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R E P O R T

Primaris REIT is Canada’s only enclosed
shopping centre focused REIT, with
ownership interests primarily in dominant
enclosed shopping centres in growing
markets. The portfolio totals 11.5 million
square feet and is valued at
approximately $3.2 billion at Primaris’
share. Economies of scale are achieved
through its fully internal, vertically
integrated, full-service national
management platform. Primaris REIT is
very well-capitalized and is exceptionally
well positioned to take advantage of
market opportunities at an extraordinary
moment in the evolution of the Canadian
retail landscape.

ABOUT PRIMARIS REIT

Property on cover:  St Albert Centre,  
St Albert ,  Alberta

ABOUT FORWARD LOOKING STATEMENTS DISCLAIMER :  This document includes statements that are forward-looking because they are based on
management’s expectat ions about the future – they are not histor ical  facts.  Forward-looking statements include statements regarding Primaris REIT's
future plans,  including development projects,  the expected yield on cost from the Trust ’s  development propert ies,  management’s expectat ions regarding
future intensif icat ion opportunit ies including the t iming of  approvals for  re-zoning and site plan appl icat ions,  the impact of  the COVID-19 pandemic,
abatement expenses and recoveries,  market growth,  and other statements.  Forward-looking statements general ly  can be ident i f ied by words such as
“out look”,  “object ive” ,  “may”,  “wi l l” ,  “expect” ,  “ intend”,  “est imate”,  “ant ic ipate” ,  “bel ieve”,  “should”,  “plans”,  “project” ,  “budget” or  “cont inue” or  s imi lar
expressions suggest ing future outcomes or events.  Such forward-looking statements ref lect  Pr imaris REIT’s current bel iefs and are based on information
current ly avai lable to management.  For more information and a caut ion about using forward-looking information,  see the Forward-Looking Statements
Disclaimer sect ion in the MD&A.

NON-GAAP FINANCIAL MEASURES: Certain financial measures in this document, including, but not limited to, FFO, NAV, NOI, and Adjusted EBITDA are not defined
terms under GAAP, therefore are not a reliable way to compare us to other entities. Non-GAAP measures in this document are denoted by the suffix “**”. See the
Non-GAAP Financial Measures section in the MD&A. 
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Primaris Strategic Advantage

BUILT FOR THE NEW RETAIL LANDSCAPE

Primaris REIT is exceptionally well positioned to participate in the recovery of
the Canadian enclosed shopping centre industry, with a differentiated financial
model, gold-standard governance, a fully-internal, specialized management
platform and a portfolio of well-maintained, well-located shopping centres
across Canada with meaningful occupancy improvement potential. 

RETAILER AFFORDABILITY THROUGH 
ACTIVE MANAGEMENT

CONSOLIDATION OF RETAIL ASSETS IN A MARKET
WITH LIMITED INSTITUTIONAL COMPETITION 

DISCIPLINED CAPITAL ALLOCATION ACROSS
INVESTMENT OPPORTUNITIES

OUR STRATEGY FOCUSES ON THREE TACTICAL PILLARS:
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PMZ
BY THE NUMBERS

$3.2B
Total Assets

35
Properties

2,400+
Tenants 

28.4%
Debt to Total Assets

SF11.5M
Gross Leasable Area

As early as 2018, management began the planning
and design of Primaris REIT, starting from the
enviable position of a blank slate. We had the
opportunity to choose optimal characteristics
consistent with industry best practices and investor
preferences.
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Tenant Mix
BY % OF GROSS RENT

TOP 20 CREDITWORTHY TENANTS

DOMINANT SHOPPING 
CENTRES IN 
GROWING MARKETS

Primaris stands uniquely in the property landscape with institutional
scale, as the 3rd largest owner operator of enclosed centres in Canada, a
differentiated financial model and a mandate for growth. 
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The names noted above may be the names of  the parent ent i t ies and are not necessar i ly  the covenants under the leases.
Weighted Average Lease Term ("WALT") .

1.
2.

PERSONAL SERVICES 15%
GROCERY/

PHARMACY 11%

APPAREL 20%

GENERAL MERCHANDISE 11%

LARGE FORMAT
FASHION 12%

LARGE FORMAT NON-
FASHION 9%

FOOD 8%

OTHER 13%



I t  is  with great pleasure that we pen this
inaugural  letter to unitholders fol lowing the
formation of Primaris REIT on December 31,
2021. In it  we outl ine the strategic direction
of our REIT,  describe our market posit ioning
and the t iming of our formation,  and establ ish
the beginning of a pattern of clear,
transparent communication about the REIT’s
business.

Our strategy and business are c lear and
focused.  Pr imaris REIT is  a ful ly  independent,
internal ly  managed owner and ful l-service
operator of  enclosed shopping centres in
Canada.  Our best- in-class management
platform provides scarce and special ized asset
and property management services.  We plan to
leverage this unique capabi l i ty to del iver
optimal  operat ing and f inancial  performance
from our exist ing portfol io of  market-dominant
enclosed shopping centres,  generate
management fee income from joint  venture
partners,  and capital ize on market
opportunit ies to consol idate the ownership of
top-qual i ty shopping centres in Canada that
require our special ized management
capabi l i t ies.  There is  current ly very l imited
inst i tut ional  competit ion for  these assets from
integrated owner-operators with the scale and
financial  capacity of  Pr imaris REIT.

high occupancy and r is ing rents.  During this
per iod investment enthusiasm for mal ls  was
strong,  asset pr ic ing was high.  There was
substant ia l  capital  invested into shopping
centres and their  ownership in Canada
consol idated with large inst i tut ional  owners.  

In ear ly 2015 this euphoric per iod for  enclosed
shopping centres ended when Target Canada
declared bankruptcy and announced plans to
close al l  133 locat ions.  This marked the
beginning of  an era of  department store c losures
and re-tenanting in Canada,  with Sears Canada
fol lowing suit  in 2018,  leaving only the
Hudson’s Bay Company among conventional
department stores in Canada – our 14th largest
tenant.  In it ia l ly ,  fo l lowing a decade-long per iod
of strong tenant demand for space,  Target ’s
closure excited landlords as they took back low-
rent space and had high hopes of  captur ing
signif icant ly higher rents.

However,  department store c losures coincided
with the onset of  e-commerce headwinds.  Many
thinly capital ized retai lers struggled to respond
to the need for  an e-commerce presence.
Technology was not a core competency of  most
retai lers ,  who had employed l imited technology
in their  businesses to that point .  With
signif icant costs and chal lenges of  effect ively
executing omni-channel  retai l ing,  most retai lers
curtai led expansion plans,  whi le others
succumbed to the f inancial  costs of  fa i led omni-
channel  investments,  just  as s izeable former
department store space became avai lable,
negatively impact ing the operat ing and f inancial
performance of  enclosed retai l  propert ies.

The arr ival  of  the COVID-19 pandemic in ear ly
2020 had a further profound impact on the
already weakened Canadian enclosed shopping
centre industry,  with mandated closures in
several  jur isdict ions,  and capacity constraints in
others.  

Whi le the immense human tol l ,  economic
impacts and disruption of  societal  norms are
beyond debate,  there were two signif icant ways
in which the pandemic improved the out look for
the enclosed shopping centre industry.

Background to the Opportunity
We are in the unique posit ion of  introducing
the publ ic  markets to a “new REIT” with a 20-
year track record of  strong operat ing
performance at  an important point  of  inf lect ion
in the industry.  I t  has been nearly a decade
since Canadian publ ic  equity investors have
closely fol lowed and evaluated a Canadian
enclosed shopping centre focused REIT;  a
decade ful l  of  headwinds and chal lenging
investment returns.  In this regard,  our t iming
is excel lent ,  but also requires quite a bit  of
investor engagement and work.  

The per iod between 2005 and 2015 was a
robust ,  expansionary t ime for  enclosed
shopping centres,  character ized by retai lers
aggressively increasing store counts and
pursuing top-l ine revenue growth,  

LETTER TO OUR
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Advantage of a Blank Slate
First ly ,  whi le retai ler  bankruptcies and store
closures were cost ly for  landlords,  the result ing
overal l  f inancial  health of  the remaining tenant
base is  the strongest witnessed in over a
decade.  Substant ia l ly  a l l  s ignif icant tenants
previously struggl ing had the opportunity to
restructure or  c lose.

Secondly,  the pandemic sharply accelerated e-
commerce adoption and market penetrat ion,
pul l ing forward several  years of  what would
have otherwise remained more gradual  growth.
This accelerat ion coincided with a much more
technological ly  savvy retai l  industry that had
spent 5 years learning about omni-channel
retai l ing and brought much greater focus,
investment and integrat ion of  technology into
retai ler  business plans.

Today,  the col lect ive learned experience of  the
retai l ing industry has concluded that br icks and
mortar retai l  stores anchor a successful  omni-
channel  retai l  p latform. While we can’t  point  to
one single element,  the reasons include customer
acquisit ion and experience,  brand loyalty ,  last
mi le del ivery and fulf i l lment,  and proximity to
residentia l  rooftops.  Consumer-centr ic ,  omni-
channel  retai l ing reveals a compl imentary
relat ionship between br icks and mortar and e-
commerce retai l ing,  supported by c lear data
showing effect ive offer ings in each channel
support  stronger sales in each adjacent channel .

Fol lowing several  years of  headwinds,  the
current c ircumstances for  mal l  ownership are
very favourable,  with a s ignif icant opportunity to
improve occupancy,  rent and values from current
depressed levels .  The retai ler  tenant base is
healthy,  and has accelerated omni-channel
retai l ing adaptat ion.  Ris ing inst i tut ional
al locat ions to mult i-residentia l ,  industr ia l ,  l i fe
sciences off ice space and data centres,  have led
to very l imited competit ion among inst i tut ions
for enclosed shopping centres,  as inst i tut ions
rebalance portfol ios.

As early as 2018, management began the
planning and design of Primaris REIT,  start ing
from the enviable posit ion of a blank slate.  

As the plan took shape,  we had the opportunity
to choose optimal  character ist ics consistent
with industry best pract ices and investor
preferences.

First ly ,  our f inancial  model .  Acknowledging both
the c lear preference publ ic  investors have for
REITs with conservat ive f inancial  models,  and
the recent enclosed shopping centre headwinds,
Pr imaris was designed with the lowest leverage
among Canadian REITs,  with 5.3x debt to
EBITDA** and 28% debt to total  assets,  as wel l
as a low 45%-50% target FFO** payout rat io .  

This highly different iated f inancial  model  a l lows
the REIT to re-invest $60 mi l l ion per year back
into the business,  after  paying distr ibut ions and
funding ordinary leasing and capital
maintenance costs,  on a leverage neutral  basis .  

Secondly,  scale.  Management executed the
acquisit ion of  6 addit ional  shopping centres for
$800 mil l ion,  concurrent with the formation of
the REIT,  helping Primaris REIT achieve a cr i t ical
mass of  $3.2 bi l l ion of  assets aggregating 11.5
mil l ion sq.ft  of  gross leasable area.  The enclosed
mal l  business is  a scale business for  a var iety of
reasons.  From an operat ional  standpoint ,
numerous locat ions make Primaris more relevant
and important to our retai ler  tenants.
Special ized management is  best achieved
through a ful ly- internal ized,  vert ical ly-
integrated property and asset management of
large portfol ios.  As a publ ic ly traded ent ity ,
reaching inst i tut ional  scale provides suff ic ient
equity f loat capital izat ion,  permitt ing index
inclusion and trading l iquidity enabl ing
inst i tut ional  investment.  These factors should
improve our cost of  equity.  Suff ic ient scale
supports an investment grade credit  rat ing,
al lowing access to the unsecured debenture
market ,  providing strategic f lexibi l i ty to the
REIT’s capital  structure,  whi le also improving
cost of  capital .  Pr imaris has already achieved
cr it ical  scale.

From a governance perspect ive,  in keeping with
a theme of best pract ices and investor
preferences,  Pr imaris was formed with al l  non-
management trustees being independent,  and
careful ly  selected for  their  specif ic  ski l l  sets and
expert ise to our business.  
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Near Term Focus

Final ly ,  the core of  our business is  our robust ,
ful ly- internal  property and asset management
platform. We inherited our exceptional  platform
with nearly 20 years of  operat ing history,  a deep
bench of  long-tenured professionals ,  and a
unique and scarce management capabi l i ty
tai lored specif ical ly  to enclosed shopping
centres.  We plan to leverage this rare capabi l i ty
to take advantage of  the current shopping centre
landscape.

Capital Discipline & Allocation

However,  our measurement of success is
growth in value per unit  and cash f low per
unit ,  and as it  stands today,  our most
attractive use of capital ,  bar none,  is  buying
back units at a deep discount to Net Asset
Value** per unit ,  on a leverage neutral
basis.  

We bel ieve demonstrating discipl ined
capital  al location and a commitment to
del ivering per unit  growth is essential  to
bui lding confidence among investors.

At Primaris,  we have no shortage of
opportunit ies to invest capital ,  spanning
everything from acquisit ions of enclosed
shopping centres in the direct property
market,  to intensifying our exist ing portfol io
with mixed-use and mult i-residential  uses,
enhancing our shopping centres through
renovations,  expansion and reposit ioning, to
repayment of debt,  increasing distr ibutions
and buying back units.  Our differentiated
financial  model provides excess retained free
cash f low to support these investments.

Large Canadian inst i tut ions own more than $50
bi l l ion of  Canadian enclosed shopping centres
accumulated largely between 2005 and 2015,
with outsized representat ion within real  estate
portfol io al locat ions.  We bel ieve many of  these
propert ies may be avai lable for  purchase over
the next few years,  as rebalancing init iat ives
make room for data centres,  l i fe sciences,  mult i-
residentia l  and industr ia l  property exposure in
large inst i tut ional  portfol ios.  This opportunity
could be very large,  and Primaris stands uniquely
in the property landscape with inst i tut ional
scale,  as the 3rd largest owner operator of
enclosed centres in Canada,  a different iated
f inancial  model  and a mandate for  growth.  

Simi lar ly ,  the mixed-use and mult i-residentia l
opportunity in our portfol io is  s ignif icant ,
act ionable and highly attract ive.  Our f lagship
development s ite Duffer in Grove,  compris ing 4
acres of  the 21 acres at  our Duffer in Mal l ,
located steps from the Duffer in TTC Subway
Stat ion,  is  one of  the most attract ive
development s ites in central  Toronto,  and
arguably the country.  Several  of  our other
shopping centres have near term, economical ly
compel l ing intensif icat ion opportunit ies that can
be executed on direct ly ,  through joint  ventures,
or  severed and sold.

We remain in the very ear ly days of  our new,
independent structure,  and we have been busy
complet ing many important formative tasks.
Your management team has spent much of  the
past year negotiat ing and organizing the spin-
off ,  execut ing the associated transact ions,
integrat ing $800 mil l ion of  acquisit ions,  bui lding
out our publ ic  company f inancial  and report ing
capabi l i t ies,  and engaging with the investment
community to raise awareness of  Pr imaris REIT.
And,  of  course,  managing the REIT’s portfol io of
enclosed shopping centres through easing
pandemic c ircumstances.

Now that we have put in place the essential
resources required for  a successful  Canadian
REIT,  we continue to focus on increasing
awareness among investors about the
compel l ing character ist ics of  an investment in
Primaris REIT units ,  the opportunity in Canadian
enclosed shopping centres,  and del iver ing on
the business plan we have la id out .
Operat ional ly ,  we expect to del iver r is ing
occupancy over the next few years into the
94%-96% committed occupancy range,  as
shoppers continue to demonstrate strong
interest in returning to in-person shopping.

Dufferin Grove, Toronto, ON**Non-GAAP measure.  Refer to the “Non-GAAP Measures” sect ion
of this document. 06



Primaris REIT is  exceptional ly wel l  posit ioned to part ic ipate in the recovery of  the Canadian
enclosed shopping centre industry,  with a different iated f inancial  model ,  gold-standard governance,
a ful ly- internal ,  special ized management platform and a portfol io of  wel l-maintained,  wel l- located
shopping centres across Canada with s ignif icant occupancy improvement potent ia l .  We bel ieve
there is  a great opportunity to del iver compel l ing investment returns to investors,  and look forward
to del iver ing on that potent ia l .

Respectfully, 

Alex Avery 
Chief Executive Officer
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This Management Discussion and Analysis (“MD&A”) of the results of operations and financial position of Primaris Real 
Estate Investment Trust (“Primaris” or the “Trust”) for the three months and years ended December 31, 2021 and 2020, 
should be read in conjunction with the Trust’s consolidated statement of financial position and combined carve-out 
financial statements and the accompanying notes for the years ended December 31, 2021 and 2020 (together the 
“Financial Statements”). Additional information is available on the SEDAR website at www.sedar.com and on the Primaris 
website at www.primarisreit.com.   

Primaris owns, manages, leases and develops retail properties in Canada. These properties are typically mid-market retail 
centres in major cities or major retail centres in secondary cities and dominant in their primary trade areas and are 
predominantly enclosed shopping centres.  

1. BASIS OF PRESENTATION  

On December 31, 2021, Primaris became a stand-alone entity following the successful completion of a spin-out 
transaction implemented by way of a plan of arrangement (the “Arrangement”) pursuant to which 27 investment 
properties (the “Primaris Properties”) formerly held by H&R Real Estate Investment Trust (the “Former Parent”) were spun-
out to Primaris. Immediately after the completion of the Arrangement, Primaris acquired an additional 8 investment 
properties (the “HOOPP Properties) from Healthcare of Ontario Pension Plan (“HOOPP”).  Primaris' trust units (the "Trust 
Units" or "Units") are listed on the Toronto Stock Exchange (the "TSX") and are traded under the symbol "PMZ.UN".   

Prior to December 31, 2021, the Primaris Properties and their operations were held within certain subsidiaries of the 
Former Parent. Under the Arrangement, unitholders of Former Parent received one Trust Unit for every four Former Parent 
units held immediately prior to closing of the Arrangement. For the years ended December 31, 2021 and 2020, this MD&A 
and the Financial Statements have been prepared on a continuity-of-interests basis, based on the transfer of an existing 
business to an entity under common control, whereby the predecessor entity's historical accounting basis for the assets 
acquired and liabilities assumed continues to be used as the accounting basis in the successor's financial statements. The 
continuing operations include the operating results of the Primaris Properties, located throughout Canada, and the costs 
related with managing the properties which includes interest expense on debt, and general and administrative expenses. 
The combined carve-out statements exclude the HOOPP Properties and properties sold prior to December 30, 2020, and 
other adjustments unrelated to the ownership and operations of the Primaris Properties.  

All references in this MD&A to the operation of the business prior to December 31, 2021, refers to the operations, activities 
and results of the Primaris Properties prior to the closing of the Arrangement, under the previous ownership of the Former 
Parent. All references in this MD&A for results as at December 31, 2021 include the HOOPP Properties. Within the 
Financial Statements, Primaris’ consolidated statement of financial position as at December 31, 2021, includes both the 
Primaris Properties and the HOOPP Properties; whereas the combined carve-out statements of income (loss) for the years 
ended December 31, 2021 and 2020, include only the operations of the Primaris Properties. 

All amounts in this MD&A are in thousands of Canadian dollars, except where otherwise stated.  Historical results, 
including trends which might appear, should not be taken as indicative of future operations or results. The presentation of 
certain figures in the MD&A has been reclassified to align with the presentation in the Financial Statements. The 
information contained in this MD&A includes material information up to March 4, 2022. 

2. FORWARD-LOOKING STATEMENTS DISCLAIMER    

Certain information in this MD&A contains forward-looking information within the meaning of applicable securities laws 
(also known as forward-looking statements) including, among others, statements made or implied relating to Primaris’ 
future plans, including significant development projects, Primaris’ expectation with respect to the activities of its 
development properties, including the building of new properties, the expected yield on cost from the Trust’s development 
properties, the timing of construction, the timing of transfer from properties under development to investment properties, 
the timing of occupancy, the timing of lease-up, and the expected total cost from development properties, management’s 
expectations regarding future intensification opportunities including the timing of approvals for re-zoning and site plan 
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applications, the impact of the COVID-19 pandemic on Primaris and its tenants, management’s expectations regarding 
abatement expenses and recoveries including tenants’ participation in the Canada Emergency Rent Subsidy program, 
management’s expectations regarding the growth of the markets in which its shopping centres are located, management’s 
belief that bricks and mortar stores are and will continue to be essential to the omnichannel strategy of retailers, 
management’s belief that the improving enclosed mall and retail environment will lead to rising rents for financially strong 
retailers and that there will be significant opportunities for growth and for attractive acquisitions, Primaris’ expected credit 
losses, expectations regarding tenant retention and closures, the expected rental revenues from leases with replacement 
tenants, including any offset of a reduction in gross revenues relating to store closures, and the significant revenue 
opportunity represented by percentage rent participation, the state of the retail market, expected capital and tenant 
allowance expenditures, capitalization rates and cash flow models used to estimate fair values, management’s 
expectations regarding the Trust’s leverage and portfolio quality, management’s expectations regarding future 
distributions, management’s belief that Primaris has sufficient funds and liquidity for future commitments, management’s 
expectation to be able to meet all of its ongoing obligations, and management’s belief that Primaris satisfies certain 
prescribed conditions relating to the nature of its assets and revenue under the Income Tax Act (Canada) (the “Tax Act”).  
Forward-looking statements generally can be identified by words such as “outlook”, “objective”, “may”, “will”, “expect”, 
“intend”, “estimate”, “anticipate”, “believe”, “should”, “plans”, “project”, “budget” or “continue” or similar expressions 
suggesting future outcomes or events. Such forward-looking statements reflect Primaris’ current beliefs and are based on 
information currently available to management. 

