 302 1,320
329,802 313,141
EXPENSES
Property operating expenses 45,477 43,646
Realty taxes 53,555 51,368
Property administrative expenses 9,894 9,414
Property management fees 597 563
Amortization of income properties (Note 5) 55,802 53,185
Amortization of leasing commissions 2,120 2,017
Amortization of intangible assets on acquisition of properties 4,445 4,383
Interest expense (Note 22) 70,419 69,087
General and administrative 3,119 2,744
245,428 236,407
Income before equity investment in real estate, gai n on disposition of property,
foreign currency translation loss, income tax and d iscontinued operations 84,374 76,734
(Loss) income from equity investment in real estate (Note 7) (697) 2,109
Income before the undernoted 83,677 78,843
Gain on disposition of property (Note 27) 8,055 45
Foreign currency translation loss (688) (662)
Income before income tax (recovery) expense 91,044 78,226
Income tax (recovery) expense (Note 25)
Current 514 488
Future (2,499) 10,139
(1,985) 10,627
Income from continuing operations 93,029 67,599
Discontinued operations  (Note 28)
Income from discontinued operations 494 1,291
Gain on disposition of properties 23,875 —
24,369 1,291
NET INCOME $117,398 $ 68,890
Basic and diluted income per Unit  (Note 26)
Continuing operations $ 1.43 $ 111
Discontinued operations 0.38 0.02
Net income $ 1.81 $ 1.13

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

Comprehensive Income

Years ended December 31, 2009 and 2008

(Thousands of dollars) 2009 2008
DErICIT

Balance at beginning of year ($ 140,098) ($ 125,990)

Net income 117,398 68,890

Distributions (88,537) (82,065)

Restricted Unit Plan — excess of price over book value of units repurchased (Note 23) (507) (933)

Balance at end of year (111,744) (140,098)
ACCUMULATED OTHER COMPREHENSIVE LOSS

Balance at beginning of year (7,914) (908)

Other comprehensive income (loss) 4,702 (7,006)

Balance at end of year (3,212) (7,914)
TOTAL DEFICIT AND ACCUMULATED OTHER COMPREHENSIVE LOSS (114,956) (148,012)
TRUST UNITS

Balance at beginning of year 779,866 768,670

Subscriptions 105,314 10,995

Issue costs, net of taxes of $0.8 million (3,712) 19

Restricted Unit Plan — units repurchased (Note 23) (850) (870)

Restricted Unit Plan — units issued (Note 23) 569 1,052

Balance at end of year 881,187 779,866
UNITHOLDERS' EQUITY AT END OF THE YEAR $ 766,231 $ 631,854
(Thousands of dollars) 2009 2008
COMPREHENSIVE INCOME

Net income $ 117,398 $ 68,890

Unrealized gain (loss) on cash flow hedges of interest rate risk (net of taxes of

$1.0 million for the year ended December 31, 2009; $1.4 million for the year
ended December 31, 2008) 5,827 (7,126)

Unrealized foreign currency translation loss (1,296) (6)

Reclassification of foreign currency translation losses to income 171 126
OTHER COMPREHENSIVE INCOME (LOSS) 4,702 (7,006)
TOTAL COMPREHENSIVE INCOME $ 122,100 $ 61,884
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Consolidated Statements of Cash Flow
Years ended December 31, 2009 and 2008