Forward-looking statements are provided for the purpose of presenting information about management’s current 
expectations and plans relating to the future and readers are cautioned that such statements may not be appropriate for 
other purposes. These statements are not guarantees of future performance and are based on Primaris’ estimates and 
assumptions that are subject to risks, uncertainties, and other factors, which could cause the actual results, performance 
or achievements of Primaris to differ materially from the forward-looking statements contained in this MD&A.    

Material factors or assumptions that were applied in drawing a conclusion or making an estimate set out in the 
forward-looking statements include that the general economy is currently volatile and in an economic downturn as a result 
of the COVID-19 pandemic, the extent and duration of which is unknown; interest rates are volatile as a result of general 
economic conditions; and debt markets continue to provide access to capital at a reasonable cost, notwithstanding the 
ongoing economic downturn. Additional risks and uncertainties include, among other things, risks related to: owning and 
operating real property; the integration of the HOOPP Properties; real property valuations; geographic concentration of 
properties; credit risk and tenant concentration; reliance on anchor tenants or tenant bankruptcies; lease rollover risk; 
competition for real property investments; asset class concentration risk; construction risks; development risks; capital 
expenditures risk; co-ownership interest in properties; financial markets and liquidity risk; cyber security risk; 
environmental and climate change risk; litigation risk; general uninsured losses; dependence on key personnel, talent 
management and succession planning; potential acquisition, investment and disposition opportunities and joint venture 
arrangements; potential undisclosed liabilities associated with acquisitions; Trust Unit price risk; availability of cash for 
distributions; ability to access capital markets; dilution; unitholder liability; redemption right risk; tax risk, and additional 
tax risk applicable to unitholders. Certain of these risks, and others, are discussed in more detail under the “Enterprise 
Risks and Risk Management” section of this MD&A. 

Primaris cautions that these lists of factors, risks and uncertainties are not exhaustive. Other risks and uncertainties not 
presently known to Primaris could also cause actual results or events to differ materially from those expressed in its 
forward-looking statements. Although the forward-looking statements contained in this MD&A are based upon what 
Primaris believes are reasonable assumptions, there can be no assurance that actual results will be consistent with these 
forward-looking statements. 

Readers are also urged to examine the Trust’s materials filed with the Canadian securities regulatory authorities from time 
to time as they may contain discussions on risks and uncertainties which could cause the actual results and performance 
of Primaris to differ materially from the forward-looking statements contained in this MD&A. All forward-looking 
statements in this MD&A are qualified by these cautionary statements.  These forward-looking statements are made as 
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of March 4, 2022, and Primaris, except as required by applicable securities laws, assumes no obligation to update or revise 
them to reflect new information or the occurrence of future events or circumstances.   

3. NON-GAAP FINANCIAL MEASURES 

The Financial Statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”), 
However, in this MD&A, a number of measures are presented which do not have a standardized meaning prescribed under 
generally accepted accounting principals (“GAAP”) in accordance with IFRS. These non-GAAP measures include non-
GAAP financial measures and non-GAAP ratios, each as defined in National Instrument 52-112, Non-GAAP and Other 
Financial Measures Disclosure (“NI 52-112”). Each of these non-GAAP measures, as well as the reasons why management 
believes them to be useful to investors, is described below. 

Primaris uses non-GAAP financial measures to analyze its performance including, but not limited to: 

• Net operating income (“NOI”): Management calculates and analyzes NOI to monitor the performance of its income 
producing investment properties; in particular, the period over period NOI results for properties continuously in 
operation for the duration of the measurement period (see Section 11, “Results of Operations”). 

• Adjusted NOI: In its analysis of NOI, management will exclude the impact of straight-line rent revenue, which is a non-
cash item, and lease surrender revenue, that can vary greatly between reporting periods (see Section 11, “Results of 
Operations”). 

• Adjusted earnings before interest, taxes, depreciation, amortization and fair value adjustments (“Adjusted EBITDA”): 
Management utilizes Adjusted EBITDA to calculate and analyze the Trust’s financial condition (see Section 12.4, 
“Financial Condition”). 

• Funds from operations (“FFO”): Management utilizes FFO to calculate and analyze the Trust’s financial condition (see 
Section 12.4, “Financial Condition”). 

• Net Asset Value (“NAV”):  Management believes that net asset value is a useful measure of the intrinsic value of the 
Trust (see Section 12.4, “Financial Condition”). 

Management believes these are useful measures of the Trust’s performance period over period and ability to meet its 
financial obligations. However, none of the non-GAAP measures should be construed as an alternative to financial 
measures calculated in accordance with GAAP. Furthermore, these non-GAAP measures may not be comparable to similar 
measures presented by other real estate entities and should not be construed as an alternative to financial measures 
determined in accordance with IFRS. 

Non-GAAP measures in this MD&A are denoted by the suffix “**”. 

4. OPERATING METRICS 

Primaris uses certain operating metrics to monitor and measure the operational performance of its portfolio. Operating 
metrics in this MD&A include, among others, investment property count, gross leasable area (“GLA”), in-place occupancy, 
committed occupancy and weighted average net rent per occupied square foot. Primaris holds 7 properties in co-
ownerships (see Section 9.2, “Co-ownership Arrangements”) and this MD&A includes only the Trust’s proportionate 
ownership of the GLA of those co-owned properties (which amounts to a portfolio of 11.5 million square feet at Primaris’ 
ownership interest as compared to 13.3 million square feet at a 100% ownership interest for all properties as at December 
31, 2021). 

In measuring performance, or allocating resources, management does not distinguish or group its operations into any sub-
segments. As such, the Trust’s operating results are presented as a single reportable segment which comprises the 
ownership, management and development of its investment properties located across Canada. 
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5. BUSINESS OVERVIEW AND STRATEGY 

Business Overview 

Primaris is Canada’s only enclosed shopping centre focused REIT, with ownership interests primarily in enclosed shopping 
centres dominant in their markets. The portfolio totals 11.5 million square feet and economies of scale are achieved 
through its fully internal, vertically integrated, full-service national management platform. Primaris’ scale, portfolio 
composition, and capital structure are designed to enable Primaris to grow and thrive in the new retail landscape.  

Strategy 

1. Primaris’ strategy focuses on three key tactical pillars: Retailer affordability through operational management 

2. Consolidation of retail assets in a market with limited institutional competition; and 

3. Disciplined internal capital allocation across investment opportunities.  

Retailer affordability through operational management 

Primaris focuses on retailer affordability, offering attractive and economic store locations, through a disciplined approach 
to cost management, achieving economies of scale from the management platform, and collaborative relationship building 
with tenant partners. The resulting lower cost operating structure, versus the capital-intensive requirements of 
superregional malls, significantly improves retailer profitability, and therefore, tenants’ willingness to commit to the 
shopping centres. 

Retailers are assessing and rationalizing the number of stores they need in any given trade area to enhance profitability 
while maintaining strong brand awareness. They are rightsizing and adapting their business models to the new ways in 
which their customers shop: instore, online, click-and-collect, and return-to-store or return-by-mail. By maintaining a 
disciplined cost operating structure, Primaris is striving to create more attractive and affordable shopping centres for 
retailers. 

Consolidation opportunity 

Management believes there is a significant opportunity for Primaris to be the consolidator in the enclosed shopping centre 
space, a market that currently has limited institutional competition for assets. Primaris is uniquely positioned, as Canada’s 
only REIT focused on owning and managing enclosed shopping centres, with an established, fully internal and scalable 
management platform, and balance sheet capacity for growth. Some of Canada’s largest enclosed shopping centre owners 
are overweight the retail sector and may consider rebalancing their property portfolios, creating a more active property 
market from which Primaris can potentially benefit. These assets are traditionally well maintained, making them an ideal 
acquisition for the Primaris platform, where the team can surface additional value through operating efficiencies, new 
leasing opportunities, and margin expansion. 

Disciplined capital allocation 

Primaris has a strong balance sheet with a conservative capital structure allowing it to maintain and upgrade its properties 
as needed and to take advantage of strategic acquisitions. As well, the strength of Primaris’ capital structure makes it an 
attractive partner for institutional real estate owners. Primaris will continue to adhere to a disciplined capital allocation 
strategy, striving to minimize its cost of capital while maximizing value for its unitholders.  
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6. ENVIRONMENTAL, SOCIAL AND GOVERNANCE INITIATIVES (“ESG”) 

Governance was a fundamental priority at the formation of Primaris. Good governance starts with the composition of a 
highly skilled, independent Board of Trustees (the “Board”). The members of the Board (the “Trustees”) were carefully 
selected for their knowledge, experience and complementary skill sets suited for today, and tomorrow’s retail property 
market.  

Going forward, Primaris’ corporate social responsibility (“CSR”) and ESG strategies will emphasize actions at an 
organizational and a community level. Primaris has created a CSR steering committee comprised of members of senior 
leadership and all functional areas of the business. The steering committee is tasked with creating and executing Primaris’ 
ESG framework. 

 The CSR steering committee will build off existing initiatives and successes as highlighted below. 

Environmental 

• Achieved targeted 5% energy reduction in 2021 across the Primaris Properties;  
• Primaris executed waste reduction work plans at 100% of the Primaris Properties; 
• Implemented energy management plans resulting in 67% of common areas having high efficiency lighting in the 

Primaris Properties; 
• Included waste sorting stations in all food court renovations undertaken in the last five years; 
• Targeted 80% construction waste diversion rates with actual results closer to 100%; 
• Committed to the use of re-useable hoarding in the markets where it is available; 
• Installed EV charging stations at 41% of the Primaris Properties; and 
• Committed to storm water management programs across the Primaris Properties. 

As a result of the above initiatives, all Primaris Properties have achieved BOMA Best ratings of Bronze or higher and two 
Primaris Properties are LEED Canada certified. 

Social 

• Continued to participate in community charitable events; 
• Recognized and financially rewarded employees who demonstrated the Trust’s values; and 
• Supported the mental, physical, and social wellbeing of Primaris employees by providing medical coverage, 

extended health coverage, fitness allowance, educational assistance, paid vacation, flex time, and personal time off. 

As a result of the above initiatives, more than 60% of full-time employees have been with Primaris for over 5 years, with 
10% of the team having been with Primaris for more than 20 years. Overall, 60% of Primaris’ team are women. 

Governance 

• Carefully constructed the Board with attention to each member’s skill set and independence; 
• A majority of the Trustees and all committee members are independent;  
• Enacted a code of business conduct and ethics and policies for whistle-blowing, insider trading, disclosure and social 

media; 
• Each employee annually reviews and renews their intention to comply with Primaris’ policies; 
• Hedging of Primaris’ securities by employees and Trustees is prohibited; 
• Expenditure authority limits are established for management; 
• Risk management principles are incorporated into all decision-making processes to ensure that the compensation 

programs do not encourage inappropriate or excessive risk-taking; 
• Compensation is tied to performance and there are no guaranteed increases for executives;  
• Independent compensation experts provide guidance to the Compensation, Governance and Nominating Committee; 

and 
• Minimum unit ownership guidelines have been enacted for the Trustees, CEO, CFO, COO and SVPs. 

As a result of the above initiatives, Primaris began with, and will continue to have, a strong governance foundation and a 
commitment to good governance principles. 
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Recognizing the importance of exercising corporate social responsibility, the newly formed ESG steering committee is in 
the process of finalizing an ESG framework. Primaris’ priorities and goals include: 

• Developing strategic goals and target metrics to compare against selected frameworks;  
• Certifying all Primaris properties as BOMA BEST Silver or greater, and assessing the HOOPP Properties; 
• Uncovering opportunities and continuously adopting and implementing improved governance practices as 

industry standards evolve; 
• Increasing sustainability-related information across all marketing and communications platforms, materials, and 

channels for Primaris and all properties; 
• Implementing a monitoring process to measure progress by reviewing governance scores from the Global 

Reporting Initiative and other similar rankings;  
• Continuing to prioritize and improve on cultivating safe, comfortable, and inclusive spaces and experiences for 

all; 
• Ensuring orientation of the newly elected Trustees; 
• Developing a long-term incentive compensation program that will link long-term financial and operational goals 

to compensation, retention of talent and alignment of the interests of management with those of its unitholders; 
and 

• Developing the Trust’s leadership and succession plans. 

7. CURRENT BUSINESS ENVIRONMENT AND OUTLOOK 

Impacts of the COVID-19 Pandemic 

Countries around the world have been affected by the COVID-19 virus, which was declared a pandemic by The World 
Health Organization on March 11, 2020. The outbreak of COVID-19 has resulted in Canadian federal and provincial 
governments enacting emergency measures to combat the spread of the virus. These measures, which include the 
implementation of travel bans, occupancy limitations, and periodic mandated closures of non-essential businesses, have 
caused material disruption to businesses and, at times, the capital markets. The governments have reacted with significant 
monetary and fiscal interventions designed to stabilize economic conditions.  

The duration and full impact of the COVID-19 pandemic on Primaris is unknown at this time, as is the efficacy of the 
government interventions. As a result, it is not currently possible to ascertain the long-term impact of the COVID-19 
pandemic on the Trust’s business and operations. Certain aspects of Primaris’ business and operations that have been , 
and may continue to be impacted, include rental income, occupancy, tenant inducements, and future demand for space. In 
the preparation of the Trust’s Financial Statements and this MD&A, management has incorporated the potential impact of 
the pandemic into its estimates and assumptions, including the estimates and assumptions that affect the carrying 
amounts of its investment properties such as future cash flows, the capitalization rates, terminal capitalization rates, and 
discount rates applied to these future cash flows.   

Primaris has followed all governmental directives to ensure the safety of employees, tenants, and customers. Primaris 
continues to work together with its tenants to provide safe spaces in their communities. Signage has been installed to 
guide guests through the shopping centres to maintain safe physical distancing and mask mandates are in place, where 
required. 

To further support its tenants, Primaris participated in the federal government’s Canada Emergency Commercial Rental 
Assistance (“CECRA”) program. The CECRA program operated from April through September 2020 to support otherwise 
profitable small and medium sized businesses that suffered steep revenue declines. Under the program, the property 
owner, Primaris, abated 75% of a qualifying tenants’ gross rent, the government extended a forgivable loan to the property 
owner equal to 50% of the gross rent, and the remaining 25% of gross rent was paid by the tenants. In connection with 
the CECRA program, Primaris recorded $5,357 of rent abatements as part of a total $36,193 in bad debt expense in the 
year ended December 31, 2020. 

In September 2020, to continue to assist businesses, the federal government implemented a rent support program, the 
Canada Emergency Rent Subsidy (“CERS”), that supported tenants directly. Businesses that suffered a measurable 
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revenue drop received a subsidy for eligible expenses including rent, property insurance, property taxes, and interest on 
commercial mortgages. The program subsidized up to 65% of eligible expenses and included a 25% top-up for 
organizations temporarily shut down by a mandatory public health order. The program was available to qualifying tenants 
from September 2020 to October 2021. 

There are three government programs in place to assist businesses for the period from October 24, 2021 to May 7, 2022: 

1. Tourism and Hospitality Recovery Program: This program will provide help through wage and rent subsidies for 
hotels, tour operators, travel agencies, and restaurants with a subsidy rate of up to 75%. 

2. Hardest-Hit Business Recovery Program: This program will provide support through wage and rent subsidies for 
other businesses that have faced deep losses, with a subsidy rate of up to 50%. 

3. Local Lockdown Program: This program is available to organizations that are subject to qualifying health 
restrictions for at least 7 days in a claim period.  

Primaris remains committed to working with its tenants to assist them through the pandemic. In the limited circumstances 
where lease abatements were provided in favour of a tenant, other than under the CECRA program, Primaris typically 
received certain concessions in return, such as development rights, lease term extensions, or the waiver of exclusivity 
provisions. However, despite the support of Primaris and the assistance programs available, some tenants may fail. These 
considerations were incorporated into the estimates and assumptions underlying the Trust’s provision for expected credit 
losses. 

Year ended December 31, 
($ thousands) 

 2021  2020 

Provision for expected credit loss, opening balance $ 12,945 $ 602 

Bad debt expense1  1,133  36,193 

Accounts receivable write-off  (6,281)  (23,850) 

Provision for expected credit loss, closing balance $ 7,797 $ 12,945 

1 Year ended December 31, 2020 includes $5,357 impact of CECRA program (2021 – nil). 

Currently all malls are open, some with occupancy limits, and the various provincial governments are beginning to roll-
back restrictive measures. Rent collections for the month of January 2022 were 96.5% for the Primaris Properties.  

The Evolution of and Outlook for Canadian Enclosed Shopping Centres 

Throughout the last two decades as shopping habits have changed, the enclosed shopping centre space has weathered 
significant turmoil. Beginning in 2005, there was significant expansion in the enclosed shopping centre space characterized 
by retailers increasing store counts, high occupancy, and rising rents. During this period asset pricing was high. As 2015 
approached, retail began a significant transition. Target Canada declared bankruptcy and left the Canadian marketplace, 
with Sears following suit in 2018. Department store closures coincided with the onset of e-commerce headwinds and 
capitalization rates fell, driving down valuations.  

The COVID-19 pandemic had a further profound negative impact on the Canadian enclosed shopping centre industry, with 
mandated closures in several jurisdictions, and capacity constraints in others. While the economic impacts and disruption 
of societal norms are beyond debate management believes, there were two significant ways in which the pandemic 
improved the outlook for the enclosed shopping centre industry. 

Firstly, while retailer bankruptcies and store closures were costly for landlords, the resulting overall financial health of the 
remaining tenant base is strong.  

Secondly, the pandemic sharply accelerated e-commerce adoption and market penetration. At the same time, the 
collective learned experience of the retailing industry concluded that bricks and mortar retail stores anchor a successful 
omni-channel retail platform. Consumer-centric, omni-channel retailing reveals a complementary relationship between 
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bricks and mortar and e-commerce retailing, supported by clear data showing effective offerings in each channel support 
stronger total sales. 

Primaris’ shopping centres are often the largest property in their respective trade areas, providing tenants with a 
distribution hub for in-store pickup or delivery. To further leverage the shopping centres and to provide a value-add to its 
tenants, Primaris has established a proprietary e-commerce integration technology platform, Primarché. The platform was 
launched late in 2021, and is intended to connect the shopper, both in-store and online, to the mall and retailers, offering 
a one-stop destination to shop multiple participating malls, and direct-to-customer brands anywhere in Canada.  

Management believes that the Canadian shopping centre space is healthy, with significant opportunity for growth. 
Management views the current retail environment to be populated by financially strong retailers, with significant 
adaptability and strong omni-channel platforms, and less dependent on large format anchor tenants, leading to rising 
rents. Management also anticipates growth through acquisitions, as institutional shopping centre owners may be 
considering rebalancing their portfolios by selling assets that fit Primaris’ profile.  
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8. SUMMARY OF SELECTED FINANICAL AND OPERATIONAL INFORMATION 

The selected financial and operational information for Primaris for the three months and years ended December 31, 2021 
and 2020, was calculated under the continuity-of-interests basis (see Section 1, “Basis of Presentation”) and includes the 
operating activities of the Primaris Properties, and the costs related with managing the properties, which include interest 
expense on debt, and general and administrative costs. The values below, other than where noted, also include the impact 
on the Trust’s financial position of the HOOPP Properties. The numbers exclude the impacts of properties sold prior to 
December 31, 2020, and other adjustments unrelated to the ownership and operations of the Primaris Properties. See 
Section 16, “Financial Forecast” for a financial forecast of the 2022 annual results giving effect to operations of the HOOPP 
Properties. 

As at or for the year ended December 31, 
(in thousands of Canadian dollars unless otherwise 
indicated)(unaudited) 

 2021  2020  2019 

Number of investment properties  35  27  27 

Gross leasable area (in millions of square 
feet) 

 11.5  7.6  7.7 

In-place occupancy  86.0%  88.2%  87.5% 

Total assets $ 3,247,842 $ 2,134,955 $ 2,732,713 

Total liabilities $ 1,056,516 $ 1,133,255 $ 1,156,810 

Primaris Properties only:       

Total revenue $ 253,979 $ 270,230 $ 273,666 

Net Operating Income** $ 141,594 $ 128,474 $ 159,329 

Net income (loss)1 $ 340,989 $ (574,478) $ (44,450) 

** Net operating income is a non-GAAP financial measure. See Section 3, “Non-GAAP Financial Measures”. 

1. As net income (loss) was calculated on the continuity-of-interests basis and does not reflect the capital structure of the newly created Trust, net 
income (loss) on a per unit basis would not be a relevant calculation. 