(Thousands of dollars) 2009 2008
NET INFLOW (OUTFLOW) OF CASH RELATED TO THE FOLLOWI NG ACTIVITIES:
OPERATING
Income from continuing operations $ 93,029 $ 67,599
Iltems not affecting cash
Amortization of income properties 55,802 53,185
Gain on disposition of property (8,055) (45)
Future income tax (recovery) expense (2,499) 10,139
Amortization of leasing commissions 2,120 2,017
Amortization of intangible assets on acquisition of properties 4,445 4,383
Amortization of value of above- and below-market leases (1,369) (1,326)
Changes in tenant receivables, net of allowance for doubtful accounts 1,906 1,728
Changes in straight-line rent receivables (3,222) (2,568)
Foreign currency translation loss 688 662
Changes in non-cash interest expense 425 1,153
Loss (income) from equity investment in real estate 697 (2,109)
Changes in other non-cash operating items (85) (8,065)
Additions to leasing commissions (2,487) (2,889)
Discontinued operations 3,486 2,729
Total operating activities 144,881 126,593
FINANCING
Proceeds of new mortgage financing and bank loans, net of issue costs 107,720 322,643
Mortgage principal repayments (29,310) (25,767)
Discharge of mortgages (47,531) (15,618)
Debenture repayment — (35,000)
Net proceeds from issue of new Units 95,919 606
Distributions to Unitholders, net of reinvested distributions (82,943) (71,657)
Restricted Unit Plan (1,357) (1,765)
Proceeds of bank credit facility 11,145 97,238
Bank credit facility repayments (145,001) (147,900)
Repayment of notes payable (15,566) —
Proceeds from notes receivable 15,566 —
Discontinued operations (198) (394)
Total financing activities (91,556) 122,386
INVESTING
Additions to properties under development and expansions (2,490) (7,726)
Acquisition of properties (51,670) (224,571)
Equity investment in real estate — (8,072)
Distributions received from equity investment in real estate 2,431 45,862
Net proceeds from disposition of property 6,609 45
Additions to major maintenance costs (9,052) (8,564)
Additions to tenant improvements (4,350) (6,883)
Mortgages receivable advances (36,860) (41,746)
Mortgages receivable repayments 25,696 7,474
Changes in other assets (5,337) (3,254)
Discontinued operations 21,524 (751)
Total investing activities (53,499) (248,186)
Foreign exchange (loss) gain on cash held in foreig n currency (86) 92
(Decrease) increase in cash and cash equivalents (260) 885
Cash and cash equivalents, beginning of year 5,452 4,567
Cash and cash equivalents, end of year $ 5,192 $ 5,452
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SUPPLEMENTAL CASH FLOW DISCLOSURE

1.

On December 30, 2009, the Trust acquired a 50% interest in certain retail properties forming part of South
Edmonton Common Shopping Centre located in Edmonton, Alberta, at a price of $39.1 million with an
assumption of a mortgage payable in the amount of $5.7 million.

On October 1, 2009, the Trust disposed of its 100% interests in properties located at 45 West Wilmot Street,
Richmond Hill, Ontario, and 90 Nolan Court, Markham, Ontario, for a sales price of $24.0 million, with the
purchaser assuming the mortgages payable in the amount of $18.1 million.

On July 31, 2009, the Trust disposed of a 50% non-managing interest in its property located at 110 Yonge
Street, Toronto, Ontario, for a sales price of $21.8 million, with the co-owner assuming 50% of the mortgage
payable in the amount of $14.6 million.

On March 25, 2009, the Trust sold 1200 Burrard Street located in Vancouver, British Columbia, for $19.2
million, with the purchaser assuming the mortgage payable in the amount of $9.6 million.

On July 2, 2008, the Trust acquired the remaining 50% interest in an industrial portfolio located in Calgary,
Alberta, at a price of $41.8 million, paid partially by the repayment of a mortgage receivable in the amount of
$1.5 million.

On May 29, 2008, the Trust acquired 25 Cottrelle Boulevard, an industrial property located in Brampton,
Ontario, at a price of $33.5 million, funded partially by the repayment of a mortgage receivable in the amount
of $6.9 million.

On May 15, 2008, the Trust acquired 50% interests in 3961 — 106 Avenue South East and 10999 — 40 Street
South East, industrial properties located in Calgary, Alberta, at a price of $9.6 million, funded partially by the
repayment of a mortgage receivable in the amount of $3.0 million.

Cash interest paid during the year ended December 31, 2009 was $71.1 million (year ended December 31,
2008 - $70.6 million).

Cash income tax paid during the year ended December 31, 2009 was $0.4 million (year ended December 31,
2008 - $0.6 million).
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Notes to the Consolidated Financial Statements
December 31, 2009

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.

2. 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) Principles of Consolidation

The 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.