Annual Highlights 

During the year ended December 31, 2021, Primaris: 

• Immediately following the Arrangement formed an experienced executive management team to execute the 
Trust’s strategy and a diverse Board to provide oversight and guidance; 

• Acquired and integrated the HOOPP Properties; 

• Ended the year with a Debt to Total Assets ratio of 28.4%; as at December 31, 2021; and 

• Ended the year with an in-place occupancy of 87.5% and $24.12 average net rent per square foot for the 
Primaris Properties. 

Subsequent to December 31, 2021, Primaris: 

• Began trading on the TSX on January 5, 2022; 

• Established a $700 million unsecured credit facility; 

• Declared and paid inaugural monthly distributions of $0.0667 per unit (or $0.80 per unit on an annual basis); 
and 

• Received TSX approval for normal course issuer bid. 
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9. INVESTMENT PROPERTIES 

Primaris owns, manages, leases, and develops retail properties in Canada. On December 31, 2021, the portfolio consisted 
of 35 properties, comprised of the Primaris Properties and the HOOPP Properties (see Section 9.3 “Acquisitions”). The 
portfolio is geographically diversified across Canada to reduce concentration risk and to enhance the long-term reliability 
of its revenue stream.  

As at December 31, 2021  Total Portfolio Primaris Properties HOOPP 
Properties 

  Value GLA In-place 
Occupancy 

GLA In-place 
Occupancy 

GLA In-place 
Occupancy 

($ thousand and ‘000 square feet, 
unless otherwise indicated) 

        

Ontario $ 1,358,231 4,629 83.6% 1,872 87.6% 2,757 80.8% 
Alberta  1,008,642 4,313 85.1% 3,712 84.1% 601 91.0% 
British Columbia  520,865 1,213 89.8% 667 92.7% 546 86.4% 
Manitoba  139,950 589 90.2% 589 90.2% -  

New Brunswick  112,500 448 97.6% 448 97.6% -  
Quebec  64,000 307 96.3% 307 96.3% -  
 $ 3,204,188 11,499 86.0% 7,595 87.5% 3,904 83.2% 

 

Total Portfolio by Province (% of total portfolio value by province) 
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9.1 Valuation 

The fair value of Primaris’ investment property portfolio as at December 31 for the years ended 2021 and 2020 was as 
follows:  

($ thousands)  2021  2020 
Income producing properties $ 3,023,188  $      2,103,675 

Land held for development  181,000  - 
Investment Properties (35 properties) $ 3,204,188  $      2,103,675 

 

The value attributed to land held for development relates to Dufferin Mall. In the year ended December 31, 2021, Primaris 
received conditional municipal approvals for the Dufferin Grove project and recognized the increase in value for the highest 
and best use of the property. The conditions for receiving the municipal approvals are procedural and are anticipated to 
be completed by June 30, 2022.  

Income producing properties are measured at fair value, primarily determined using the discounted cash flow method. 
Under this methodology, discount rates are applied to projected annual operating cash flows, generally over a minimum 
of 10 years, including a terminal value based on a capitalization rate applied to the estimated NOI** in the terminal year. 
The fair value of income producing properties reflects, among other things, rental income from current leases, and 
assumptions about rental income from future leases in light of current market conditions. The portfolio is valued internally.  
In the year ended December 31, 2021, and in connection with the Arrangement, external valuations were obtained from 
an independent nationally recognized valuations firm for all of the Trust’s investment properties and were one of the 
inputs management considered in determining the year end values of the investment properties. 

Land held for development is valued either by direct comparison to land sales or, when possible, based on commercial 
and residential sale prices from comparable multi-residential developments. 

Valuations are most sensitive to changes in capitalization rates. Primaris’ valuation inputs are supported by market data 
and reports from independent nationally recognized valuations firms. Below is a summary of the key rates used in the 
valuation process for the years ended December 31, 2021 and 2020: 

 
  2021 2020 

Capitalization Rate 6.52% 7.51% 

Discount Rate 7.63% 8.40% 

Terminal Capitalization Rate 6.57% 7.66% 

 

For the periods ended December 31, 
(in thousands of Canadian dollars unless otherwise indicated) 

 Three months Year end 
2021 2020 2021 2020 

Adjustment to fair value of investment properties $ (25,237) $ (11,748) $ 238,541  $ (692,036)  

 
During the year ended December 31, 2021, Primaris received external valuations for all its investment properties. 

Primaris recorded an unfavourable adjustment of $25.2 million (2020-unfavourable $11.7 million) to the fair value of its 
investment properties in the three months ended December 31, 2021, which includes the impact of $9.4 million for land 
transfer taxes and other acquisition costs for the HOOPP Properties. 

Primaris recorded a favourable adjustment of $238.5 million to the fair value of its investment properties in the year ended 
December 31, 2021. This increase was primarily related to a recognition of the land value of Dufferin Mall created when 
the conditional municipal approvals were received for the Dufferin Grove project (see Section 9.4, “Developments”). The  
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unfavourable adjustment of $692.0 million to the fair value of investment properties in the year ended December 31, 2020 
was driven by the impact of the uncertainties created by the COVID-19 pandemic on the inputs to the valuation models.  

9.2 Co-ownership Arrangements 

Primaris has co-ownership interests in several properties, as listed below, that are subject to joint control and are 
accounted for as joint operations. This MD&A includes Primaris’ proportionate share of the GLA, fair value of investment 
properties, debt, and NOI** of these properties. Primaris performs the management services on behalf of the co-owners 
of these properties for which it earns fee income (see Section 10, “Results of Operations”).  

Property Location 
Ownership Interest 
December 31, 2021 December 31, 2020 

1 McAllister Place Saint John, NB 50% 50% 
2 Regent Mall Fredericton, NB 50% 50% 
3 Place Du Royaume Chicoutimi, QC 50% 50% 
4 Place D'Orleans Ottawa, ON 50% 50% 
5 Cataraqui Town Centre Kingston, ON 50% 50% 
6 Grant Park Winnipeg, MB 50% 50% 
7 Kildonan Place Winnipeg, MB 50% 50% 

 

9.3 Acquisitions 

Immediately following the completion of the Arrangement, the HOOPP Properties as shown below were acquired.  

($ thousands except where otherwise 
indicated) 
(unaudited) 

Property 
Type 

GLA 
(square feet) 

Store 
Count 

Purchase 
Price  

In-place 
Occupancy   

(at acquisition) 

1 Devonshire Mall Windsor, ON 
Enclosed 
retail 

880,686 182 $    204,342 73.2% 

2 Highstreet Mall Abbotsford, BC Open-air retail 545,632 86 183,865 86.4% 

3 New Sudbury Centre Sudbury, ON 
Enclosed 
retail 

572,907 115 139,352 79.7% 

4 Quinte Mall Belleville, ON 
Enclosed 
retail 

634,574 138 99,717 81.4% 

5 Lansdowne Place 
Peterborough, 
ON 

Enclosed 
retail 

398,974 107 91,459 85.6% 

6 Lansdowne Industrial 
Peterborough, 
ON 

Industrial 269,959 N/A 12,461 100.0% 

7 Marlborough Mall Calgary, AB 
Enclosed 
retail 

549,708 126 64,657 91.7% 

8 
Marlborough 
Professional 

Calgary, AB Office 50,866 23 4,985 83.2% 

Total Acquisitions  3,903,306 777 $ 800,838 83.2% 

9.4 Redevelopment and Development Activities 

The redevelopment spending in 2021 of $24.9 million included redevelopment projects for rental space of two former 
Sears tenants that were advanced in 2021 and are approaching completion. At Kildonan Place in Winnipeg, the Sears 
space was redemised to accommodate two tenants: (i) a 43,000 square foot Save-On Foods grocery store which opened 
in April of 2021; and (ii) a 35,000 square foot Cineplex which is scheduled to open in November of 2022. Cineplex has 
taken possession of the premises and is on schedule. At Orchard Park in Kelowna, the Sears Home Store space was 
subdivided for three tenants: (i) a 9,000 square foot Canadian Blood Services location; (ii) a 23,000 square foot Planet 
Fitness; and (iii) a 9,500 square foot Structube. The Canadian Blood Services location opened in March 2021 and the other 
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two tenants are expected to open in June 2022. The development spending in 2021 also included amounts relating to 
Northland Village in Calgary where a parking structure was refurbished. 

Primaris anticipates spending on redevelopment activities in 2022, excluding potential plans for redeveloping Northland 
Village to an open-air centre, to be comparable to the spending in 2021.  

During 2021, Primaris obtained approval from the City of Toronto, subject to certain procedural matters anticipated to be 
completed by June 30, 2022, to develop 4 acres at Dufferin Mall to include 1,200 residential units and 120,000 square 
feet of commercial space. Subsequent to obtaining conditional approval, the valuation for Dufferin Mall was increased in 
accordance with a third-party appraisal of the property which included the additional density. Management is considering 
plans to develop or monetize this land. 

10.  OPERATIONAL PERFORMANCE 

Primaris’ leasing activities are focused on driving value by actively managing the tenant and merchandising mix at its 
investment properties. The future performance of income-producing properties is a function of a number of factors. The 
principal factors include occupancy rates, trends in rental rates achieved on leasing or renewing space currently leased, 
retail sales performance, and the contractual increases in rent that are programmed to occur over the life of the lease. 

As at December 31, 2021, the Primaris Properties, had an in-place occupancy rate of 87.5% and a committed occupancy 
rate of 89.4%. The in-place occupancy rate of the Primaris Properties remained relatively stable during the pandemic. The 
in-place occupancy rate of the HOOPP Properties, is tracking lower at 83.2% and represents an opportunity for future 
organic growth. 

 
Count 

Committed 
Occupancy 

 In-place occupancy 

 December 31, 2021 December 31, 
2021 

December 31, 
2020 

December 31, 
2019 

Primaris Properties 27 89.4% 87.5% 88.2% 87.5% 
HOOPP Properties  8 83.8% 83.2% N/A N/A 
 35 87.5% 86.0% N/A N/A 

 

Primaris contracts with different types of tenants including: 

• Anchor tenants that lease units in excess of 15,000 square feet; and 

• Commercial retail unit (“CRU”) tenants that lease units up to 15,000 square feet and include food court and kiosk 
tenants. 

With respect to the Primaris Properties, Primaris completed a total of 1.4 million square feet of new and renewal leasing 
under 352 leasing deals for the year ended December 31, 2021 (0.3 million square feet under 108 leasing deals for the 
three months ended December 31, 2021). 
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For the periods ended 
December 31, 
 

 Three months  Year End 
Count GLA Average net rent  

(per square foot) 
Count GLA Average net rent  

(per square foot) 
CRU         

New tenants 22 50,396 $ 33.75 53 123,586 $ 30.36 

Renewing tenants 57 113,675 $ 31.66 200 382,918 $ 30.72 

 79 164,071 $ 32.30 253 506,504 $ 30.63 

Anchor         

New tenants 3 60,200 $ 18.29 11 241,299 $ 20.66 

Renewing tenants - -  N/A 9 373,042  14.35 

 3 60,200 $ 18.29 20 614,341 $ 16.83 

Short term and percent 
in lieu leases 

26 50,595  N/A 79 336,768  N/A 

Total leasing 108 274,866   352 1,457,613   

Excluding short term and percentage rent in lieu leases discussed below, the blended average net rent for 1.1 million 
square feet of leases completed during the year was $23.07: with average net rent for new CRU leases at $30.63; and 
$16.83 for new anchor tenant leases. For the three months ended December 31, 2021, the blended average net rent was 
$28.54, which was higher than the annual blended average showing a positive trend. 

Average rental rates on tenant renewals in 2021 were lower than the previous in-place rents. This was due to a high 
supply of space in the market and Primaris’ intent to maintain occupancy levels during the pandemic. In 2021, there were 
a greater number of short-term deals completed in response to the continuing impacts of the pandemic on tenants.  

Included in the 1.4 million square feet of leasing completed during 2021, is approximately 0.3 million square feet of new 
leases that were for a lease term of less than one year, or for percentage rent in lieu of base rent. Primaris utilized these 
lease structures to assist tenants and to maintain occupancy rates during the pandemic. These lease structures have 
always been a tool to manage tenant relocations, the timing of development plans, and to work in partnership with 
tenants.  

As at December 31, 2021, the weighted average net rent for the Primaris Properties was $24.12 (2020 - $24.66). The 
average net rent for the HOOPP Properties was $22.21, for a combined average net rent of $23.53 as at December 31, 
2021 for all of the Trust’s investment properties. 
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Lease Maturities 

As at December 31, 2021, the weighted average lease term for the Primaris Properties was 4.9 years (2020 – 5.1 years). 
The weighted average lease term for the HOOPP Properties was 5.2 years, for a combined weighted average lease term 
of 5.0 years as at December 31, 2021 for all of the Trust’s investment properties. The below lease maturity schedule as 
at December 31, 2021, includes the leases from Primaris’ portfolio of 35 properties.  

 
GLA 
(in thousands sq. ft.) 

% of Total GLA Average net rent per sq. ft. 

Short-term1 208 1.8% $ $35.82 
2022 1,017 8.9% $ $23.01 
2023 1,011 8.9% $ $29.94 
2024 1,026 9.0% $ $28.22 
2025 892 7.8% $ $25.57 
2026 771 6.8% $ $25.78 
2027 705 6.2% $ $25.98 

¹ includes month-to-month leases and leases on overhold 

Lease Maturity Profile 

 

1 Includes month to month leases and leases on overhold. 
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Primarché 

Primaris launched an e-commerce marketplace, Primarché in partnership with Dropit. Primarché offers customers a one-
stop destination to shop multiple participating malls and brands anywhere in Canada at anytime. Primarché provides 
consumers a wider range of options than shopping directly with individual retailers and allows retailers to convert their 
stores into distribution points. Primarché will offer expedited same day, or next day, shipping, one cart checkout and single 
shipment from multiple retailers. 

The initial rollout of Primarché commenced in November 2021 with 5 enclosed centres. Primaris is planning to expand by 
an estimated 3 centres per quarter, such that by the end of Q2 2023 every Primaris location will be on Primarché. Currently 
there are 27 brands under contract, with an additional 10 in advanced negotiations to join the platform. Primaris has the 
exclusive right to the Dropit platform in Canada for 3 years and receives a percentage of marketplace sales. 

The graphics depict the 
lifecycle of a Primarché order. 
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Top 30 Tenants 

As at December 31, 2021, 51.2% of Primaris’ annualized base rent came from a group of 30 tenants. Primaris top 10 
tenants represent many of Canada’s leading national retailers. The below chart incorporates tenants from Primaris’ 
portfolio of 35 investment properties based on in-place leases as at December 31, 2021. 

 

 Top Tenant¹ 
Annualized 
Minimum Rent  
(% of Total) 

Store 
Count 

Total GLA 
% of  
occupied  
GLA 

WALT² 
(in 
years) 

Credit Ratings  
(S&P/ Moody's/ 
DBRS) 

1 Canadian Tire 6.0% 20  683,675  7.7% 5.4 BBB/ n.a./ BBB 
2 Walmart 4.3% 7  908,076  10.2% 7.8 AA/ Aa2/ AA 
3 Loblaws 3.6% 16  354,805  4.0% 6.2 BBB/ n.a./ BBB(H) 
4 TJX 3.2% 16  452,617  5.1% 4.8 A/ A2/ n.a. 
5 Bell Canada 2.4% 21  67,279  0.8% 1.8 BBB+/ Baa1/ BBB(H) 
6 Cineplex 2.1% 8  294,736  3.3% 6.3 - 
7 Rogers 1.8% 23  31,986  0.4% 2.5 BBB+/ Baa1/ BBB(H) 
8 Gap 1.8% 11  176,560  2.0% 2.3 BB/ Ba2/ n.a. 
9 Comark 1.8% 12  81,568  0.9% 3.4 - 
10 Dollarama 1.6% 17  164,709  1.9% 5.7 BBB/ Baa2/ BBB 
Top 10 Tenants 28.6% 151 3,216,008 36.3%   

11 Telus 1.5% 22  33,533  0.4% 4.3 BBB+/ Baa1/ BBB(H) 
12 Best Buy 1.5% 13  151,122  1.7% 3.9 BBB+/ A3/ n.a. 
13 Indigo Books & Music 1.4% 13  154,364  1.7% 5.4 - 
14 HBC 1.4% 6  589,428  6.6% 5.5 - 
15 MTY Group 1.3% 20  22,885  0.3% 3.8 - 
16 H&M 1.3% 9  116,617  1.3% 4.7 BBB/ n.a./ n.a. 
17 YM 1.2% 10  113,572  1.3% 3.3 - 
18 Recipe 1.2% 19  62,496  0.7% 3.9 - 
19 Goodlife 1.2% 8  153,244  1.7% 6.0 n.a./B2/n.a. 
20 Sobeys 1.1% 5  167,208  1.9% 9.5 BBB-/n.a./BBB(L) 

21 
American Eagle 
Outfitters 

1.1% 12  69,037  
0.8% 

3.2 
- 

22 Luxottica Retail 1.1% 16  54,849  0.6% 2.1 A/ A2/ n.a. 
23 Ardene 1.1% 13  120,085  1.4% 4.9 - 
24 Foot Locker 1.0% 11  54,999  0.6% 4.2 BB+/ Ba1/ n.a. 
25 Zale Canada 0.9% 15  22,304  0.3% 2.2 - 
26 La Vie en Rose 0.9% 18  51,634  0.6% 6.4 - 
27 Limited Brands 0.8% 16  45,231  0.5% 2.5 BB-/ Ba3/ n.a. 
28 CIBC 0.8% 8  48,496  0.5% 4.9 A+/ Aa2/ AA 
29 BMO 0.8% 10  45,197  0.5% 3.2 A+/ Aa2/ AA 
30 Michael Hill Jewellers 0.8% 18  16,152  0.2% 4.0 - 
Top 30 Tenants 51.2% 413  5,308,458  59.9%   

¹ The names noted above may be the names of the parent entities and are not necessarily the covenants under the leases. 
² Weighted average lease term (“WALT”) 
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Operating Capital Expenditures 

Primaris’ expenditures on investment properties fall into two categories: (i) revenue enhancing capital expenditures that 
add to the overall earnings capacity of the property portfolio; and (ii) operating capital expenditures that are necessary to 
maintain the existing productive capacity of the property portfolio. Primaris endeavors to fund operating capital 
expenditures from operating cash flows. 

Operating capital includes: 

Maintenance capital:  Expenditures incurred pursuant to a capital plan to maintain the productive capacity of the properties, 
such as parking lot resurfacing and roof replacements.  Tenant leases generally provide for the ability to recover a 
significant portion of such costs over time. 

Tenant allowances and leasing costs:  The Trust’s portfolio requires ongoing investments of capital related to leasing 
activity. These expenditures include the Trust’s obligation under various leases for the build out of tenant space, and costs 
such as commissions and legal fees incurred in negotiating tenant leases. Included in general and administrative expenses 
are costs associated with Primaris’ internal leasing team, which might otherwise have been capitalized if the costs were  
incurred from a third-party service provider (see Section 11, “Results of Operations”). 

Operating capital expenditures for the years ended December 31, 2021 and 2020 were as follows: 

($ thousands)  2021  2020 
Maintenance capital $ 11,617 $ 11,304 

Tenant allowances and leasing costs      9,603      3,383 
 $ 21,220 $ 14,687 

Primaris endeavours to fund maintenance capital from cash flows from ongoing operations in order to manage the Trust 
on a sustainable basis. Leasing capital varies with tenant demand and the merchandising mix strategies of a property. 
Primaris actively manages its merchandising mix and leasing activities to achieve a balance of new and renewal leasing. 
This enables management to increase retail sales and grow rental revenue. Maintenance capital also captures other 
productive capacity capital that is not chargeable to tenants, such as that related to mall entrances or mechanical 
equipment. Primaris’ experience with these expenditures is that they are incurred in irregular amounts over a longer time 
period. 

Based on management’s review of the Primaris Properties’ performance, the normalized average operating capital cost 
per square foot is approximately $1.70. These historical costs may not be indicative of future costs for Primaris’ 11.5 
million square foot portfolio.  
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11.  RESULTS OF OPERATIONS 

The results of operations for Primaris for the three months and years ended December 31, 2021 and 2020, were calculated 
under the continuity-of-interests basis (see Section 1, “Basis of Presentation”) and include the operating activities of the 
Primaris Properties, and the costs related with managing such properties, which include interest expense on debt and 
general and administrative costs. The numbers exclude the impacts of the HOOPP Properties and properties sold prior to 
December 31, 2020 and other adjustments unrelated to the ownership and operations of the Primaris Properties. See 
Section16, “Financial Forecast” for a financial forecast of the 2022 annual results giving effect to the operations of the 
HOOPP Properties. 