(b) Changes in Accounting Policies

(i) On January 1, 2009, the Trust adopted the new CICA Handbook Section 3064 — Goodwill and
Intangible Assets and the amendments to Section 1000 — Financial Statement Concepts, which
have been applied retrospectively with reclassification of certain balances in the comparative
period.

Section 3064 replaced Section 3062 — Goodwill and Other Intangible Assets and Section 3450 —
Research and Development Costs. One of the objectives of the new section and related
amendments is to reinforce the principles-based approach to the recognition of assets only in
accordance with the definition of an asset and the criteria for asset recognition. Costs that were
previously deferred pursuant to the matching concept and which do not otherwise meet the
definition of an asset must be expensed as incurred. Costs that meet the definition of an asset are
capitalized.
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Prior to January 1, 2009, major maintenance costs (previously “deferred recoverable costs” and
“deferred non-recoverable costs”), leasing commissions (previously “deferred leasing
commissions”) and leasing costs on acquisition of properties (previously “deferred leasing costs on
acquisitions of properties”) were included in the Consolidated Financial Statements as Deferred
Charges.

Management has performed an analysis of major maintenance costs and determined that these
costs meet the asset recognition criteria under the revised guidance described above. Major
maintenance costs are presented as a component of income properties on the Consolidated
Financial Statements and amortized accordingly. On the Statements of Cash Flow the related cash
flow activities are classified as investing.

(i) In September 2009, the Trust early adopted the CICA’s amendments to Section 3862 — Financial
Instruments — Disclosures. This Section has been amended to expand disclosure requirements
about fair value measurements of financial instruments. Specifically, fair value measurements
recognized on the Consolidated Balance Sheets will be classified based on a three-level fair value
hierarchy:

- 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.

For fair values classified as Level 3 measurements, a reconciliation from the beginning balances to
ending balances is required. Movements between the levels of the fair value hierarchy and the
reason for the movements are required to be disclosed. As well, the Section has been amended to
enhance liquidity risk disclosure in the financial statements. These amendments resulted in
additional disclosures as presented in Note 29.

(c) 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 December 31, 2009 and 2008.

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 December 31, 2009 and 2008.

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 December 31, 2009 and
2008.

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)

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.

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.

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.
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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
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

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

(f)

(9)

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

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.

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 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
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operations, financial position and disclosures will be assessed as part of the Trust's IFRS transition
project.

(h) 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 current 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
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.

(i) 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
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@)

(k)

()

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.

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.
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(m) Unit-Based Compensation Plan

(n)

(0)

The Trust has Unit-based compensation plans which are described in Note 23. 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.

Guarantees

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.

ACQUISITIONS
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 Retail 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
Common Shopping Centre, Edmonton, Alberta® Retall 30-Dec-09 39,067
$ 57,186
Q) 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
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Q) 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) (2,188) (286) (1,489)
Property under development — — 14,408 14,408
$ 6,671 $ 11,448 $ 39,067 $ 57,186

Income from the acquired properties is included in the Consolidated Statements of Income from the date of
acquisition.

Acquisitions of income property completed during the year ended December 31, 2008 consist of the
following:

Acquisition

Cost®

Date (Thousands of

Property Property Type Acquired dollars)

172 Chain Lake Drive, Halifax, Nova Scotia Retail 1-Feb-08 $ 1,882
3961 — 106 Avenue SE and 10999 — 40 Street SE,

Calgary, Alberta (50% interest) Industrial 15-May-08 10,079
25 Caottrelle Boulevard, Brampton, Ontario Industrial 29-May-08 34,110
11150 — 38 Street SE, 11133 — 40 Street SE,

3961 — 106 Avenue SE, 10999 — 40 Street SE and

10775 — 42 Street SE, Calgary, Alberta .

(50% interest not already owned) Industrial 2-Jul-08 42,244
Canadian Tire Portfolio®® Retail 5-Sep-08 139,329
Parcel of land beneath Sun Life Plaza — East Tower,

Calgary, Alberta (50% interest) Office 24-Oct-08 6,007
45 Akerley Boulevard, Dartmouth, Nova Scotia Office 28-Nov-08 1,933
181 Joseph Zatzman Drive, Dartmouth, Nova Scotia Development land 28-Nov-08 1,248

$ 236,832
Q) As at the date of acquisition.
2) The Trust acquired eight Canadian Tire retail stores located as follows:

30 Lamont Terrace, Dartmouth, Nova Scotia

855 Seminarie Blvd., St. Jean-sur-Richelieu, Quebec
705 Clemenceau Street, Beauport, Quebec

99 McEwan Drive, Bolton, Ontario

5201 Power Centre Blvd., Drayton Valley, Alberta
300 — 202 Veterans Blvd., Airdrie, Alberta

5402 Discovery Way, Leduc, Alberta

11969 — 200 Street, Maple Ridge, British Columbia
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Consideration paid for the assets acquired during the year ended December 31, 2008 is summarized as
follows:

11150-38 St. SE,

11133-40 St. SE, Parcel of
172 3961 — 106 3961-106 Ave. land 181

Chain Ave. SE 25 SE, Canadian beneath 45 Joseph
(Thousands Lake and 10999 Cottrelle 10999-40 St. SE, Tire  Sun Life Akerley  Zatzman
of dollars) Drive -40 St. SE Blvd 10775-42 St. SE  Portfolio Plaza Blvd Drive Total
Cash® $1882 $ 7,069 $ 27,185 $ 40,761 $139,329 $6,007 $1,933 $1,248 $225,414
Repayment
of
mortgages
receivable — 3,010 6,925 1,483 — — — — 11,418
Total $1,882 $ 10,079 $ 34,110 $ 42,244 $139,329 $6,007 $1,933 $1,248 $236,832

Q) Cash includes cash, bank loans and/or bank credit facility.

The allocation of the cost of the acquisitions during the year ended December 31, 2008 to the assets
acquired is summarized as follows:

11150-38 St. SE,

11133-40 St. SE, Parcel of
172 3961 —106 3961-106 Ave. land 181
Chain Ave. SE 25 SE, Canadian beneath 45 Joseph
(Thousands Lake and 10999 Cottrelle  10999-40 St. SE, Tire  Sun Life Akerley  Zatzman
of dollars) Drive - 40 St. SE Blvd 10775-42 St. SE  Portfolio Plaza Blvd Drive Total
Tangible
assets
Land $ 681 $ 2,436 $10,620 $ 11,308 $ 35,893 $ 6,007 $ 996 $ 1,248 $ 69,189
Buildings 946 7,399 20,992 30,541 74,815 — 937 — 135,630
Leasing
costs on
acquisition 179 216 386 3,464 22,239 — — — 26,484
Intangible
assets 76 321 2,161 1,722 6,382 — — — 10,662
Intangible
liabilities — (293) (49) (3,336) — — — — (3,678)
Future
income tax
liability — — — (1,455) — — — — (1,455)
$1,882 $ 10,079 $34,110 $ 42,244 $139,329 $ 6,007 $ 1933 $ 1,248 $236,832

Income from the acquired properties is included in the Consolidated Statements of Income from the date of
acquisition.
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4.

INCOME PROPERTIES

Income properties consist of the following:

(Thousands of dollars)

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
(Thousands of dollars) 2008

Accumulated

Cost Amortization Net Book Value

Freehold properties
Land $ 404,166 $ — $ 404,166
Buildings 1,478,425 203,645 1,274,780
1,882,591 203,645 1,678,946
Leasehold properties 83,288 8,149 75,139
Major maintenance costs 48,879 13,122 35,757
Tenant improvements 43,046 18,952 24,094
Leasing costs on acquisition of properties 66,857 12,107 54,750
$2,124,661 $ 255,975 $ 1,868,686

5. AMORTIZATION OF INCOME PROPERTIES
Amortization of income properties consists of the following:

(Thousands of dollars) 2009 2008
Buildings and leasehold properties $ 38,552 $ 37,418
Major maintenance costs 4,852 4,073
Tenant improvements 6,234 6,372
Leasing costs on acquisition of properties 6,164 5,322
$ 55,802 $ 53,185

6. PROPERTIES UNDER DEVELOPMENT
The Trust is currently expanding a retail property located in London, Ontario, and developing land adjacent
to an existing income property located in Prince Albert, Saskatchewan. 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 32 — 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 32 — 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 December 31, 2009 and December 31, 2008.