For the periods ended December 31, Three Months Year 

($ thousands) (unaudited)  2021  2020  2021  2020 
Rental Revenue         
Base rent $ 35,303 $ 33,787 $ 140,785 $ 149,136 
Percent rent in lieu of base rent  2,996  4,867  8,331  7,914 
Property tax recoveries  8,531  10,344  33,963  40,625 
Operating tax recoveries  13,378  13,188  48,036  50,088 
Percentage rent  486  (48)  1,023  709 
Straight-line rent  869  2,108  3,133  3,637 
Lease surrender revenue  73  334  3,348  1,088 
Prior year recoveries  1,995  2,368  5,808  7,058 
Specialty leasing revenue  3,130  2,389  7,752  7,454 
Parking and other sundry revenue  482  686  1,800  2,521 
  67,243  70,023  253,979  270,230 
Property Operating Costs         
Property tax   (11,286)  (12,368)  (45,449)  (48,687) 
Recoverable operating costs  (16,736)  (14,025)  (55,221)  (49,741) 
Non-recoverable operating costs  (2,228)  (3,023)  (10,076)  (41,912) 
Ground rent  (414)  (470)  (1,639)  (1,416) 
  (30,664)  (29,886)  (112,385)  (141,756) 
Net Operating Income **  36,579  40,137  141,594  128,474 
Other Income and Expenses          
Interest and other income  461  741  2,510  3,264 
Net interest and other financing charges  (4,367)  (5,154)  (18,881)  (20,493) 
General and administrative expenses  (5,966)  (2,252)  (13,532)  (9,908) 
Net Income before Adjustments to Fair Value and 
Transaction Costs 

 
26,707  33,472 

 111,691  101,337 

Transaction Costs  (3,211)  -  (4,711)  - 
Adjustments to fair value of exchangeable units  -  (5,242)  (4,532)  16,221 
Adjustments to fair value of investment properties  (25,237)  (11,748)  238,541  (692,036) 
Net Income (Loss) $ (1,741) $ 16,482 $ 340,989 $ (574,478) 

Net Income (Loss) 

For the three months ended December 31, 2021, the net loss was $18.2 million lower than to the same period in 2020. 
The decrease was primarily due to an unfavourable change to the fair value of investment properties and costs associated 
with the Arrangement. Excluding these amounts, net income was $6.8 million lower than the same period in 2020 due to 
a decrease in NOI** of $3.6 million and an increase in general and administrative expenses of $3.7 million, partially offset 
by an $0.8 million decrease in net interest and other financing charges. 

For the year ended December 31, 2021, net income was $915.5 million higher than the net loss in the same period in 
2020. The increase was primarily due to a favourable change to the fair value of investment properties. Excluding fair 
value adjustments and transaction costs, net income was $10.4 million higher than the same period in 2020 due to an 
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increase in NOI** of $13.1 million and a decrease in net interest and other finance costs of $1.6 million, partially offset by 
a $3.6 million increase in general and administrative expenses. 

Rental Revenue 

Rental revenues, post-March 2020, were greatly impacted by the pandemic, and mandated closures for enclosed malls 
and non-essential businesses. Primaris’ strategy, in support of its tenants, was to maintain occupancy levels and provide 
temporary rent adjustments which negatively impacted base rent and recovery revenues. In return for this support, 
Primaris received relief from certain restrictive lease clauses and extended lease term from major tenants that should 
benefit Primaris in the future. Primaris chose to partner with tenants on affordable lease deals to maintain occupancy 
levels, avoid bad debt expenses, and build lasting tenant relationships. 

For the three months ended December 31, 2021, rental revenue was $2.8 million lower than the same period in 2020. 
The decrease was primarily due to $1.2 million decrease in straight-line rent and $1.8 million decrease in property tax 
recoveries due in part to lower property tax expenses.  

For the year ended December 31, 2021, rental revenue was $16.3 million lower than the same period in 2020. The 
decrease was primarily due to a decrease in base rent of $8.4 million and a decrease in recoveries of $8.7 million primarily 
due to the rental relief adjustments provided to support tenants and maintain occupancy through mandated mall closures. 

Rental revenue includes certain non-cash amounts. Rental revenue is recorded on a straight-line basis over the full term 
of the lease, which results in a difference between cash rent received and revenue recognized for accounting purposes.  

Lease surrender revenue is earned when a tenant returns space to Primaris before the completion of their lease term. 
These amounts are not earned evenly over any calendar year and are not predictable. 

Property Operating Costs 

The presentation of non-recoverable costs was updated, from the format presented by Former Parent in its management 
information circular dated November 5, 2021 (the “Circular”), to eliminate an internal management fee charge for the three 
months and year ended December 31, 2021 of $2.0 million and $7.5 million, respectively (2020 -$1.7 million and $7.3 
million, respectively). 

For the three months ended December 31, 2021, property operating costs were $0.8 million higher than the same period 
in 2020. The increase was primarily due to a $2.7 million increase in recoverable operating costs, partially offset by a $1.1 
million decrease in property tax expense and a $0.8 million decline in non-recoverable costs. 

For the year ended December 31, 2021, property operating costs were $29.4 million lower than the same period in 2020. 
The decrease was primarily due to a decrease in bad debt expense of $35.1 million, partially offset by an increase in 
recoverable operating costs of $5.5 million.  

Net Operating Income** 

Net Operating Income** is calculated as rental revenue as calculated in accordance with IFRS less property operating 
costs as calculated in accordance with IFRS. NOI** is not a measure defined by GAAP and, as such, results may not be 
comparable to other real estate entities. Management calculates and analyzes NOI** to monitor the performance of its 
income producing investment properties; in particular, the period over period NOI** results for properties continuously in 
operation for the duration of the measurement period. 
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For the periods ended December 31, 
($ thousands) (unaudited) 

Three months Year  
2021 2020 2021 2020 

Rental Revenue $ 67,243 $ 70,023 $ 253,979 $ 270,230 

Property operating costs  (30,664)  (29,886)  (112,385)  (141,756) 
Net Operating Income**  36,579  40,137  141,594  128,474 

Exclude variances from:         

Straight-line rent  (869)  (2,108)  (3,133)  (3,637) 

Lease surrender fees  (73)  (334)  (3,348)  (1,088) 

Adjusted NOI**  $ 35,637 $ 37,695 $ 135,113 $ 123,749 

The NOI ** above includes the results of the Primaris Properties only (see Section 1, “Basis of Presentation”). See 
Section16, “Financial Forecast” for a financial forecast of the 2022 annual results giving effect to the operations of the 
HOOPP Properties. 

For the three months ended December 31, 2021, NOI** was $3.6 million, or 8.9%, lower than the same period in 2020. 
The decrease was primarily due to a decline in net recovery revenue due to temporary rent adjustments provided to 
support tenants and a $1.5 million impact from straight-line rent and lease surrender fees.  

For the year ended December 31, 2021, NOI** was $13.1 million, or 10.2%, higher than the same period in 2020. The 
increase was primarily due to a decrease in bad debt expense of $35.1 million, and a $2.3 million increase in lease 
surrender fees. These changes were partially offset by a decrease in base rent of $8.4 million, a decrease in net recoveries 
of $11.0 million and an increase in other non-recoverable expenses of $3.3 million. Base rent and recovery revenue were 
impacted by temporary rent adjustments provided to support tenants and maintain occupancy. In return for this support, 
Primaris received relief from certain restrictive lease clauses and extended lease term from major tenants that should 
benefit Primaris in the future. Primaris chose to partner with tenants on affordable lease deals to maintain occupancy 
levels, avoid bad debt expenses, and build lasting tenant relationships. 

Interest and Other Income 

For the periods ended December 31, 
($ thousands) (unaudited) 

Three months Year  
2021 2020 2021 2020 

Interest income $ 5 $ (74) $ 17  $ 79 

Fees charged to co-owners  456  815  2,493  3,185 

 $ 461 $ 741 $ 2,510 $ 3,264 

Primaris has co-ownership interests in several properties and performs the management services on behalf of the co-
owners for which it earns fee income (see Section 8.2, “Co-ownership Agreements”). The presentation of fees charged to 
co-owners was reclassified from general and administrative expenses where it was presented by Former Parent in its 
Circular. 
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Net Interest and Other Financing Charges 
For the periods ended December 31, 
($ thousands) (unaudited) 

Three months Year 
2021 2020 2021 2020 

Interest on mortgages payable $ 4,370 $ 6,049 $ 19,569  $ 24,608 

Bank interest and charges on credit 
facilities 

 531  96  1,692  382 

Distributions on exchangeable units  -  250  500  1,606 

Amortization of financing costs  197  53  544  217 

Amortization of mark-to-market 
adjustments 

 (93)  (489)  (896)  (2,408) 

  5,005  5,959  21,409  24,405 

Less capitalized interest  (638)  (805)  (2,528)  (3,912) 

 $ 4,367 $ 5,154 $ 18,881 $ 20,493 

 
For the three months ended December 31, 2021, net interest and other financing charges was $0.8 million lower than the 
same period in 2020. The decrease was primarily due to a decrease in mortgage interest stemming from a reduction in the 
outstanding mortgage balance and a lower effective interest rate. 

For the year ended December 31, 2021, net interest and other financing charges was $1.6 million lower than the same 
period in 2020. The decrease was primarily due to a decrease in mortgage interest of $5.0 million due to a reduction in 
the outstanding mortgage balance, partially offset by lower capitalized interest and amortization of market adjustments. 

General and Administrative Expenses 

The presentation of general and administrative expenses was adjusted, from the format presented by Former Parent in its 
Circular, for the elimination of internal management fees and the reclassification of fees charged to co-owners. The impact 
of the presentation change for the three months and year ended December 31, 2021 was $2.4 million and $9.9 million, 
respectively (2020 - $3.0 million and $10.5 million, respectively). 

For the periods ended December 31, 
($ thousands) (unaudited) 

Three months Year 
2021 2020 2021 2020 

Salaries, benefits and employee costs $ 5,124 $ 2,493 $ 14,081 $ 11,805 

Professional fees  104  98  1,024  742 

Information technology costs  605  369  1,576  1,231 

Investor relations and other public 
entity costs 

 598  -  598  - 

Other  1,087  760  2,780  2,410 

  7,518  3,720  20,059  16,188 

Less: Allocations to recoverable 
operating costs 

 (1,552)  (1,468)  (6,527)  (6,280) 

 $ 5,966 $ 2,252 $ 13,532 $ 9,908 

  

On December 31, 2021, Primaris became a stand-alone, publicly traded entity following the successful completion of the 
Arrangement (see Section 1, “Basis of Presentation”). As such, Primaris incurred public entity costs associated with its 
formation and the reporting of its December 31, 2021 year end, which were not incurred in the year ended December 31, 
2020. Also, salaries and benefits costs for certain members of management, which were historically paid by the Former 
Parent, were transferred to Primaris. 

Furthermore, the general and administrative expenses incurred in the year ended December 31, 2021, may not be 
indicative of the expenses that will be incurred in future years. The creation of Primaris as a stand-alone public entity 
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necessitated the addition of certain personnel, including key employees such as a Chief Executive Officer and Chief 
Financial Officer, and certain additional costs related to becoming a stand-alone public entity. 

For the three months and year ended December 31, 2021, general and administrative expenses were higher by $3.7 
million and $3.6 million, respectively, than the same periods in 2020. The increase includes impacts of becoming a publicly 
traded entity and staffing changes. 

Included in the general and administrative expenses are costs relating to full-time leasing staff that can be reasonably 
and directly attributed to signed leases, and that would otherwise be capitalized if incurred from external sources. During 
the three months and year ended December 31, 2021, these internal leasing costs totaled $1.0 million and $4.2 million, 
respectively (2020 - $1.0 million and $4.3 million, respectively). 

Transaction Costs 

Primaris incurred certain transaction costs aggregating $4,711 for the year ended December 31, 2021 that relate to the 
Arrangement and not to ongoing operations.  

Adjustments to Fair Value 

For the periods ended December 31, 
($ thousands) (unaudited) 

Three months Year 
2021 2020 2021 2020 

Adjustments to Fair Value of exchangeable units $ - $ (5,242) $ (4,532) $ 16,221 

Adjustments to Fair Value of investment properties  (25,237)  (11,748)  238,541  (692,036) 

 
Primaris is an open-ended trust which requires certain financial instruments to be recorded as liabilities and adjusted to 
fair value based on the closing value of the Trust Units, with the adjustment impacting net income. When the value of the 
Trust Units increases, there is a corresponding increase to the liability and an expense is recorded against net income. The 
value of the Trust Units is impacted by a number of risk factors (see Section 14, “Enterprise Risks and Risk Management”), 
as such the adjustments to fair value incurred in the past are not predictors of future adjustments. 

The Trust Units did not begin trading on the TSX until January 5, 2022. Therefore, the value of the exchangeable units 
reported in this MD&A and the Financial Statements was determined based on the parameters of the Arrangement. 

Primaris values its investment properties at fair value. Refer to Section 9.1, “Valuation” for a discussion of the valuation 
techniques employed and the key assumptions that drive the amounts recorded to net income for adjustments to the fair 
value of investment properties. 

12.  LIQUIDITY AND CAPITAL RESOURCES 

12.1 Major Cash flow Components 

The cash flows for Primaris for the years ended December 31, 2021 and 2020, were calculated under the continuity-of-
interests basis (see Section 1, “Basis of Presentation”) and include the operating activities of the Primaris Properties, and 
the costs related with managing the properties, which include interest expense on debt and general and administrative 
costs. The values below also include the impact on the Trust’s cash flow of the acquisition of the HOOPP Properties which 
took place on December 31, 2021, immediately following the completion of the Arrangement, but do not include any 
operating activities of the HOOPP Properties. The numbers exclude the impacts of properties sold prior to December 31, 
2020 and other adjustments unrelated to the ownership and operations of the Primaris Properties.  
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For the years ended December 31, 
($ thousands) (unaudited) 

   
2021 2020 

Cash and cash equivalents, beginning of the year $ 15,008 $ 8,010 

Cash flows from (used in) operating activities  (76,168)  278,846 

Cash flows from (used in) financing activities  112,886  (191,946) 

Cash flows used in investing activities  (46,090)  (79,902) 

Cash and cash equivalents, end of the year $ 5,636 $ 15,008 

 

Cash flows from (used in) operating activities 

The year-over-year decrease in cash flows from operating activities was primarily due to the change in non-cash operating 
items. As the Financial Statements were prepared on a basis of continuing operations, the change in non-cash operating 
items is not indicative of future activity. 

Management anticipates utilizing cash flows from operating activities to fund ongoing operations and expenditures for 
operating capital. 

Cash flows from (used in) financing activities: The year-over-year increase in cash flows from financing activities was 
primarily due to the change in activity on the credit facilities. 

Cash flows used in investing activities: The year-over-year decrease in cash flows used in investing activities was due to 
a decline in redevelopment activities. 

12.2 Liquidity and Capital Structure 

Primaris manages its liquidity in order to fund its ongoing operations, finance future growth, and refinance or meet 
maturing payment obligations. Sources of liquidity primarily consist of cash flows from operations, cash and cash 
equivalents, and available capacity under Primaris’ credit facilities. Refinancing encumbered assets is another source of 
liquidity. There is also the potential to refinance low leverage assets at higher levels to access additional liquidity from the 
encumbered assets. If necessary, Primaris is also able to obtain financing on its unencumbered assets.  

 
As at December 31, 
($ thousands) (unaudited) 

 2021 2020 

Cash and cash equivalents  $ 5,636 $ 15,008 

Unused portion of credit facilities   17,000  138,00
0 

Liquidity  $ 22,636 $ 153,00
8 

Fair value of unencumbered assets (after 
giving effect to the HOOPP Properties) 

26 properties (2020 – 18) $ 1,879,788 $ 949,27
5 

Subsequent to December 31, 2021, Primaris entered into a $700.0 million unsecured syndicated revolving term facility, 
greatly expanding its liquidity. 
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12.3 Components of Total Debt 

Future principal repayments of Primaris’ outstanding debt are as follows: 

Years ended December 31 
($ thousands) 

Mortgages 
Payable 

Credit 
Facility 

Note Payable Total Debt % Due 

2022 $ 364,320 $ 143,000 $ 200,210 $ 707,530 76.6% 

2023  6,877  -  -  6,877 0.7% 

2024  91,177  -  -  91,177 9.9% 

2025  3,975  -  -  3,975 0.4% 

2026  4,120  -  -  4,120 0.5% 

Thereafter  109,531  -  -  109,531 11.9% 

  580,000  143,000  200,210  923,210 100.0% 

Unamortized financing costs and 
mark-to-market adjustments 

 (566)  -  -  (566)  

 $ 579,434 $ 143,000 $ 200,210 $ 922,644  

Debt Maturity Profile 

Note payable 

In connection with the acquisition of the HOOPP Properties (see Section 9.3, “Acquisitions”), Primaris assumed a $200.2 
million non-interest-bearing note payable to HOOPP. The note was subsequently repaid on January 5, 2022 utilizing a 
draw on Primaris’ unsecured syndicated credit facility. 

Mortgages payable 

At December 31 2021, Primaris had $580.0 million (2020-$609.4 million) mortgages payable bearing interest at fixed 
rates with a weighted average effective interest rate of 3.05% (2020-3.93%) and a weighted term to maturity of 2.2 years 
(2020-2.4 years). 
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Credit facilities 

As at December 31, 2021, Primaris had a $150.0 million revolving secured line of credit provided by a national Canadian 
lender with $143.0 million drawn (2020 - nil drawn on a $300.0 million revolving secured line of credit).  

On January 4, 2022, this facility was repaid and cancelled when Primaris entered into a $700.0 million unsecured 
syndicated revolving term facility maturing January 4, 2025. The syndicated credit facility bears interest at variable rates 
of either: (i) Prime plus 0.45% or (ii) Canadian Dollar Offered Rate (“CDOR”) plus 1.45%; and contains certain financial 
covenants. The commitment under the credit facility reduces from $700.0 million to $400.0 million on June 30, 2023.  

Primaris also has a $10.0 million revolving demand facility to finance temporary overdraft positions bearing interest at 
Prime plus 0.50%. The amount drawn at December 31, 2021 was nil (2020 – nil). 

As of March 3, 2022, $319.0 million was outstanding on the credit facilities. This increase from year end reflects the 
repayment of the note payable of $200.2 million to HOOPP. 

12.4 Financial Condition 

Net asset value** is a non-GAAP measure. See Section 3, “Non-GAAP Financial Measures”. Management believes that 
net asset value** is a useful measure of the intrinsic value of the Trust. 

As at December 31,  
($ thousands unless otherwise indicated) 

  
2021 

Investment Properties $ 3,204,188 
Other assets  43,654 
Total assets  3,247,842 
Mortgages payable  (580,000) 
Credit facilities  (143,000) 
Note payable  (200,210) 
Total debt  (923,210) 
Other liabilities, excluding exchangeable units  (78,328) 
Net Assets $ 2,246,304 
Units outstanding December 31, 2021 – diluted (in 
thousands) 

 101,784 
 

Debt to Total Assets1  28.4% 
Net Asset Value**1 $ 22.07 

¹ No meaningful comparative exists for the combined carve-out results of the year ended December 31, 2020. 

** Net Asset Value is a non-GAAP measure. See Section 3, “Non-GAAP Financial Measures.” 

Upon completion of the Arrangement and the acquisition of the HOOPP Properties, Primaris established the following 
targets for managing the Trust’s financial condition. 

Targets:  

Debt to Total Assets 25% - 35% 
Debt to Adjusted EBITDA** 4.0x – 6.0x 
FFO** payout ratio 45% - 50% 
Secured debt as a percentage of total debt <40% 

12.5 Unit Equity 

Unit equity for the purposes of this MD&A includes both Trust Units and units exchangeable for Trust Units which are 
economically equivalent to Trust Units and are entitled to receive equivalent distributions as the Trust Units. As at 
December 31, 2021, Primaris had 101,587,906 Units outstanding, which included 3,336,016 exchangeable units. 

Subsequent to December 31, 2021, all of the exchangeable units were exchanged for Trust Units. 
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Distributions 

The Board retains full discretion with respect to the timing and quantum of distributions. However, the total income 
distributed will not be less than the amount necessary to ensure that the Trust will not be liable to pay income taxes under 
the Tax Act.  

Primaris declared and paid its first distributions subsequent to December 31, 2021. On February 15, 2022, Primaris paid 
a distribution of $0.0667 per unit for unitholders of record January 31, 2022, and on February 10, 2022, Primaris declared 
a distribution of $0.0667 per unit, for unitholders of record February 28, 2022, payable on March 15, 2022. The monthly 
distributions, to date, reflect an annualized distribution of $0.80 per unit. 

As at March 3, 2022, there were 101,587,906 Trust Units and no exchangeable units outstanding. 