8. LEASING COMMISSIONS
Leasing commissions consist of the following:

(Thousands of dollars) 2009
Accumulated

Cost Amortization Net Book Value
Leasing commissions $ 13,734 $ 5421 $ 8,313
(Thousands of dollars) 2008

Accumulated

Cost Amortization Net Book Value

Leasing commissions $ 13,657 $ 5,396 $ 8,261

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

(Thousands of dollars) 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 $ 4,976 $ 16,378
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10.

11.

(Thousands of dollars) 2008
Accumulated

Cost Amortization Net Book Value
Intangible assets

Value of above-market leases $ 3,954 $ 1,024 $ 2,930
Value of in-place leases 24,057 6,832 17,225
Value of tenant relationships 22,815 5,086 17,729
$ 50,826 $ 12,942 $ 37,884

Intangible liabilities
Value of below-market leases $ 20,031 $ 3,418 $ 16,613

MORTGAGES RECEIVABLE

Mortgages receivable include transaction costs and fees, and represent amounts advanced under
mezzanine loan, joint venture financing and other arrangements which are subordinated to prior charges.
The weighted average effective interest earned on mortgages receivable is 8.22% (December 31, 2008 —
8.84%) and the weighted average term to maturity is 1.41 years (December 31, 2008 — 1.89 years). Future
repayments are as follows:

(Thousands of dollars)

2010 2011 2012 2013 2014 Thereafter Total

$ 127,251 $ 962 $ 15,459 $ 8,984 $ — $ 12,720 $ 165,376

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 December 31, 2009, the Trust had $165.4 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. During the third quarter of 2009, the
Trust renegotiated the security encumbered in the mezzanine financing agreement with the single private
entity. As part of the renegotiation, the Trust 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 December 31, 2009 and December 31, 2008.

NOTES RECEIVABLE

Notes receivable represent the Trust's proportionate share in notes receivable held by limited partnerships,
in which the Trust owns a 50% interest, and bear interest at 4.5% per annum for periods up until June 15,
2009 and 2.5% thereafter. As at December 31, 2009, the notes receivable were nil (December 31, 2008 -
$15.6 million), as they were fully repaid on November 30, 2009.
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12.

13.

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) 2009 2008

Rents receivable, net of allowance $ 2,248 $ 3,768

Deferred rent receivable 1,642 2,096

Accrued recovery income 2,844 2,487

Other amounts receivable 6,144 5,813
$ 12,878 $ 14,164

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 4.7% of gross rental revenues;
and

- conducting appropriate credit assessments in respect of leasing.

Bad debt write-offs were $0.8 million in 2009 and a negligible amount in 2008. 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 December 31, 2009 was $0.9 million, and $0.3
million at December 31, 2008. 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) 2009 2008
Less than 30 days $ 800 $ 1,138
Between 31 and 60 days 240 690
Between 61 and 90 days 170 443
Between 91 and 120 days 398 199
More than 120 days 1,497 1,597

$ 3,105 $ 4,067

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.

CREIT — FINANCIAL STATEMENTS — YEAR ENDED DECEMBER 31, 2009 — Page 25



14. OTHER ASSETS

Other assets consist of the following:

(Thousands of dollars) 2009 2008
Prepaid taxes $ 2,054 $ 1,848
Prepaid insurance 1,236 1,106
Security for mortgage defeasance — 1,674
Deferred Restricted Unit Plan compensation costs 1,324 1,584
Prepaid other 1,759 1,443
Restricted cash 288 875
Deposits on land 17,336 13,062
Furniture, fixtures and equipment net of accumulated amortization
of $332 (2008 - $415) 307 357
$ 24,304 $ 21,949

15. CO-OWNERSHIPS AND JOINT VENTURES

16.