12.6 Normal Course Issuer Bid  

On February 28, 2022, Primaris received approval from the TSX for a normal course issuer bid (“NCIB”) which will enable 
the Trust to purchase for cancellation up to a maximum of 7,498,679 of its Units on the open market. The NCIB will 
commence on March 9, 2022 and remain in effect until the earlier of March 8, 2023 and the date Primaris has purchased 
the maximum number of Units permitted. 

12.7 Off-Balance Sheet Arrangements 

In the normal course of operations, Primaris issues letters of credit in connection with developments, financings, operations 
and acquisitions. As at December 31, 2021, Primaris had outstanding letters of credit totaling $0.9 million (2020 - $1.1 
million). 

Primaris has co-owners on various properties. As a rule, Primaris does not provide guarantees or indemnities for these co-
owners because should such guarantees be provided, recourse would be available against the Trust in the event of a 
default of the co-owners. In such case, Primaris would have a claim against the underlying real estate investment. 
However, in certain circumstances, subject to compliance with the Trust’s amended and restated declaration of trust dated 
December 15, 2021 (the “Declaration of Trust) and the determination of management that the fair value of the co-owner’s 
investment is greater than the mortgages payable which require Primaris’ guarantee, such guarantees will be provided. 
As at December 31, 2021, such guarantees amounted to $111.1 million (2020 - $113.0 million) which expire between 
2022 and 2027 (2020 – between 2021 and 2027). 

12.8 Contractual Obligations 

The undiscounted future principal and interest repayments on Primaris’ debt instruments, and other contractual 
obligations, as at December 31, 2021 were as follows:  

($ 
thousands) 
(unaudited) 

 2022  2023  2024  2025  2026  Thereafte
r 

 Total 

Mortgages 
payable 

$ 378,490 $ 13,983 $ 96,538 $ 8,162 $ 8,162 $ 115,788 $ 621,123 

Note payable   200,210  -  -  -  -  -  200,210 

Credit 
facilities 1 

 143,000  -  -  -  -  -  143,000 

Other2  17,241  3,462  1,607  1,623  1,637  16,046  41,616 

 $ 738,941 $ 17,445 $ 98,145 $ 9,785 $ 9,799 $ 131,834 $ 1,005,949 
1 Excludes interest on credit facilities 
2 Includes commitments on office leases, land leases and capital projects 
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13.  QUARTERLY RESULTS OF OPERATIONS 

The results for Primaris for the years ended December 31, 2021 and 2020, were calculated under the continuity-of-
interests basis (see Section 1, “Basis of Presentation”) and include the operating activities of the Primaris Properties, and 
the costs related with managing the properties which includes interest expense on debt and general and administrative 
costs. The values below, other than where noted, also include the impact on the Trust’s financial position of the HOOPP 
Properties. The numbers exclude the impacts of properties sold prior to December 31, 2020 and other adjustments 
unrelated to the ownership and operations of the Primaris Properties. 

The following is a summary of selected consolidated financial information and operating metrics for each of the eight most 
recently completed quarters. 

As at or for the year ended December 31, 
(in thousands of Canadian dollars unless 
otherwise indicated) 

2021  2020 

Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1 

Number of investment properties 35 27 27 
 

27 27 27 27 27 

GLA (in millions of sq. ft.) 11.5 7.6 7.6 7.6 7.6 7.6 7.6 7.7 

In-place occupancy   86.0%    87.9%   87.3%   87.3%   88.2%   87.0%   85.8%     86.9% 

Total assets (in millions) $3,247.8 $2,422.5 $2,232.8 $2,231.4 $2,135.0 $2,117.6 $2,124.9 $2,100.0 

Total liabilities (in millions) $1,056.5 $1,067.2 $1,086.4 $1,125.8 $1,133.3 $1,132.5 $1,157.2 $1,135.8 

Based on Primaris Properties only:         

Rental revenue $67,243 $63,284 $59,627 $63,825 $70,023 $67,162 $62,567 $70,478 

NOI** $36,579 $37,034 $34,382 $33,599 $40,137 $31,342 $17,697 $     39,298 

Net income (loss) $(1,741) $209,110 $16,947 $116,673 $16,482 $16,944 $  3,679 $(611,583) 

Operating capital expenditures $  4,494 $    2,909 $  3,070 $    1,144 $  2,932 $  5,797 $  1,137 $       1,438 

Primaris’ quarterly results were impacted by the COVID-19 pandemic, particularly in 2020 when there was the greatest 
uncertainty. The net loss in Q1 2020 was due to the impact of the uncertainty on the inputs used to calculate the fair value 
of investment properties creating a decline in value. NOI** in 2020 was impacted by credit losses on tenant rents 
receivable and the CECRA program. In Q3 2021, Primaris received the required conditional municipal approvals for the 
Dufferin Grove development (see Section 9.4, “Developments”) impacting net income favourably by a fair value 
adjustment to investment properties. 

14.  ENTERPRISE RISKS AND RISK MANAGEMENT 

Primaris is exposed to various risks and uncertainties, many of which are beyond its control, the occurrence of which could 
materially and adversely affect the Trust’s investments, prospects, cash flows, results of operations or financial condition 
and the ability to make cash distributions to unitholders. Management believes the risk factors described below and in 
Primaris’ Annual Information Form are the most material risks that are faced by Primaris; however, they are not the only 
ones. Additional risk factors not presently known to management, or that management currently believes are immaterial 
could also materially and adversely affect the Trust’s investments, prospects, cash flows, results of operations or financial 
condition and Primaris’ ability to make cash distributions to unitholders and negatively affect the value of the Units. 

Risks Associated with the COVID-19 Pandemic 

The COVID-19 pandemic and the resulting government restrictive measures continue to have a significant impact on the 
global and domestic economy since the onset of the pandemic in March 2020. As new variants of the virus emerge, 
some regional and provincial governments in Canada institute or re-institute restrictive measures, which may include 
mandated closures of non-essential businesses such as theatres, gyms and in-restaurant dining. As such, the duration 
and impact of the COVID-19 pandemic on the Trust remains unknown at this time. Disruptions caused by COVID-19 
may, in the short or long term, materially adversely impact the Trust’s tenants and/or the debt and equity markets, both 
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of which could materially adversely affect the Trust’s operations and financial performance and ability to pay 
distributions. The Trust may experience COVID-19 related delays with its current and future development projects. 

The extent of the effect of the ongoing COVID-19 pandemic on the Trust’s operational and financial performance will 
depend on numerous factors, including the duration, spread and intensity of the pandemic, the actions by governments 
and others taken to contain the pandemic or mitigate its impact, changes in the preferences of tenants and prospective 
tenants, and the direct and indirect economic effects of the pandemic and containment measures, all of which are 
uncertain and difficult to predict considering that the situation continues to evolve rapidly. As a result, it is not currently 
possible to ascertain the long-term impact of COVID-19 on the Trust’s business and operations. Certain aspects of the 
Trust’s business and operations that could potentially be impacted include rental income, occupancy, tenant 
inducements, future demand for space and market rents, as well as increased costs resulting from the Trust’s efforts to 
mitigate the impact of COVID-19, longer-term stoppage of development projects, temporary or long-term labour 
shortages or disruptions, temporary or long-term impacts on domestic and global supply chains, increased risks to IT 
systems and networks, impairments and/or write-downs of assets, and the deterioration of worldwide credit and 
financial markets that could limit the Trust’s ability to access capital and financing on acceptable terms or at all. 

Even after the COVID-19 pandemic has subsided, the Trust may continue to experience material adverse impacts to its 
business, including any related recession, as well as lingering effects on the Trust’s employees, suppliers, third-party 
service providers and/or tenants. 

14.1 Risks Associated with Owning and Operating Real Property 

All real property investments are subject to a degree of risk and uncertainty. Such investments are affected by various 
factors including general economic conditions, local real estate markets, the impact of the COVID-19 pandemic, demand 
for leased premises, competition from other available premises, and various other factors. 

The value of real property, and any improvements thereto, may also depend on the credit and financial stability of the 
tenants. Distributable cash and the Trust’s income would be adversely affected if one or more major tenants or a significant 
number of tenants were to become unable to meet their obligations under their leases or if a significant amount of available 
space in the properties, in which the Trust has an interest, is not able to be leased on economically favourable lease terms. 
In the event of default by a tenant, delays or limitations in enforcing rights as lessor may be experienced and substantial 
costs in protecting the Trust’s investment may be incurred. Furthermore, at any time, a tenant of any of the properties in 
which the Trust has an interest may seek the protection of bankruptcy, insolvency, or similar laws that could result in the 
rejection and termination of such tenant’s lease and thereby cause a reduction in the cash flow available to the Trust.  

Retail shopping centres have traditionally relied on anchor tenants (department stores, discount department stores, and 
grocery stores), and therefore they are subject to the risk of such anchor tenants either moving out of the property or going 
out of business. Certain of the anchor tenants are permitted to cease operating from their leased premises at any time at 
their option, however, they remain liable to pay all remaining rent in accordance with their leases. Other anchor tenants 
are permitted to cease operating from their leased premises or to terminate their leases if certain events occur. The exercise 
of such rights by an anchor tenant may have a negative effect on a property. There can be no assurance that such rights 
will not be exercised in the future. 

The Trust may, in the future, be exposed to a general decline of demand by tenants for space in properties. As well, certain 
of the leases of the properties held by the Trust have early termination provisions which, if exercised, would reduce the 
average lease term. However, such termination rights are generally exercisable only at a cost to the tenant and the amount 
of space in the portfolio of properties currently held by the Trust which could be affected is not significant. 

The ability to rent unleased space in the properties in which the Trust has an interest will be affected by many factors and 
costs may be incurred in making improvements or repairs to property required by a new tenant. A prolonged deterioration 
in economic conditions could increase and exacerbate the foregoing risks. The failure to rent unleased space on a timely 
basis or at all would likely have an adverse effect on the Trust’s financial condition. 

Certain significant expenditures, including property taxes, maintenance costs, mortgage payments, insurance costs and 
related charges must be made throughout the period of ownership of real property regardless of whether the property is 
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producing any income. If the Trust is unable to meet mortgage payments on any property, losses could be sustained as a 
result of the mortgagee’s exercise of its rights of foreclosure or sale. 

A mortgage on any one property may, from time to time, exceed the estimated current market value of the related property. 
The cash flow from such a property may not be sufficient to cover debt servicing for that property. The cash flow from the 
portfolio of properties currently held by the Trust is, however, expected by management to be sufficient to cover any cash 
flow shortfalls on such a property. 

Current economic environment 

The Trust will be subject to risks involving the economy in general, including inflation, deflation or stagflation, 
unemployment, geopolitical issues and a local, regional, national or international outbreak of a contagious disease, 
including the outbreak of COVID-19. Poor economic conditions could adversely affect the Trust’s ability to generate 
revenues, thereby reducing its operating income and earnings. It could also have an adverse impact on the ability of the 
Trust to maintain occupancy rates which could harm the Trust’s financial condition. In weak economic environments, the 
Trust’s tenants may be unable to meet their rental payments and other obligations due to the Trust, which could have a 
material and adverse effect on the Trust. In addition, fluctuation in interest rates or other financial market volatility may 
adversely affect the Trust’s ability to refinance existing indebtedness on its maturity or on terms that are as favourable as 
the terms of existing indebtedness, which may impact negatively on the Trust’s performance, may restrict the availability 
of financing for future prospective purchasers of the Trust’s investments, and could potentially reduce the value of such 
investments, or may adversely affect the ability of the Trust to complete acquisitions on financially desirable terms. With 
respect to the COVID-19 pandemic, refer to “Risks Associated with the COVID-19 Pandemic” above. 

Integration of HOOPP Properties 

The integration of the Trust and the HOOPP Properties may not occur as planned. The purchase and sale agreement for 
the HOOPP Properties was entered into with the expectation that its successful completion will result in increased 
earnings and cost savings by taking advantage of operating and other synergies to be realized from the consolidation of 
the Trust and the HOOPP Properties and resulting enhanced growth opportunities for the Trust. The ability to realize the 
benefits of the HOOPP Properties will depend in part on whether the Trust’s and the HOOPP Properties’ operations can 
be integrated in an efficient and effective manner. Many operational and strategic decisions and certain staffing decisions 
with respect to the Trust have not yet been made. These decisions and the integration of the two portfolios will present 
challenges to management, including the integration of systems and personnel of the two portfolios, and special risks, 
including possible unanticipated liabilities, unanticipated costs, and the loss of key employees. The performance of the 
Trust could be adversely affected if it cannot retain key employees to assist in the integration and operation of the Trust. 
As a result of these factors, it is possible that the cost reductions and synergies expected from the combination of the 
Trust and the HOOPP Properties will not be realized.  If actual results are less favourable than the Trust currently 
anticipates, the Trust’s business, results of operations, financial condition, and liquidity could be adversely impacted. 

Real property valuations 

Valuations of real property reflect an assessment of value based on the facts and circumstances as of the date the 
valuations were made. Such valuations may not have incorporated all relevant facts or may have relied on incorrect 
assumptions which may have been too optimistic or not sufficiently optimistic. Furthermore, valuations conducted at one 
point in time may not be reflective of value at another point in time, nor may the valuation be reflective of the value that 
could be obtained on a sale or other transaction. 

Land leases 

To the extent that the properties in which the Trust has or will have an interest are located on leased land, the land leases 
may be subject to periodic rate resets that may fluctuate. This may result in significant rental rate adjustments and 
therefore have a potential negative effect on the cash flow of the Trust. 
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Geographic Concentration 

The Trust’s portfolio of properties is limited to Canadian retail properties, the majority of which are located in Ontario, 
British Columbia, and Alberta. As a result, the Trust’s performance, the market value of the properties and the income 
generated by the Trust are particularly sensitive to changes in the economic condition and regulatory environment of 
Ontario, British Columbia, and Alberta. Adverse changes in the economic condition or regulatory environment of Ontario, 
British Columbia, and Alberta may have a material adverse effect on the Trust’s business, cash flows, financial condition 
and results of operations and its ability to make distributions to unitholders. 

Credit risk and tenant concentration 

The Trust will be exposed to credit risk as an owner of real estate in that tenants may become unable to pay the contracted 
rents. Management mitigates this risk by carrying out appropriate credit checks and related due diligence on the significant 
tenants. In addition, management ensures that no tenant or related group of tenants, other than investment grade tenants, 
account for a significant portion of the cash flow. 

In that regard, the Declaration of Trust restricts the leasing or subleasing of real property, premises or space to any person 
where that person and its affiliates would, after the contemplated lease or sublease, be leasing or subleasing real property, 
premises or space having a fair market value net of encumbrances in excess of 20% of Total Assets (as defined in the 
Declaration of Trust), unless the lessee or sublessee is, or the lease or sublease is guaranteed by, the Government of 
Canada, the Government of the United States, any province or territory of Canada, any state of the United States, any 
municipality or city in Canada or the United States, or any agency or crown corporation thereof and certain issuers, the 
securities of which meet stated investment criteria or are investment grade.  

Reliance on anchor tenants or tenant bankruptcies 

The Trust’s profit could be adversely affected in the event of a downturn in the business or the bankruptcy, or insolvency 
of any anchor store or anchor tenant. Anchor tenants generally occupy large amounts of leasable area, pay a significant 
portion of the total rents at a property, and contribute to the success of other tenants by drawing significant numbers of 
customers to a property. Bankruptcy filings by retailers occur periodically in the normal course of operations for reasons 
such as increased competition, out-dated business models, internet sales, changing demographics, poor economic 
conditions, rising costs, and changing shopping trends. The Trust continually seeks to re-lease vacant space resulting from 
any tenant terminations. The closing of one or more anchor stores at a multi-tenant property could have an adverse effect 
on that property. At a multi-tenant property, vacated anchor tenant space tends to adversely affect the entire shopping 
centre because of the loss of the departed anchor tenant’s power to draw customers to the centre, which in turn may cause 
other tenants’ operations to suffer and adversely affect such other tenants’ ability to pay rent or perform any other 
obligations under their leases. Moreover, a lease termination by an anchor tenant or a failure by that anchor tenant to 
occupy the premises may entitle other tenants of the centre to cease operating from their premises, to a reduction of rent 
payable under their leases, and/or to terminate their leases. No assurance can be given that the Trust will be able to 
quickly re-lease space vacated by an anchor tenant on favourable terms, if at all. If any anchor tenant were to leave a 
property, the property could be negatively affected, which could have an adverse effect on the Trust’s financial condition 
and results of operations, and could decrease the amount of cash available to pay distributions to unitholders. 

Lease rollover risk 

Lease rollover risk arises from the possibility that the Trust may experience difficulty renewing leases as they expire, or in 
re-leasing space vacated by tenants upon lease expiry, or that the Trust may not achieve rental rate increases upon such 
renewals. Management’s strategy is to sign creditworthy tenants to leases that are long-term in nature, and to mitigate 
the risk by having staggered lease maturities and using built-in rental escalations which assists in the Trust’s attempt to 
fulfill its primary goal of maintaining a predictable cash flow. The ability to rent unleased space in the properties in which 
the Trust has an interest will be affected by many factors. The failure to rent unleased space on a timely basis, or at all, or 
to achieve rental rate increases would likely have an adverse effect on the Trust’s financial condition, and cash available 
for distributions may be adversely affected. 
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Competition 

The real estate business is competitive. Numerous other developers, managers, and owners of properties compete with 
the Trust in seeking tenants. Some of the properties located in the same markets as the Trust’s properties may be newer, 
better located, less levered, or have stronger anchor tenants than the Trust’s properties. Some property owners with 
properties located in the same markets as the Trust’s properties may be better capitalized and may be stronger financially, 
and hence better able to withstand an economic downturn. Competitive pressures in such markets could have a negative 
effect on the Trust’s ability to lease space in its properties, and on the rents charged or concessions granted, which could 
have an adverse effect on the Trust’s financial condition and results of operation and decrease the amount of cash available 
for distribution. 

The Trust competes for suitable real property investments with individuals, corporations, other real estate investment 
trusts, and institutions (both Canadian and foreign) which are presently seeking, or which may seek in the future, real 
property investments similar to those desired by the Trust. Many of these investors have greater financial resources than 
those of the Trust, or operate without the Trust’s investment restrictions, or according to more flexible conditions. An 
increase in the availability of investment funds and an increase in interest in real property investments, would tend to 
increase competition for real property investments, thereby increasing purchase prices and reducing the yields thereon. 

Asset Class Concentration 

The Trust’s portfolio of retail properties is primarily comprised of dominant enclosed shopping centre properties, with the 
remainder of the properties being unenclosed shopping centres and mixed-use properties and one industrial centre. 
Significant deterioration of the retail shopping centre market in general, or the financial health of key tenants in particular, 
could have an adverse effect on the Trust’s business, financial condition or results of operations. As well, shifting consumer 
preferences toward e-commerce may result in a decrease in the demand for physical space by retail tenants. The failure 
of the Trust to adapt to changes in the retail landscape, including finding new tenants to replace any lost income stream 
from existing tenants that reduce the amount of physical space they lease from the Trust could adversely affect the Trust’s 
financial performance.  

Construction risks 

It is likely that the Trust will be involved in various development projects. The Trust’s obligations in respect of properties 
under construction, or which are to be constructed, are subject to risks which include (i) the potential insolvency of a third-
party developer (where the Trust is not the developer); (ii) a third-party developer’s failure to use advanced funds in 
payment of construction costs; (iii) construction or other unforeseeable delays, including the impact of COVID-19; (iv) cost 
overruns; (v) the failure of tenants to occupy and pay rent in accordance with existing lease agreements, some of which 
are conditional; (vi) the incurring of construction costs before ensuring rental revenues will be earned from the project; and 
(vii) increases in interest rates during the period of the development. Management strives to mitigate these risks where 
possible by entering into fixed price construction contracts with general contractors (and, to the extent possible, on a 
bonded basis) and by attempting to obtain long-term financing as early as possible during construction. 

Capital expenditures 

Leasing capital and maintenance capital are incurred in irregular amounts and may exceed actual cash available from 
operations during certain periods. The Trust may be required to use part of its debt capacity or reduce distributions in order 
to accommodate such items. Capital for recoverable improvements may exceed recovery of amounts from tenants. 

Co-ownership interest in properties 

In certain situations, the Trust may be adversely affected by a default by a co-owner of a property under the terms of a 
mortgage, lease or other agreement. Although all co-owners agreements, to which the Trust is or may in the future 
become a party, provide for remedies to the Trust in such circumstances, such remedies may not be exercisable in all 
circumstances, or may be insufficient or delayed, and may not cure a default in the event that such default by a co-owner 
is deemed to be a default of the Trust. 
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Potential acquisition, investment and disposition opportunities and joint venture arrangements  

The Trust will evaluate business and growth opportunities and is expected to consider a number of acquisition, investment 
and disposition opportunities and joint venture arrangements to achieve its business and growth strategies.  In the normal 
course, the Trust may have outstanding non-binding letters of intent and/or conditional agreements or may otherwise be 
engaged in discussions with respect to potential acquisitions and financing of new assets, the refinancing of existing 
assets, potential dispositions, establishment of new joint venture arrangements, the viability and status of its joint venture 
arrangements, and changes to its capital structure, each of which, individually or in the aggregate, may or may not be 
material if they were to progress. However, there can be no assurance that any of these discussions will result in a 
definitive agreement and, if they do, what the terms or timing of any acquisition, investment or disposition would be or 
that such acquisition, investment or disposition will be completed by the Trust. Similarly, there can be no assurance that 
the Trust will enter into new joint venture arrangements or continue any existing joint venture arrangements. If the Trust 
does complete such transactions, the Trust cannot provide assurance that they will ultimately strengthen its competitive 
position or that they will not be viewed negatively by customers, securities analysts, or investors.  Such transactions may 
also involve significant commitments of the Trust’s financial and other resources. Any such activity may not be successful 
in generating revenue, income or other returns to the Trust, and the resources committed to such activities will not be 
available to the Trust for other purposes. 

Acquisitions of properties by the Trust are subject to the normal commercial risks and satisfaction of closing conditions 
that may include, among other things, lender approval, Competition Act (Canada) approval, receipt of estoppel certificates 
and obtaining title insurance. Such acquisitions may not be completed or, if completed, may not be on terms that are 
exactly the same as initially negotiated. In the event that the Trust does not complete an acquisition, it may have an adverse 
effect on the operations and results of the Trust in the future and its cash available for distributions to unitholders. 

Potential undisclosed liabilities associated with acquisitions 

The Trust is expected to acquire properties that are subject to existing liabilities, some of which may be unknown at the 
time of the acquisition or which the Trust may fail to uncover in its due diligence. Unknown liabilities might include 
liabilities for cleanup or remediation of undisclosed environmental conditions, claims by tenants, vendors or other persons 
dealing with the vendor or predecessor entities (that have not been asserted or threatened to date), and accrued but 
unpaid liabilities incurred in the ordinary course of business. Representations and warranties given by third parties to the 
Trust regarding acquired properties may not adequately protect against these liabilities and any recourse against third 
parties may be limited by the financial capacity of such third parties. While in some instances the Trust may have the right 
to seek reimbursement against an insurer or another third party for certain of these liabilities, the Trust may not have 
recourse for all of these liabilities. 

Cyber security risk 

Cyber security has become an increasingly problematic issue for issuers and businesses in Canada and around the world. 
Cyber attacks against large organizations are increasing in sophistication and are often focused on financial fraud, 
compromising sensitive data for inappropriate use, or disrupting business operations. A cyber incident is considered to be 
any adverse event that threatens the confidentiality, integrity, or availability of the Trust’s information resources. More 
specifically, a cyber-incident is an intentional attack or an unintentional event that can include gaining unauthorized access 
to information systems to disrupt operations, corrupt data, or steal confidential information. As the Trust’s reliance on 
technology has increased, so have the risks posed to its systems. the Trust’s primary risks that could directly result from 
the occurrence of a cyber-incident include operational interruption, damage to its reputation, damage to the Trust’s 
business relationships with its tenants, disclosure of confidential information regarding its tenants, employees and third 
parties with whom the Trust interacts, and may result in negative consequences, including remediation costs, loss of 
revenue, additional regulatory scrutiny and litigation. The Trust will implement processes, procedures and controls to help 
mitigate these risks, but these measures, as well as its increased awareness of a risk of a cyber-incident, do not guarantee 
that its financial results will not be negatively impacted by such an incident. 
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Environmental and climate change risk 

As an owner of interests in real property in Canada, the Trust is subject to various Canadian federal, provincial and 
municipal laws relating to environmental matters. These laws impose a liability for the cost of removal and remediation 
of certain hazardous materials released or deposited on properties owned by the Trust or adjacent properties. 

In accordance with best management practices, Phase I audits will be completed on all properties prior to acquisition. 
Further investigation will be conducted if Phase I tests indicate a potential problem. The Trust will have operating policies 
to monitor and manage risk. In addition, the standard lease requires compliance with environmental laws and regulations 
and restricts tenants from carrying on environmentally hazardous activities or having environmentally hazardous 
substances on site. 

Natural disasters and severe weather such as floods, ice storms, blizzards, and rising temperatures may result in damage 
to the Trust’s properties. The extent of the Trust’s casualty losses and loss in property operating income in connection 
with such events is a function of the severity of the event and the total amount of exposure in the affected area. The Trust 
is also exposed to risks associated with inclement winter weather, including increased need for maintenance and repair of 
the Trust’s buildings. In addition, climate change, to the extent it causes changes in weather patterns, could have effects 
on the Trust’s business by increasing the cost to recover and repair properties and by increasing property insurance costs 
to insure a property against natural disasters and severe weather events. 

The Trust will take proactive steps to mitigate the risk of climate change on its business and its properties and to address 
the Trust’s environmental impact. 

Dependence on key personnel, Talent Management and Succession Planning 

Primaris’ continued growth is dependent on its ability to hire, retain and develop its leaders and other key personnel. Any 
failure to effectively attract and retain talented and experienced employees and to establish adequate succession planning 
and retention strategies could result in a lack of requisite knowledge, skill and experience. This could erode the Trust’s 
competitive position or result in increased costs and competition for, or high turn-over of, employees. Any of the foregoing 
could have an adverse effect on the Trust. 

Potential conflicts of interest 

The Trust may be subject to various conflicts of interest because of the fact that members of management and the  
Trustees may be engaged in a wide range of real estate and other business activities and the Trust may become involved 
in transactions which conflict with the interests of the foregoing. 

Management of the Trust and the Trustees may from time-to-time deal with persons, firms, institutions or corporations 
with which the Trust may be dealing, or which may be seeking investments similar to those desired by the Trust. The 
interests of these persons could conflict with those of the Trust. In addition, from time to time, these persons may be 
competing with the Trust for available investment opportunities. 

Any decisions regarding the enforcement by the Trust of the terms of any agreement entered into by the Trust with a non-
independent Trustee or with an associate of a non-independent Trustee may be made by a majority of the independent  
Trustees. There is a risk that non-independent Trustees may attempt to influence the independent  Trustees in this regard. 

Litigation 

Primaris’ operations are subject to a wide variety of laws and regulations across all of its operating jurisdictions and 
Primaris faces risks associated with legal and regulatory changes and litigation. In the normal course of operations, 
Primaris may become involved in various legal actions, including claims relating to personal injury, property damage, 
property taxes, land rights, and contractual and other commercial disputes and the resolution of such actions may have 
an adverse effect on our financial position or results of operations. Primaris retains external legal consultants to assist it 
in remaining current and compliant with legal and regulatory changes and to respond to litigation. 
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Uninsured Losses 

Primaris carries comprehensive general liability, environmental, fire, flood, extended coverage and rental loss insurance 
with policy specifications, limits and deductibles customarily carried for similar properties. There are, however, certain 
types of risks (including, but not limited to, environmental contamination or catastrophic events such as war, insurrection, 
rebellion, revolution, civil war, usurped power, or action taken by a government authority in hindering, combating or 
defending against such an event, nuclear reaction or nuclear radiation or radioactive contamination or acts of terrorism) 
which are either uninsurable, in whole or in part, or not insurable on an economically viable basis. Should an uninsured or 
underinsured loss occur, the Trust could lose its investment in, and anticipated profits and cash flows from, one or more 
of its properties, and the Trust would continue to be obliged to repay any recourse mortgage indebtedness on such 
properties. 

14.2 Risks Relating to Financial Markets and Liquidity 

Interest rate and other debt-related risks 

The Trust will be exposed to financing risk on maturing debt and interest rate risk on its borrowings. It will minimize this 
risk by negotiating fixed rate term debt with staggered maturities targeting less than 20% of total debt maturing in any 
one year. Consistent with a debt strategy employing significant unsecured financings, the Trust will strive to maintain 
undrawn credit facility capacity to accommodate 18-24 months of forward debt maturities. 

If the Trust indebtedness is replaced by new debt that has less favourable terms or the Trust is unable to secure adequate 
funding, distributions by the Trust to unitholders may be adversely impacted. In addition, failure by the Trust to comply 
with its obligations under the documents governing such indebtedness (including in the case of the credit facilities, the 
failure to meet certain financial ratios and financial conditions tests) may adversely impact cash distributions on the Units. 
A reversal of the low interest rate environment that the Canadian economy has experienced in recent years may lead to 
the Trust’s debt being refinanced at higher rates, thereby reducing net income and cash flows which could ultimately 
affect the level of distributions. 

Liquidity risk 

Real property investments tend to be relatively illiquid, with the degree of liquidity generally fluctuating in relationship 
with demand for and the perceived desirability of such investments. Such illiquidity will tend to limit the Trust’s ability to 
vary its portfolio promptly in response to changing economic or investment conditions. If, for whatever reason, liquidation 
of assets is required, there is a risk that sale proceeds realized might be less than the previously estimated market value 
of the Trust’s investments or that market conditions, including the impact of COVID-19, and geopolitical events such as 
the conflict between Russia and Ukraine, would prevent prompt disposition of assets. 

Ability to access capital markets 

As the Trust will distribute a portion of its income to unitholders, the Trust may need to obtain additional capital through 
capital markets and the Trust’s ability to access the capital markets through equity issues and forms of secured or 
unsecured debt financing may affect the operations of the Trust as such financing may be available only on 
disadvantageous terms, if at all. If financing is not available on acceptable terms, acquisitions or ongoing development 
projects may be curtailed and cash available for distributions or to fund future commitments may be adversely affected. 

14.3 Risks Relating to Securities of the Trust 

Prices of Primaris securities 

Publicly traded Units will not necessarily trade at values determined solely by reference to the underlying value of Trust 
assets. Accordingly, Units may trade at a premium or a discount to the underlying value of the assets of the Trust. 

One of the factors that may influence the quoted price of Units is the annual yield on Units. Accordingly, an increase in 
market interest rates may lead investors in Units to demand a higher annual yield which could adversely affect the quoted 
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price of Units. In addition, the quoted price of Units may be affected by changes in general market conditions, fluctuations 
in the markets for equity securities and numerous other factors beyond the control of the Trust. 

Challenging market conditions, the health of the economy as a whole and numerous other factors beyond the control of 
the Trust, including geopolitical events as the conflict between Russia and Ukraine, may have a material effect on the 
business, financial condition, liquidity and results of operations of the Trust. Financial markets have previously experienced 
significant price and volume fluctuations that have particularly affected the market prices of securities of issuers and that 
have often been unrelated to the operating performance, underlying asset values, or the prospects of such issuers. There 
can be no assurance that such fluctuations in price and volume will not occur again. Accordingly, the market price of Units 
may decline even if the Trust’s operating results, underlying asset values or prospects have not changed. Additionally, 
these factors, as well as other related factors, may cause decreases in asset values that are deemed to be other than 
temporary, which may result in impairment losses. If such increased levels of volatility and market turmoil occur, the Trust’s 
operations could be adversely impacted, and the trading price of Units may be adversely affected. 

Availability of cash for distributions 

Although the Trust intends to make distributions of its available cash to unitholders in accordance with its distribution 
policy, these cash distributions may be reduced or suspended, including as a result of the impact of COVID-19 on the 
Trust’s business. The actual amount distributed by the Trust will depend on numerous factors including capital market 
conditions, the financial performance of the Trust’s properties, the Trust’s debt covenants and obligations, its working 
capital requirements, its future capital requirements, its development commitments, and fluctuations in interest rates. Cash 
available to the Trust for distributions may be reduced from time to time because of items such as principal repayments 
on debt, tenant allowances, leasing commissions, capital expenditures, or any other business needs that Trustees deem 
reasonable. The Trust may be required to use part of its debt capacity in order to accommodate any or all of the above 
items. The market value of Units may decline significantly if the Trust suspends or reduces distributions. Trustees retain 
the right to re-evaluate the distribution policy from time to time as they consider appropriate. 

Tax risk 

The Tax Act includes rules (referred to herein as the “SIFT Rules”) which effectively tax certain income of a publicly traded 
trust or partnership that is distributed to its investors on the same basis as would have applied had the income been 
earned through a taxable corporation and distributed by way of dividend to its shareholders. The SIFT Rules apply only to 
“SIFT trusts”, “SIFT partnerships” (each as defined in the Tax Act) and their investors. A trust that qualifies as a “real estate 
investment trust” (as defined in the Tax Act) for a taxation year will not be considered to be a SIFT trust in that year (the 
“REIT Exemption”). 

Based on a review of the Trust’s assets and revenues, management believes that the Trust will satisfy the tests to qualify 
for the REIT Exemption for its current taxation year and intends to conduct the affairs of the Trust so that it will continue 
to qualify for the REIT Exemption at all future times. However, as the REIT Exemption includes complex revenue and asset 
tests, no assurances can be provided that the Trust will qualify for the REIT Exemption for the current taxation year or any 
subsequent taxation year. 

The Trust currently qualifies as a mutual fund trust for purposes of the Tax Act. There can be no assurance that Canadian 
federal income tax laws and the administrative policies and assessing practices of the Canada Revenue Agency, including 
in respect of the treatment of mutual fund trusts or SIFT trusts will not be changed in a manner which adversely affects 
the Trust or holders of Units. If the Trust does not qualify as a “mutual fund trust” under the Tax Act or were to cease to 
so qualify, the income tax considerations applicable to the Trust and an investment in Units of the Trust would be 
materially and adversely different. In particular, if the Trust were to cease to qualify as a mutual fund trust and Units cease 
to be listed on a designated stock exchange (which currently includes the TSX), Units would cease to be qualified 
investments for RRSPs, RRIFs, RESPs, RDSPs, DPSPs and TFSAs (collectively, “Exempt Plans”). 

The 2021 Canadian Federal Budget included proposals to amend the Tax Act to introduce a new limitation on the 
deductibility of interest and other financing-related expenses.  Draft legislation to implement these proposals was 
released on February 4, 2022, with a proposed effective date of January 1, 2023 (the “Draft EIFEL Rules”).  In general, the 
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Draft EIFEL Rules propose to limit the deductibility of interest and other financing-related expenses by an entity to the 
extent that such expenses, net of interest and other financing-related income, exceed a fixed ratio of the entity’s tax 
EBITDA.  The rules provide, in certain circumstances, for unused deduction capacity in a particular year to be carried back 
or forward to other taxation years.  The Draft EIFEL Rules and their application are highly complex, and there can be no 
assurances that the Draft EIFEL Rules, if enacted as proposed, will not have adverse consequences to the Trust.  In 
particular, if these rules were to apply to restrict deductions otherwise available to the Trust, the taxable component of 
distributions paid by the Trust to unitholders may be increased, which could reduce the after-tax return associated with 
an investment in Units. 

Pursuant to rules in the Tax Act, if the Trust experiences a “loss restriction event” (i) it will be deemed to have a year-end 
for tax purposes (which would result in an unscheduled distribution of undistributed net income and net realized capital 
gains, if any, at such time to unitholders to the extent necessary to ensure that the Trust is not liable for income tax on 
such amounts under Part I of the Tax Act), and (ii) it will become subject to the loss restriction rules generally applicable 
to a corporation that experiences an acquisition of control, including a deemed realization of any unrealized capital losses 
and restrictions on its ability to carry forward unused losses to future taxation years. Generally, the Trust will be subject 
to a loss restriction event if a person becomes a “majority-interest beneficiary”, or a group of persons becomes a “majority-
interest group of beneficiaries”, of the Trust, each as defined in the affiliated persons rules contained in the Tax Act, with 
certain modifications. Generally, a majority-interest beneficiary of a trust is a beneficiary of the trust whose beneficial 
interests in the income or capital of the trust, as the case may be, together with the beneficial interests in the income or 
capital of the trust, as the case may be, of persons and partnerships with whom such beneficiary is affiliated for the 
purposes of the Tax Act, represent greater than 50% of the fair market value of all the interests in the income or capital 
of the trust, as the case may be. 

Dilution 

The number of Units the Trust is authorized to issue is unlimited. The Trustees have the discretion to issue additional Units 
in certain circumstances, including under the Trust’s Unit Option Plan and Incentive Unit Plan. In addition, the Trust may 
issue Units pursuant to any distribution reinvestment plan and/or unit purchase plan adopted in the future. Any issuance 
of Units may have a dilutive effect on the investors of Units. 

Unitholder liability  

The Declaration of Trust provides that no unitholder, special voting unitholder, or annuitant under a plan of which a 
unitholder or special voting unitholder acts as trustee or carrier will be held to have any personal liability as such, and that 
no resort shall be had to, nor shall recourse or satisfaction be sought from, the private property of any unitholder, special 
voting unitholder, or annuitant for any liability whatsoever, in tort, contract or otherwise, to any person in connection with 
property of the Trust or the affairs of the Trust including, without limitation, for satisfaction of any obligation or claim 
arising out of or in connection with any contract or obligation of the Trust or of the Trustees or any obligation which a 
unitholder, special voting unitholder, or annuitant would otherwise have to indemnify the Trustee for any personal liability 
incurred by the Trustee as such. Only assets of the Trust are intended to be liable and subject to levy or execution for 
satisfaction of such liability. 

Notwithstanding the foregoing, personal liability may arise in respect of claims against the Trust, including claims in 
contract tort, claims for taxes and possibly certain other statutory liabilities. The possibility of any personal liability of this 
nature arising is considered remote as the nature of the Trust’s activities are such that most of its obligations arise by 
contract and non-contractual risks are largely insurable. However, the insurance policies maintained by the Trust have 
exclusions for certain environmental liabilities. In the event that payment of the Trust obligation were to be made by a 
unitholder or special voting unitholder, such holder would be entitled to reimbursement from the available assets of the 
Trust. 

The Trustees will cause the activities of the Trust to be conducted with the advice of counsel, in such a way and in such 
jurisdictions as to avoid, to the extent they determine to be practicable and consistent with their fiduciary duty to act in the 
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best interests of the unitholders and special voting unitholders, any material risk of liability on the unitholders and special 
voting unitholders for claims against the Trust. 

Legislation has been enacted in the Province of Ontario and certain other provinces that is intended to provide unitholders 
in those provinces with limited liability. On December 16, 2004, the Trust Beneficiaries’ Liability Act, 2004 (Ontario), came 
into force. Such legislation provides that unitholders of a trust that is a reporting issuer and governed by the laws of 
Ontario are not liable, as beneficiaries, for any act, default, obligation or liability of the trust or any of its trustees that arise 
after the legislation came into force. A trust is considered governed by the laws of Ontario if its declaration of trust or 
other constating instrument contains the customary provision to that effect. Primaris’ Declaration of Trust contains such a 
provision, and accordingly, the unitholders and special voting unitholders are protected by this legislation. However, there 
remains a risk, which the Trust considers to be remote in the circumstances, that a unitholder and special voting unitholder 
could be held personally liable for the Trust’s obligations to the extent that claims are not satisfied out of the Trust’s 
assets. It is intended that the Trust’s affairs will be conducted to seek to minimize such risk wherever possible. 

Redemption right  

Unitholders are entitled to have their Units redeemed at any time on demand. It is anticipated that this redemption right 
will not be the primary mechanism for holders of Units to liquidate their investments. The entitlement of holders of Units 
to receive cash upon the redemption of their Units is subject to the limitations that: (i) the total amount payable by the 
Trust in respect of those Units and all other Units tendered for redemption in the same calendar month does not exceed 
$50,000 (subject to certain adjustments and provided that the  Trustees may waive this limitation at their sole discretion); 
(ii) at the time such Units are tendered for redemption, the outstanding Series A Units shall be listed for trading or quoted 
on a stock exchange or traded or quoted on another market which the  Trustees consider, in their sole discretion, provides 
representative fair market value prices for the Units; and (iii) the normal trading of Units is not suspended or halted on any 
stock exchange on which Units are listed (or, if not so listed, on any market on which Units are quoted for trading) on the 
Redemption Date (as defined in the “Declaration of Trust” available on SEDAR) or for more than five trading days during 
the ten-day trading period commencing immediately prior to such date. In certain circumstances, the Declaration of Trust 
provides for the in specie distribution of property of the Trust and/or Redemption Notes (as defined in the “Declaration of 
Trust” available on SEDAR), in the event of a redemption of Units. The Redemption Notes which may be distributed in 
specie to unitholders in connection with a redemption will not be listed on any stock exchange and are not expected to be 
qualified investments for Exempt Plans (as defined in the “Declaration of Trust” available on SEDAR), no established 
market is expected to develop for such notes, and they may be subject to resale restrictions under applicable securities 
laws. 

Investment eligibility  

The Tax Act imposes penalties for the acquisition or holding of non-qualified or prohibited investments (as defined in the 
Tax Act) by certain Exempt Plans.  The Trust will endeavour to ensure that Units continue to be qualified investments for 
Exempt Plans, but there can be no assurances in this regard.  Holders, annuitants and subscribers of Exempt Plans should 
consult their own tax advisors with respect to whether Units would be prohibited investments having regard to their 
particular circumstances. 