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

(Thousands of dollars) 2009 2008
Assets $ 702,655 $ 682,902
Liabilities 439,020 427,148
Revenues 109,911 109,287
Expenses 85,123 84,311
Net income 24,788 24,976
Cash flow from (applied to):

Operating activities 44,665 39,272

Financing activities 25,536 (16,307)

Investing activities (54,187) 12,643

The Trust is contingently liable for the obligations of its associates in certain co-ownerships in the amount of
$319.2 million (December 31, 2008 - $305.4 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, 2008 — 5.64%) 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.

As at December 31, 2009, the mortgage obligation secured by a U.S. property was nil (December 31, 2008 —
US$ 25.3 million, C$30.8 million, bearing interest at a rate of 5.07%), as it was fully repaid on December 21,
2009. Also included in mortgages payable is $3.9 million (December 31, 2008 - $4.7 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.
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17.

18.

19.

20.

21.

22.

The mortgages are repayable as follows:

(Thousands of dollars)
2010 2011 2012 2013 2014 Thereafter Total
$ 91,500 $ 147,375 $ 132,437 $ 123,891 $ 201,867 $ 439,682 $ 1,136,752

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

(Thousands of dollars) 2009 2008
Series B senior, unsecured, maturity of May 21, 2013, bearing interest at 5.31% per
annum, payable semi-annually $ 24,866 $ 24,827
BANK LOAN

The Trust has a variable rate bank loan in the amount of $70.0 million (December 31, 2008 — $179.6 million)
which matures in May 2010. This loan is secured by a mortgage on one property. As at December 31,
2009, the weighted average interest rate on this loan was 1.65% (December 31, 2008 — 2.86%).

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 December
31, 2009, a total of $11.1 million in Canadian funds had been drawn (December 31, 2008 — a total of
$35.5 million, including U.S. $9.4 million). As at December 31, 2009, the weighted average interest rate on
amounts drawn under the credit facility was 3.37% (December 31, 2008 — 3.91%).

NOTES PAYABLE

In 2005, the Trust acquired a 50% interest in limited partnerships which own retail properties. The notes
payable, bore interest at 4.5% for periods until June 15, 2009 and 2.5% thereafter and represented amounts
due from the Trust to the partnerships in connection with the acquisition. As at December 31, 2009, the
notes payable were nil (December 31, 2008 - $15.6 million), as they were fully repaid on November 30,
2009.

ACCOUNTS PAYABLE AND OTHER LIABILITIES

(Thousands of dollars) December 31, 2009 December 31, 2008
Accounts payable $ 11,357 $ 9,847
Accrued liabilities 21,299 20,063
Distributions payable 7,623 6,922
Prepaid and security deposits 9,160 10,148
Deposits payable on land 8,034 10,043
Deferred liabilities 3,196 3,738
Designated hedging derivative liabilities at fair value 1,814 8,717

$ 62,483 $ 69,478

INTEREST INCURRED ON DEBT

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

(Thousands of dollars) 2009 2008
Interest expensed on mortgages, debentures, notes payable, and bank loan $ 70,419 $ 69,087
Interest capitalized to properties under development 6 47
Total interest incurred during the year $ 70,425 $ 69,134
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23. UNITHOLDERS' EQUITY

(&) Units Issued and Outstanding

2009 2008
Balance, beginning of year 61,098,576 60,672,754
Issued for cash 4,968,875 17,846
Issued for reinvested distributions 219,591 402,976
Unit options exercised — 5,000
Balance, end of year 66,287,042 61,098,576

(b) Equity Issue
On April 7, 2009, the Trust completed an equity issue of 4,950,750 units which resulted in gross
proceeds of $100.0 million.

(c) 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.

(d) 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 patrticipated 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 $1,000, 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 56,929 Units have been issued as of
December 31, 2009 (December 31, 2008 — 45,372 units).

(e) Cash Distributions

Pursuant to the Declaration of Trust, income of the Trust is distributed on each Distribution Date in
amounts determined by the Trustees, provided that the amount due and payable in any year shall not be
less than the amount necessary to ensure that the Trust will not be liable to pay income tax under Part 1
of the Income Tax Act.