Statutory remedies  

The Trust is not a legally recognized entity within the relevant definitions of the Bankruptcy and Insolvency Act, the 
Companies’ Creditors Arrangement Act and, in some cases, the Winding Up and Restructuring Act. As a result, in the 
event a restructuring of the Trust were necessary, the Trust would not be able to access the remedies available thereunder.  

The rights granted in the Declaration of Trust are granted as contractual rights afforded to securityholders of the Trust 
(“Securityholders”). Similar to other existing rights contained in the Declaration of Trust (e.g. take-over bid provisions and 
conflict of interest provisions), making these rights and remedies and certain procedures available by contract is 
structurally different from the manner in which the equivalent rights and remedies or procedures (including the procedure 
for enforcing such remedies) are made available to shareholders of a corporation, who benefit from those rights and 
remedies or procedures by the corporate statute that governs the corporation, such as the Canada Business Corporations 



Primaris Real Estate Investment Trust - MD&A - December 31, 2021 
 

 
 

46 

Act. As such, there is no certainty how these rights, remedies or procedures may be treated by the courts in the non-
corporate context or that a Securityholder will be able to enforce the rights and remedies in the manner contemplated by 
the Declaration of Trust. Furthermore, how the courts will treat these rights, remedies and procedures will be at the 
discretion of the court, and a court may choose to not accept jurisdiction to consider any claim contemplated in the 
Declaration of the Trust. 

15.  OTHER DISCLOSURES 

15.1 Critical Accounting Judgements, Estimates and Assumptions 

The preparation of the Financial Statements requires management to make significant judgments in the process of 
applying Primaris’ accounting policies that affect the carrying amounts of assets and liabilities, and the reported amounts 
of revenues and expenses. In addition, estimates and assumptions are used, mainly in determining the measurement of 
balances recognized or disclosed in the Financial Statements, that are based on a set of underlying data that may include 
management’s historical experience, knowledge of current events and conditions, and other factors that are believed to 
be reasonable under the circumstances. Management continually evaluates the estimates and judgments it uses. 

In the process of applying Primaris’ accounting policies, management was required to apply judgment in the areas 
discussed below. 

Investment Properties 

Judgements made in application of accounting policy 

Judgement is required in determining whether certain costs represent additions to the carrying amount of the property and 
in distinguishing whether amounts expended under leasing obligations are tenant allowances or incentives. Primaris also 
applied judgement in determining whether the properties it acquires are considered to be asset acquisitions or business 
combinations.  

Use of estimates and assumptions 

The fair value of income producing properties is dependent on significant assumptions including future cash flows over 
the holding period and terminal capitalization rates and discount rates applicable to those assets. The review of future 
cash flows involves assumptions relating to occupancy, rental rates and residual value. In addition to reviewing future 
cash flows, management assesses changes in the business climate and other factors, which may affect the ultimate value 
of the property. A change to any of these inputs may significantly alter the fair value of an investment property. 

It is not possible to forecast with certainty the duration and scope of the economic impact of the COVID-19 pandemic on 
the Trust’s business and operations. Certain aspects of the Trust’s business and operations that could potentially be 
impacted include rental income, occupancy, future demand for space and market rents, which all ultimately impact the 
underlying valuation of its investment properties. 

Joint operations 

Judgements made in application of accounting policy 

Primaris makes judgments in determining the appropriate accounting for investments in other entities. Such judgments 
include assessing the level of control or influence Primaris has and determining whether Primaris’ rights and obligations 
are directly related to the assets and liabilities of the arrangement or to the net assets of the arrangement. In determining 
that Primaris has rights and obligations directly related to the assets and liabilities of the arrangement, Primaris will record 
its proportionate share of assets, liabilities, revenues, expenses and cash flows. 

Leases 

Judgements made in application of accounting policy 

Primaris makes judgements in determining whether certain leases, in particular tenant leases where the Trust is the lessor, 
are either operating or finance leases. When Primaris determines, based on an evaluation of terms and conditions of the 
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lease that the Trust retains all the significant risks and rewards of ownership of the property under the lease agreement 
the lease will be recorded as an operating lease. 

Income taxes 

Judgements made in application of accounting policy 

Primaris uses judgement to interpret income tax rules and regulations and in determining that it meets all the conditions 
prescribed under the Tax Act to qualify as a “real estate investment trust” (as defined in the Tax Act). Primaris has 
determined that it qualifies as a REIT for the current year and expects to continue to qualify. However, should it no longer 
qualify, it would not be able to flow through its taxable income to unitholders and would therefore be subject to income 
tax. 

Expected credit loss 

Use of estimates and assumptions 

Primaris assesses, on a tenant-by-tenant basis, expected losses with its rent receivables. In determining the provision for 
doubtful accounts, Primaris considers the payment history, and future expectations of potential abatements to be granted 
through negotiation or tenant default events. Primaris’ assessment is subjective due to its forward-looking nature. As a 
result, the provision for doubtful accounts is subject to a degree of uncertainty which is compounded by the unprecedented 
impacts of the COVID-19 pandemic. 

Liability for unit-based compensation 

Use of estimates and assumptions 

The fair value of the liability for Trust Unit options is valued using a Black-Scholes model which includes assumptions on 
the expected distribution yield; the expected Trust Unit price volatility; the weighted average expected life of the options; 
and the risk-free interest rate for the expected life of the options. A change to any of these inputs may impact the fair value 
of the liability. 

15.2 Internal Controls over Financial Reporting 

Disclosure Controls and Procedures; and Internal Control Over Financial Reporting 

As a result of the year ended December 31, 2021 being the first financial reporting period following the completion of the 
Arrangement, Primaris will file the alternative form of annual certificate in connection with the filing of this MD&A and the 
related Financial Statements, namely Form 52-109F1-IPO/RTO, which is the form of certificate required to be filed by 
non-venture issuers under National Instrument 52-109 – Certification of Disclosure in Issuers’ Annual and Interim Filings 
(“NI 52-109”) in certain circumstances where the first financial period that ends after an issuer becomes a reporting issuer 
is a financial year. 

In contrast to the usual certificate required for non-venture issuers under NI 52-109, namely, Form 52-109F1, the 
alternative form of certificate in Form 52-109F1 - IPO/RTO does not include representations relating to the establishment 
and maintenance of disclosure controls and procedures (“DC&P”) and internal control over financial reporting (“ICFR”), as 
defined in NI 52-109. In particular, the certifying officers of Primaris filing such certificate are not making any 
representations relating to the establishment and maintenance of: 

i. controls and other procedures designed to provide reasonable assurance that information required to be disclosed 
by Primaris in its annual filing or other reports filed or submitted under securities legislation is recorded, processed, 
summarized and reported within the time periods specified in securities legislation; and 

ii. a process to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
Financial Statements for external purposes in accordance with IFRS. 
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Management is in the process of establishing a system of DC&P and ICFR for such purposes and will be in position to 
make such representations for future financial periods. The certifying officers of Primaris are however responsible for 
ensuring that processes are in place to provide them with sufficient knowledge to support the representations they are 
making in the alternative form of certificate, including that, having exercised  reasonable  diligence, the Financial  
Statements and this MD&A do  not  contain  any untrue  statement  of  a  material  fact  or  omit  to  state  a  material  fact  
required  to  be  stated  or  that  is necessary to make a statement not misleading in light of the circumstances under which 
it was made, with respect to the period covered; and, that the Financial Statements and together with the other financial 
information included in this MD&A fairly present in all material respects the financial condition, results of financial 
performance and cash flows of the Trust, as of the date and for the periods presented. 

Investors should be aware that inherent limitations on the ability of Primaris’ certifying officers to design and implement 
on a cost-effective basis DC&P and ICFR as defined in NI 52-109 in the first financial period following the completion of 
the Arrangement may result in additional risks to the quality, reliability, transparency, and timeliness of interim and annual 
filings and other reports provided under securities legislation. 

15.3 Related Party Transactions 

Prior to December 31, 2021, the Primaris Properties and their operations were held within certain subsidiaries of Former 
Parent. After the completion of the Arrangement, Former Parent was no longer a related party. Included in the December 
31, 2021 Financial Statements are amounts payable to Former Parent of nil (2020 - $ 475.3 million) and office rent 
expense of $0.6 million (2020 - $0.6 million).   

As at December 31, 2021, as a result of the acquisition of the HOOPP Properties, HOOPP was Primaris’ largest unitholder 
at approximately 26%. HOOPP is under no ownership requirements or restrictions with respect to these units. At the same 
time, a non-interest-bearing note payable of $200.2 million was issued to HOOPP and subsequently repaid on January 5, 
2022. 

Individuals that have the authority and responsibility for planning, directing and controlling the Trust’s activities, directly 
or indirectly are considered key management personnel. Prior to December 31, 2021, most of these functions were 
performed by personnel of Former Parent. Subsequently, the Trust formed an experienced executive management team 
to execute the Trust’s strategy, and a diverse Board to provide oversight and guidance. 

15.4 Subsequent Events 

In January 2022, the Former Parent exchanged all of the exchangeable units of the Primaris subsidiary limited partnership, 
that were issued to Former Parent pursuant to the Arrangement for Trust Units on a one-for-one basis in accordance with 
their terms. 

On January 4, 2022, Primaris entered into a $700.0 million unsecured syndicated revolving term facilities maturing January 
5, 2025. 

On January 5, 2022, Primaris repaid the $200.2 million note to HOOPP through a draw on its credit facility. 

On February 15, 2022, Primaris paid a distribution of $0.0667 per unit to unitholders of record January 31, 2022, and on 
February 10, 2022, declared a distribution of $0.667 per unit for unitholders of record February 28, 2022, payable on 
March 15, 2022.  

In January 2022, Primaris sold 2 acres of land to a residential developer for $5.8 million. 

On February 28, 2022, Primaris received approval from the TSX for a NCIB which will enable the Trust to purchase for 
cancellation up to a maximum of 7,498,679 of its units on the open market. The NCIB will commence on March 9, 2022 
and remain in effect until the earlier of March 8, 2023 and the date Primaris has purchased the maximum number of units 
permitted. 
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16.  FINANCIAL FORECAST 

In its Circular, Former Parent published a financial forecast for Primaris, giving effect to the Arrangement and the 
acquisition of the HOOPP Properties, in the form of a Consolidated Statement of Forecasted Net Income for the year ended 
December 31, 2022 (the “Forecast”). The Forecast was prepared in accordance with the significant accounting policies 
Former Parent expected Primaris to apply and otherwise used assumptions with an effective date of November 3, 2021 
that reflected an intended course of action for Primaris for the periods covered given judgement as to the most probable 
set of economic conditions.  

In connection with the preparation of the December 31, 2021 Financial Statements and this MD&A, certain amounts were 
reclassified from how they were presented in the Forecast in order to more accurately reflect the operations of Primaris 
as a stand-alone entity. Specifically, the internal charge for property management fees was eliminated from property 
operating costs and the portion of the management fee that was earned from services provided to co-owners was 
reclassified to other income. The result of such elimination and reclassification is an offsetting increase in general and 
administrative expenses with no change to forecasted net income.  

As of March 4, 2022, nothing has come to management’s attention that would further impact or change the Forecast. 

The below chart presents the effect of the reclassification on the Forecast. 

 
($ thousands) (unaudited) 

 Financial Forecast  
December 31, 2022 

 Reclassification Restated  Published 
Total revenue   $              - $ 361.9 $ 361.9 

Property operating costs    7.5  (174.4)  (181.9) 
Net Operating Income**    7.5  187.5  180.0 

Other income    1.2  1.2  - 

Operating finance costs    -  (35.1)  (35.1) 

General and administrative expenses    (8.7)  (16.1)  (7.4) 

Forecasted net income    $ - $ 137.5 $ 137.5 

The Forecast, as revised herein, should be read in conjunction with the unaudited pro forma combined financial statements 
of Primaris, as well as the audited combined carve-out financial statements for the Primaris Properties and for the HOOPP 
Properties that are appended to the Circular. Below are the notes that accompanied the Forecast in the Circular. 

16.1 Purpose of the Forecast 

The Forecast was prepared by management of Former Parent on behalf of Primaris for use by prospective investors in 
their evaluation of potential investments in Primaris and may not be appropriate for any other purpose. 

The Forecast consists of the consolidated statement of forecasted net income and comprehensive income of Primaris for 
the year ending December 31, 2022. The Forecast was prepared using assumptions with an effective date of November 
3, 2021, as described in Section 16.3, “Significant Assumptions”. 

The Forecast was prepared using Former Parent’s assumptions that reflected Primaris’ intended course of action for the 
periods presented, given Former Parent’s judgement as to the most probable set of economic conditions. The Forecast 
will be compared with the actual results for Primaris for the periods covered and the results of this comparison will 
accompany the annual or interim financial statements of Primaris for the relevant period. There is a significant risk that 
actual results achieved during the Forecast period (being for the year ending December 31, 2022) will vary from the 
forecasted results and that such variations may be material. 

16.2 Summary of Significant Accounting Policies 

The Forecast was prepared using the following policies which incorporated the principal accounting policies Former Parent 
expected to be used by Primaris to prepare its consolidated financial statements for the year ending December 31, 2022. 
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(a) Basis of consolidation: 
The Forecast includes the forecasted accounts of Primaris and the other entities that it controls in accordance with 
IFRS 10, ‘‘Consolidated Financial Statements’’. Control requires exposure or rights to variable returns and the ability 
to affect those returns through power over an investee. All forecasted intercompany transactions and balances 
have been eliminated on consolidation. 

(b) Investment properties: 

Primaris’ investment properties are held to earn rental income or for capital appreciation, or both, but not for sale 
in the ordinary course of business. As such, investment properties are measured at fair value, under IAS 40, 
Investment Property using valuations prepared by either Primaris’ internal valuation team or external independent 
appraisers. 

Primaris performs an assessment of each investment property acquired to determine whether the acquisition is to 
be accounted for as an asset acquisition or a business combination. A transaction is considered to be a business 
combination if the acquired property meets the definition of a business under IFRS 3, as set out in Section 16.2(c), 
“Business combinations”. Primaris expenses transaction costs on business combinations and capitalizes transaction 
costs on asset acquisitions. 

Upon acquisition, investment properties are initially recorded at cost, comprising its purchase price and any directly 
attributable expenditures. Subsequent to initial recognition, Primaris uses the fair value model to account for 
investment properties. Under the fair value model, investment properties are recorded at fair value, determined 
based on available market evidence at each reporting date. The related gain or loss in fair value is recognized in 
net income in the year in which it arises. 

Subsequent capital expenditures are capitalized to investment properties only when it is probable that future 
economic benefits of the expenditure will flow to Primaris, and the cost can be measured reliably. All other repairs 
and maintenance costs are expensed when incurred. Leasing costs, such as commissions incurred in negotiating 
tenant leases, are included in the carrying amount of the investment properties. 

Gains or losses from the disposal of investment properties are determined as the difference between the net 
disposal proceeds and the carrying amount of the investment property and are recognized in net income in the year 
of disposal. 

(c) Business combinations: 

Accounting for business combinations under IFRS 3, Business Combinations is only applicable if it is determined 
that a business has been acquired. Under IFRS 3, a business is defined as an integrated set of activities and assets 
conducted and managed for the purpose of providing a return to investors or lower costs or other economic benefits 
directly and proportionately to Primaris. A business generally consists of inputs, processes applied to those inputs, 
and resulting outputs that are, or will be, used to generate revenues. In the absence of such criteria, a group of 
assets is deemed to have been acquired. If goodwill is present in a transferred set of activities and assets, the 
transferred set is presumed to be a business. Judgement is used by management in determining whether the 
acquisition of an individual property, or group of properties, qualifies as a business combination in accordance with 
IFRS 3 or as an asset acquisition. 

(d) Cash and cash equivalents: 

Cash includes deposits in banks, certificates of deposit and short-term investments with original maturities of less 
than 90 days. 

(e) Joint operations: 

Primaris considers investments in joint arrangements to be joint operations when the Trust makes operating, 
financial and strategic decisions over one or more investment properties jointly with another party and has direct 
rights to the assets and obligations for the liabilities relating to the arrangement. When the arrangement is 
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considered to be a joint operation, Primaris will include its share of the underlying assets, liabilities, revenue and 
expenses in its financial results. 

(f) Units: 

Under IAS 32, Financial Instruments: Presentation, puttable instruments, such as the Units are generally classified 
as financial liabilities unless the exemption criteria are met for equity classification. The Declaration of Trust leaves 
distributions to the discretion of the Trustees and the ability of the Trustees to fund distributions by way of issuing 
additional Units. As such, Primaris met the exemption criteria under IAS 32 for equity classification. Nevertheless, 
the Units are not considered ordinary Units under IAS 33, Earnings Per Share, and therefore an income per unit 
calculation is not presented. 

(g) Exchangeable units: 

Exchangeable units outstanding are puttable instruments where Primaris has a contractual obligation to issue Units 
to participating unitholders upon redemption. These puttable instruments are classified as a liability under IFRS 
and are measured at fair value through profit or loss. 

At the end of each period the fair value is determined by using the quoted price of the Units on the TSX as the 
exchangeable units are exchangeable into Units at the option of the holder. Holders of all exchangeable units are 
entitled to receive the economic equivalent of distributions on a per unit amount equal to a per Unit amount 
provided to holders of Units. 

(h) Finance costs: 

Finance costs are comprised of interest expense on borrowings, distributions on exchangeable units classified as 
liabilities and gain (loss) on change in fair value of exchangeable units. 

Finance costs associated with financial liabilities presented at amortized cost are recognized in net income using 
the effective interest method. 

(i) Revenue from contracts with customers: 
IFRS 15, Revenue from Contracts with Customers contains a single, control-based model that applies to contracts 
with customers and provides two approaches to recognizing revenue: at a point in time or over time. The model 
features a contract-based five-step analysis of transactions to determine whether, how much and when revenue is 
recognized. 

Primaris earns revenue from its tenants from various sources consisting of base rent for the use of space leased, 
recoveries of property tax and property insurance, and service revenue from utilities, cleaning and property 
maintenance costs. 

Revenue from lease components is recognized on a straight-line basis over the lease term and includes the recovery 
of property taxes and insurance. Revenue recognition commences when a tenant has the right to use the premises. 

Revenue related to the services component of Primaris’ leases is accounted for in accordance with IFRS 15. These 
services consist primarily of utilities, cleaning and property maintenance costs for which the revenue is recognized 
over time, typically as the costs are incurred, which is when the services are provided. 

(j) Leases: 
Primaris, as a lessee, recognizes assets and liabilities for all leases with a term of more than twelve months, unless 
the underlying asset is of low value, and is required to recognize a right-of-use asset representing its right to use 
the underlying leased asset and a lease liability representing its obligation to make lease payments. 

(k) Financial instruments: 

IFRS 9, Financial Instruments requires financial assets to be classified and measured based on the business model in 
which they are managed and the characteristics of their contractual cash flows. IFRS 9 contains three principal 
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classification categories for financial assets: measured at amortized cost, fair value through other comprehensive 
income and fair value through profit or loss. 

A financial asset is measured at amortized cost if it meets both of the following conditions and is not designated at 
fair value through profit or loss (“FVTPL”): 

(i) It is held within a business model whose objective is to hold assets to collect contractual cash flows;     
and 

(ii) Its contractual terms give rise on specified dates to cash flows that are solely payments of principal and 
interest on the principal amount outstanding. 

All of Primaris’ financial assets not classified as measured at amortized cost, as described above, are measured at 
FVTPL. 

Under IFRS 9, the change in fair value of financial liabilities carried at FVTPL attributable to changes in the credit risk 
of the liability is presented in other comprehensive income, and the remaining amount of change in fair value is 
presented in profit or loss unless the treatment of the effects of the changes in the credit risk of the liability would 
create an accounting mismatch in profit or loss. 

For impairment of financial assets, IFRS 9 has a forward-looking ‘expected credit loss’ (“ECL”) model. A provision for 
ECL is recognized at each balance sheet date for all financial assets measured at amortized cost. 

Primaris applies the practical expedient to determine ECL on accounts receivable using a provision matrix based on 
historical credit loss experiences adjusted for current and forecasted future economic conditions to estimate lifetime 
ECL. The other ECL models applied to other financial assets also require judgement, assumptions, and estimations on 
changes in credit risks, forecasts of future economic conditions and historical information on the credit quality of the 
financial asset. 

Impairment losses are recorded in operating finance costs in the combined carve-out statement of net income (loss) 
with the carrying amount of the financial asset or group of financial assets reduced through the use of impairment 
allowance accounts. 

(l) Taxes: 

The Forecast was based on Primaris satisfying the tests to qualify for the REIT Exemption and the Trustees distributing 
annually all taxable income directly earned by Primaris to unitholders and, deducting such distributions for income tax 
purposes (see Section 14.3, “Tax Risk – Risks Relating to Securities of the Trust”). 

16.3 Significant Assumptions 

The following table summarizes the details pertaining to the Arrangement that we relied upon in the preparation of 
the Forecast. 