(Thousands of dollars) 2009 2008
Cash distributions paid or payable $ 88,537 $ 82,065
Cash distribution required to ensure that Trust is not liable to pay

income tax under Part 1 of the Tax Act 75,200 69,357
Amount of discretionary cash distribution $ 13,337 $ 12,708

24. PROPERTY RENTAL REVENUE
Included in property rental revenue are recoveries from tenants for the year ended December 31, 2009 in the
amount of $104.0 million (year ended December 31, 2008 - $100.4 million), which represents the recovery of
common area maintenance costs, real estate taxes and other recoverable costs.
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25.

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 Illinois 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
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 Sh  eets

Year ended December 31

(Thousands of dollars) 2009 2008
Taxes effected by temporary differences between accounting and tax basis of:

Real estate investments in Canada $ 68,731 $ 71,097
Real estate investments in the United States 2,389 2,680
Future income taxes $ 71,120 $ 73,777

Components of Income Taxes on the Statements of Inc  ome

Year ended December 31

(Thousands of dollars) 2009 2008
Current income taxes at US federal and lllinois State statutory rate $ 514 $ 488
Future income taxes at US federal and lllinois State statutory rate 83 150
Decrease in future income taxes resulting from a change in provincial tax rates on

November 16, 2009 (7,361) —
Increase in future income taxes resulting from a change during the year in

temporary differences expected to reverse after 2010 4,779 9,989
Income tax (recovery) expense ($ 1,985) $ 10,627

During the year ended December 31, 2009, the Trust recovered $2.5 million in future income taxes, resulting
from decreases in provincial tax rates applied and property dispositions that occurred in 2009. The net
future income tax liability is determined by applying a tax rate of 28.3% to the temporary differences
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26.

27.

28.

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. The following table provides the
reconciliation between the weighted average number of Units used to calculate basic and diluted net income
per Unit.

2009 2008
Weighted average number of Units 64,882,310 60,904,228
Effect of dilutive Unit options — 623
Weighted average number of diluted Units outstanding 64,882,310 60,904,851

No options to purchase Units are outstanding, therefore no options have been excluded from the diluted
calculation for the years ended December 31, 2009 and 2008.

GAIN ON SALE OF PROPERTY

On July 31, 2009, the Trust disposed of a 50% interest in its property located at 110 Yonge Street, Toronto,
Ontario, for a sale price of $21.8 million. The Trust continues to manage the property on behalf of the co-
ownership.

DISCONTINUED OPERATIONS

On March 25, 2009, the Trust disposed of its 100% interest in 1200 Burrard Street, Vancouver, British
Columbia, for a sales price of $19.2 million. The Trust remains as guarantor on the related mortgage
assumed by the purchaser until the mortgage is modified, refinanced or extinguished. Refer to Note 32 —
Commitments and Contingencies for a detailed description of the Trust's guarantees.

On September 30, 2009, the Trust disposed of its 100% interest in 951 Denison Street, Markham, Ontario,
for a sales price of $6.0 million.

On October 1, 2009, the Trust disposed of its 100% interests in properties located at 45 West Wilmot Street,
Richmond Hill, Ontario, and 90 Nolan Court, Markham, Ontario, for a sales price of $24.0 million. The Trust
remains as guarantor on the related mortgage assumed by the purchaser until the mortgage is modified,
refinanced or extinguished. Refer to Note 32 — Comments and Contingencies for a detailed description of
the Trust’s guarantees.

On December 15, 2009, the Trust disposed of its 100% interest in 705—725 Belfast Road, Ottawa, Ontario
for a sales price of $4.6 million.

The operating results of these properties have been reclassified as discontinued operations to comply with
the disclosure requirements of CICA Handbook Section 3475 — Disposal of Long-Lived Assets and
Discontinued Operations.
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Statements of Income

Year ended December 31

(Thousands of dollars) 2009 2008
Revenues
Property rental revenue $ 3,888 $ 6,582
Expenses
Property operating expenses 956 1,428
Realty taxes 674 991
Amortization of leasing commissions 72 79
Amortization of income properties 899 1,385
Interest expense 793 1,408
3,394 5,291
Income before the undernoted 494 1,291
Gain on disposition of properties 23,875 —
Income from discontinued operations $ 24,369 $ 1,291

Statements of Cash Flow

Year ended December 31

(Thousands of dollars) 2009 2008
NET INFLOW (OUTFLOW) OF CASH RELATED TO THE FOLLOWI NG ACTIVITIES
OPERATING
Net income $ 24,369 $ 1,291
Iltems not affecting cash
Amortization of income properties 899 1,385
Gain on disposition of properties (23,875) —
Amortization of leasing commissions 72 79
Changes in tenant receivables, net of allowance for doubtful accounts (59) 111
Changes in straight-line rent receivables (26) (52)
Changes in non-cash interest expense 49 11
Changes in other non-cash operating items 2,102 (25)
Additions to leasing commissions (45) (71)
Total operating activities 3,486 2,729
FINANCING
Mortgage principal repayments (198) (394)
Total financing activities (198) (394)
INVESTING
Net proceeds from disposition of properties 21,907 —
Additions to major maintenance costs (180) (508)
Additions to tenant improvements (225) (247)
Changes in other assets 22 4
Total investing activities 21,524 (751)
Increase in cash and cash equivalents from disconti nued operations $ 24,812 $ 1,584

29. 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:
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(a) Interest Rate Risk

(b)

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 December 31, 2009 would have been 100 basis points higher or lower, calculated on all debts
maturing over the next 24 months, with all other variables held constant:

(Thousands of dollars) Impact on net income
Bank loans $ 700
Bank credit facility 111
Mortgages coming due 1,823

$ 2,634

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 December 31, 2009, the Trust has 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 $1.8 million (December 31, 2008 —
$8.7 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 December 31, 2009, the Trust has no outstanding
bond forward contracts. As at December 31, 2008, the Trust had an outstanding bond forward contract
for a notional amount of $35.4 million.

Credit Risk

Credit risks relate to mortgages receivable, notes receivable and accounts receivable. Refer to Notes
10, 11 and 13 for Management’s assessment of each receivable’s credit risks and the actions taken to
mitigate them.
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(c) 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) December 31, 2009
Contractual
Cash
Flows®™ 2010 2011 2012 2013 2014  Thereafter
Mortgages payable $1,417,211 $153,551 $202,231 $179,833 $162,978 $232,016 $486,602
Debentures payable — Series B 29,541 1,329 1,329 1,329 25,554 — —
Bank loans 70,481 70,481 — — — — —
Bank credit facility 13,402 376 376 376 376 376 11,522
Total $1,530,635 $225,737 $203,936 $181,538 $188,908 $232,392 $498,124

(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 Thereafter Total

$ — $ — $872 $ — $ 275 $ 667 $1,814
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FAIR VALUES

(Thousands of dollars) December 31, 2009 December 31, 2008
Carrying Carrying
Value Fair Value Value Fair Value

FINANCIAL ASSETS

Cash and cash equivalents $ 5,192 $ 5192 $ 5,452 $ 5,452
Mortgages receivable 165,376 165,376 154,106 154,106
Notes receivable — — 15,566 15,566
FINANCIAL LIABILITIES
Mortgages payable $1,136,752 $1,140,350 $1,148,366 $1,171,572
Bank loans 69,960 69,960 179,643 179,643
Bank credit facility 11,145 11,145 35,514 35,514
Notes payable — — 15,566 15,566
Debentures payable 24,866 24,512 24,827 20,690
Deposits on land payable 8,034 8,016 10,043 10,121
Liabilities of designated hedging derivative instruments 1,814 1,814 8,717 8,717

The fair value hierarchy of financial instruments measured at fair value on the Consolidated Balance Sheets
is as follows:

(Thousands of dollars) December 31, 2009 December 31, 2008

Level 1 Level 2 Level 3 Level 1 Level 2 Level 3

FINANCIAL ASSETS
Cash and cash equivalents $5192 $ — $ — $5452 $ — $ —
FINANCIAL LIABILITIES

Liabilities of designated hedging derivative instruments — 1,814 — — 8,717 —

30. 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, 