($ thousands) Plan of Arrangement  
Investment properties $ 2,403,350 
Other assets 16,406 
Debt:  

Assumed mortgages (610,751) 
Line of credit (143,000) 

Accounts payable and accrued liabilities (19,578) 
 $ 1,646,427 
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The following table summarizes the detail pertaining to the purchase and sale agreement of the HOOPP Properties 
that were relied upon in the preparation of the Forecast. 

($ thousands) Purchase and Sale Agreement  
Investment properties $ 800,100 
Other assets 17,557 
Debt:  

Assumed mortgages (200,000) 
Accounts payable and accrued liabilities (27,375) 
 $ 590,282 

*Total net assets of $2,236,709. 

The following is a summary of the settlement of the above transaction: 

Settled by issuance of Series A Units (e) $ 2,163,317 
Settled by issuance of Class B Exchangeable Units (d), (e)  73,392 
  $ 2,236,709 

The assumptions related to the property operating income were based on the budgets utilized for the appraisal process 
and approved by management of the Former Parent. 

(a) Revenue 

Forecast rental revenue from investment properties is based on rents from existing leases, as well as expected income 
from the lease-up of spaces that are vacant or anticipated to become vacant due to lease expiry. Existing tenants are 
assumed to fulfil their current contractual lease obligations and remain in occupancy and pay rent for the term of their 
leases. 

Revenue related to the service component of the Trust’s leases is accounted for in accordance with IFRS 15. These services 
consist primarily of the recovery of common area costs including but not limited to repairs and maintenance, utilities, and 
cleaning costs. 

(b) Property operating costs 

Property operating costs have been forecasted with reference to the operating plans and budgets for the portfolio of 
investment properties. The Forecast reflects historical data, anticipated changes, adjusted for changes in costs due to 
inflation and other market trends. The major components of property expenses consist of property taxes, utilities, repairs 
and maintenance, insurance, and salaries. 

(c) Operating Finance Costs 

Finance costs comprise of interest expense on credit facility, amortization of financing costs, amortization of net mark-to-
market adjustments and distributions on Class B exchangeable units. 
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Year ending December 31, 2022 

($ thousands) 

Interest expense on mortgages1 $ (14,600) 

Interest expense on credit facility1 (18,900) 
Amortization of financing fees and mark-to-market adjustments 1,100 
Distribution on Class B exchangeable units2 (2,700) 
Operating Finance Costs $ (35,100) 

1 The Forecast assumed that Primaris would establish a new unsecured revolving credit facility (the “Unsecured Credit Facility”). This assumption was 
based on a term sheet contemplating an Unsecured Credit Facility for an amount up to $950.0 million and that management would use the Unsecured 
Credit Facility to repay (i) certain mortgages totaling $225.0 million, (ii) the existing line of credit balance of $143.0 million; and (iii) the promissory note 
payable to HOOPP of approximately $200.0 million. The Forecast reflects this debt structure when calculating finance costs for the year ending 
December 31, 2022. 

2 The Forecast assumed that distributions will be declared by Primaris in respect of the units on a monthly basis with an annual distribution of 
approximately $0.80 per Unit. The Forecast does not reflect any change in the fair value of the Class B exchangeable units as any such change cannot 
be forecasted. 

(d) General and administrative expenses 

General and administrative expenses were forecasted based on Former Parent management’s best estimates with 
reference to Primaris’ plans and budgets and relate to the day-to-day administration of Primaris. The expenses were 
expected to include trust costs, including legal and audit fees, trustee fees, investor relations and reporting costs, transfer 
agent fees, insurance costs, employee compensation. 

(e) Acquisitions and dispositions of investment properties 

The Forecast does not reflect any potential sales of the portfolio investment properties or acquisitions of retail properties. 
However, it is possible that Primaris could make purchases and sales of properties during the financial forecast period 
which will only be undertaken on a basis considered by management to be advantageous to Primaris and as approved by 
the Trustees. 

(f) Fair value adjustment on investment properties 

The Forecast does not reflect any change in the fair value of the investment properties as any such change is impacted by 
many variables that cannot be forecasted. 

(g) Unit incentive plan 

The forecast includes no compensation expense as no units under the incentive unit plan had been awarded or were 
expected to be awarded at such time. 

(h) Income taxes 

The Forecast assumed that Primaris would on the completion of the Arrangement and throughout its 2022 taxation year 
meet the REIT Exemption as described in Section 16.2(i), “Taxes,” and distribute all of its taxable income to unitholders. 
Accordingly, no provision for current or deferred income taxes was recorded in the consolidated statement of forecasted 
net income. 
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16.4 Commitments and Contingencies 

(a) In the normal course of operations, Primaris has issued letters of credit in connection with developments, financings, 
operations and acquisitions. 

(b) Primaris provides guarantees on behalf of third parties, including co-owners. As at November 3, 2021, Primaris issued 
guarantees amounting to $111.4 million, which expire between 2022 and 2027 relating to the co-owner’s share of 
mortgage liability. 

Credit risks arise in the event that these parties default on repayment of their debt since they are guaranteed by 
Primaris. These credit risks are mitigated as Primaris will have recourse under these guarantees in the event of a 
default by the borrowers, in which case Primaris’ claim would be against the underlying real estate investments.  

(c) Primaris is obligated, under certain contract terms, to construct and develop investment properties. 

(d) Primaris may be subject to claims and legal actions that arise in the ordinary course of business. Former Parent’s 
management was of the opinion that any ultimate liability that may arise from such matters would not have a significant 
adverse effect on the consolidated statement of forecasted net income. 

 

 



MANAGEMENT'S
RESPONSIBILITY FOR
FINANCIAL REPORTING

Alex Avery 
Chief Executive Officer

Rags Davloor
Chief Financial Officer

The management of Primaris Real Estate Investment Trust (Primaris or the Trust) is responsible for the
preparation and fair presentation of the accompanying consolidated statement of financial position and combined
carve-out statements (the Financial Statements) and Management's Discussion and Analysis (MD&A). The
Financial Statements have been prepared in accordance with International Financial Reporting Standards (IFRS)
as issued by the International Accounting Standards Board. 

The Financial Statements and information in the MD&A necessarily include amounts based on best estimates and
judgments by management of the expected effects of current events and transactions with the appropriate
consideration to materiality. In addition, in preparing this financial information, we must make determinations
about the relevancy of information to be included and estimates and assumptions that affect the reported
information. The MD&A also includes information regarding the impact of current transactions and events, sources
of liquidity and capital resources, operating trends, risks and uncertainties. Actual results in the future may differ
materially from our present assessment of this information because future events and circumstances may not
occur as expected. 

In meeting our responsibility for the integrity and fairness of the Financial Statements and MD&A, management
relied on the in-place systems and controls to provide that our financial records are reliable for preparing the
Financial Statements and other financial information, transactions are properly authorized and recorded, and
assets are safeguarded against unauthorized use or disposition. 

As a result of the year ended December 31, 2021 being the first financial reporting period for Primaris, our Chief
Executive Officer and Chief Financial Officer will file the alternative form of annual certificate, namely Form 52-
109F1-IPO/RTO, under National Instrument 52-109 – Certification of Disclosure in Issuers’ Annual and Interim
Filings. Under such certificate, the certifying officers are not making any representations to the establishment and
maintenance of:

controls and other procedures designed to provide reasonable assurance that information required to be  
 disclosed by Primaris in its annual filing or other reports filed or submitted under security legislation is
recorded, processed, summarized and reported within the time periods specified in securities legislation; and
a process to provide reasonable assurance regarding the reliability of financial reporting and the preparation
of Financial Statements for external purposes with IFRS.

1.

2.

The Board of Trustees oversees management’s responsibility for financial reporting through an Audit Committee,
which is composed entirely of independent Trustees. This committee reviews Primaris’ Financial Statements and
MD&A with both management and the independent auditor before such statements are approved by the Board of
Trustees. Other key responsibilities of the Audit Committee include selecting Primaris’ auditor, approving the
consolidated financial statements and MD&A, and monitoring Primaris’ existing systems of internal controls. 

KPMG LLP, the independent auditor of Primaris, has examined our 2021 and 2020 Financial Statements and has
expressed their opinion upon the completion of such examination in the following report to the Unitholders. The
auditor has full and free access to, and meets at least quarterly with, the Audit Committee to discuss their audits
and related matters.

Toronto, Ontario
March 4, 2022
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INDEPENDENT AUDITORS’ REPORT 

To the Unitholders of Primaris Real Estate Investment Trust 

Opinion 
We have audited the consolidated statement of financial position and combined carve-out financial 
statements of Primaris Real Estate Investment Trust (“the Entity”), which comprise: 

• the consolidated statement of financial position as at December 31, 2021 and the combined carve-
out statement of financial position as at December 31, 2020; 

• the combined carve-out statements of income (loss) and comprehensive income (loss) for the 
years then ended; 

• the consolidated statement of changes in unitholders’ equity and combined carve-out statement 
of changes in owner’s net assets for the years then ended; 

• the combined carve-out statements of cash flows for the years then ended; 

• and notes to the consolidated and combined carve-out financial statements, including a summary 
of significant accounting policies 

(hereinafter referred to as the “financial statements”). 

In our opinion, the accompanying financial statements present fairly, in all material respects, the 
consolidated financial position of the Entity as at December 31, 2021 and December 31, 2020, and its 
consolidated financial performance and its cash flows for the years then ended in accordance with 
International Financial Reporting Standards (“IFRS”). 

Basis for Opinion 
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our 
responsibilities under those standards are further described in the “Auditors’ Responsibilities for the 
Audit of the Financial Statements” section of our auditors’ report. 

We are independent of the Entity in accordance with the ethical requirements that are relevant to our 
audit of the financial statements in Canada and we have fulfilled our other ethical responsibilities in 
accordance with these requirements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our opinion. 
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Key Audit Matters 
Key audit  matters  are  those  matters  that,  in  our  professional judgment, were  of most 
significance in our audit of the financial statements for the year ended December 31, 2021. 

These matters were addressed in the context of our audit of the financial statements as a whole, and 
in forming our opinion thereon, and we do not provide a separate opinion on these matters. 

We have determined the matter described below to be the key audit matter to be communicated in 
our auditors’ report. 

Evaluation of the fair value of income-producing properties 
Description of the matter 

We draw attention to Note 2 (c), Note 3 (a) and Note 5 of the financial statements. The Entity has 
recorded income-producing properties at fair value for an amount of $3,023,188 thousand. Investment 
properties are measured at fair value using valuations prepared by the Entity's internal valuations team. 
The fair value of income-producing properties is dependent on significant assumptions including future 
cash flows over the holding period, terminal capitalization rates and discount rates applicable to those 
assets.  

Why the matter is a key audit matter 

We identified the evaluation of the fair value of income-producing properties as a key audit matter. This 
matter represented an area of significant risk of material misstatement given the magnitude of income-
producing properties and the high degree of estimation uncertainty in determining the fair value of 
income-producing properties. In addition, significant auditor judgment and specialized skills and 
knowledge were required in performing, and evaluating the results of, our audit procedures due to the 
sensitivity of the fair value of income-producing properties to minor changes in certain significant 
assumptions. 

How the matter was addressed in the audit 

The primary procedures we performed to address this key audit matter included the following: 

For a selection of income-producing properties, we assessed the Entity’s ability to accurately forecast 
cash flows by comparing the Entity’s forecasted future cash flows to be generated by the income-
producing properties used in the prior year’s estimate of the fair value of income-producing properties 
to actual results. 

For a selection of income-producing properties, we compared the future cash flows used by Entity’s 
internal valuation team and external independent appraisers to the actual historical cash flows. We 
considered the changes in conditions and events affecting the income-producing properties to assess 
the adjustments, or lack of adjustments, made by the Entity’s internal valuation team and external 
independent appraisers in arriving at those future cash flows. 

We involved valuations professionals with specialized skills and knowledge, who assisted in evaluating, 
for the overall portfolio, the appropriateness of the terminal capitalization rates and discount rates used 
by Entity’s internal valuation team and external independent appraisers. These rates were evaluated 
by comparing them to published reports of real estate industry commentators and where available, 
recent sales of similar properties while considering the features of the specific income-producing 
properties. 

We evaluated the competence, capabilities and objectivity of the external independent appraisers by: 

• Inspecting evidence that the appraisers are in good standing with the Appraisal Institute 

• Considering whether the appraisers have appropriate knowledge in relation to the specific type of 
income-producing properties 

• Reading the reports of the external independent appraisers which refers to their independence. 
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Other Information 
Management is responsible for the other information. Other information comprises: 

• the information included in Management’s Discussion and Analysis filed with the relevant 
Canadian Securities Commissions; and 

• the information, other than the financial statements and the auditors’ report thereon, included in a 
document entitled “2021 Annual Report”. 

Our opinion on the financial statements does not cover the other information and we do not and will 
not express any form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other information 
identified above and, in doing so, consider whether the other information is materially inconsistent with 
the financial statements or our knowledge obtained in the audit and remain alert for indications that the 
other information appears to be materially misstated. 

We obtained the information included in Management’s Discussion and Analysis filed with the relevant 
Canadian Securities Commissions and the information other than the financial statements and the 
auditors’ report thereon, included in a document entitled “2021 Annual Report” as at the date of this 
auditors’ report. 

If, based on the work we have performed on this other information, we conclude that there is a material 
misstatement of this other information, we are required to report that fact in the auditors’ report. 

We have nothing to report in this regard. 

Responsibilities of Management and Those Charged with Governance for the 
Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with International Financial Reporting Standards (IFRS), and for such internal control as 
management determines is necessary to enable the preparation of financial statements that are free 
from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the Entity’s ability to 
continue as a going concern, disclosing as applicable, matters related to going concern and using the 
going concern basis of accounting unless management either intends to liquidate the Entity or to cease 
operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Entity’s financial reporting process. 
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Auditors’ Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that 
includes our opinion. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with Canadian generally accepted auditing standards will always detect a material 
misstatement when it exists. 

Misstatements can arise from fraud or error and are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on 
the basis of the financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise 
professional judgment and maintain professional skepticism throughout the audit. 

We also: 

• Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. 

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or 
the override of internal control; 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Entity’s internal control; 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management; 

• Conclude on the appropriateness of management's use of the going concern basis of accounting 
and, based on the audit evidence obtained, whether a material uncertainty exists related to events 
or conditions that may cast significant doubt on the Entity’s ability to continue as a going concern. If 
we conclude that a material uncertainty exists, we are required to draw attention in our auditors’ 
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to 
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our 
auditors’ report. However, future events or conditions may cause the Entity to cease to continue as a 
going concern. 

• Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and events 
in a manner that achieves fair presentation. 

• Communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that we identify during our audit. 

• Provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and communicate with them all relationships and 
other matters that may reasonably be thought to bear on our independence, and where applicable, 
related safeguards. 

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the group Entity to express an opinion on the financial statements. We 
are responsible for the direction, supervision and performance of the group audit. We remain solely 
responsible for our audit opinion. 



March 4, 2022 
 

 

• Determine, from the matters communicated with those charged with governance, those matters 
that were of most significance in the audit of the financial statements of the current period and are 
therefore the key audit matters. We describe these matters in our auditors' report unless law or 
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, 
we determine that a matter should not be communicated in our auditors' report because the 
adverse consequences of doing so would reasonably be expected to outweigh the public interest 
benefits of such communication. 

 

 
Chartered Professional Accountants, Licensed Public Accountants 

The engagement partner on the audit resulting in this auditors’ report is Larry Toste. Toronto, Canada 
March 4, 2022 
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PRIMARIS REAL ESTATE INVESTMENT TRUST 
Consolidated Statement of Financial Position as at December 31, 2021 and  
Combined Carve-Out Statement of Financial Position as at December 31, 2020 
 
(In thousands of Canadian dollars) 

  2021 2020 
 

Assets 
 
Investment properties (Note 5) $ 3,204,188 $ 2,103,675 
Rent receivables and other assets (Note 7) 38,018 16,272 
Cash and cash equivalents 5,636 15,008 
Total assets $ 3,247,842 $ 2,134,955 
 

Liabilities and Equity 
 
Liabilities: 
Mortgages payable (Note 8) $ 579,434 $ 609,900 
Credit facilities (Note 9) 143,000 – 
Note payable (Note 10) 200,210 – 
Exchangeable units (Note 12) 54,978 19,244 
Trade payables and other liabilities (Note 11) 78,894 504,111 
Total liabilities 1,056,516 1,133,255 
 
Equity: 
Unitholders' equity (Note 13) 2,191,326 – 
Owner's net investment (Note 13) – 1,001,700 
  2,191,326 1,001,700 
Total liabilities and equity $ 3,247,842 $ 2,134,955 
 
Contingencies and commitments (Note 23) 
Subsequent events (Notes 4,7,9,10,12,13,22 and 26) 

See accompanying notes to the consolidated and combined carve-out financial statements. 

On behalf of the Board of Trustees: 

 

Louis Forbes                                      Alex Avery 

 
Louis Forbes      Alex Avery 
Trustee      Trustee 
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PRIMARIS REAL ESTATE INVESTMENT TRUST 
Combined Carve-Out Statements of Income (Loss) and Comprehensive Income (Loss) 
Years ended December 31, 2021 and 2020 
 
(In thousands of Canadian dollars) 

  2021 2020 
 
Net property income: 
Rental revenue (Note 16) $ 253,979 $ 270,230 
Property operating costs (Note 16) (112,385) (141,756) 
  141,594 128,474 
 
Other income and expenses: 
Interest and other income (Note 17) 2,510 3,264 
Net interest and other financing charges (Note 18) (18,881) (20,493) 
General and administrative (Note 19) (13,532) (9,908) 
Adjustment to fair value of exchangeable units (Note 12) (4,532) 16,221 
Adjustment to fair value of investment properties (Note 5) 238,541 (692,036) 
Transaction costs (Note 4) (4,711) – 
  199,395 (702,952) 
 
Net income (loss) and comprehensive income (loss) $ 340,989 $ (574,478) 
 
Net income (loss) and comprehensive income (loss) attributable to: 
Trust unitholders $ (13,582) $ – 
Owner’s net investment 354,571 (574,478) 
  $ 340,989 $ (574,478) 
 

See accompanying notes to the consolidated and combined carve-out financial statements. 
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PRIMARIS REAL ESTATE INVESTMENT TRUST 
Consolidated Statement of Changes in Unitholders’ Equity and  
Combined Carve-Out Statement of Changes in Owner’s Net Assets 
Years ended December 31, 2021 and 2020 
 
(In thousands of Canadian dollars) 
  2021 2020 
 
Unitholders’ Equity 
Balance, beginning of year $ - $ - 
Issuance of Trust Units under the Arrangement (Note 4) 1,607,254 - 
Issuance of Trust Units for HOOPP asset acquisition (Note 4) 600,628 - 
Re-classification of unit-based compensation liability (Note 13) (2,443) - 
Re-classification of right-of-use assets and liability (Note 13)                      (531) - 
Net loss attributable to Trust unitholders                                   (13,582) - 

 Balance, end of year   $ 2,191,326     $         - 
 
Owner’s Net Investment 
Balance, beginning of year $ 1,001,700    $ 1,575,903 
Net income (loss) attributable to Owner 354,571 (574,478) 
Distribution - 275 
Former Parent intercompany balance converted to net equity 300,310 – 
Distribution of net assets from Former Parent (1,656,581) – 
Balance, end of year $         -  $1,001,700 
 
Balance, end of year $ 2,191,326 $ 1,001,700 
 

 

 

See accompanying notes to the consolidated and combined carve-out financial statements. 
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PRIMARIS REAL ESTATE INVESTMENT TRUST 
Combined Carve-Out Statements of Cash Flows 
Years ended December 31, 2021 and 2020 
 
(In thousands of Canadian dollars) 

  2021 2020 
 
Cash provided by (used in): 
 
Operating activities: 
Net income (loss) $ 340,989 $ (574,478) 
Net interest and other financing charges (Note 18) 18,881 20,493 
Interest paid (22,212) (26,688) 
Straight-line rent (Note 5) (3,133) (3,637) 
Adjustment to fair value of exchangeable units (Note 12) 4,532 (16,221) 
Adjustment to fair value of investment properties (Note 5) (238,541) 692,036 
Change in non-cash operating items (176,684) 187,341 
  (76,168) 278,846 
 
Financing activities: 
Mortgages payable (Note 8): 

Borrowings, net of financing costs 284,090 41,795 
Principal repayments (314,204) (61,316) 

Credit facilities, net advances (repayments) (Note 9) 143,000 (172,700) 
Distributions - 275  
  112,886 (191,946) 
 
Investing activities: 
Investment properties (Note 5): 

Redevelopment activities (24,870) (65,215) 
Maintenance capital (11,617) (11,304) 
Tenant allowances and leasing costs (9,603) (3,383) 

  (46,090) (79,902) 
 
Increase (decrease) in cash and cash equivalents (9,372) 6,998 
Cash and cash equivalents, beginning of year 15,008 8,010 
Cash and cash equivalents, end of year $ 5,636 $ 15,008 
 

See accompanying notes to the consolidated and combined carve-out financial statements. 
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Notes to the Consolidated and Combined Carve-Out Financial Statements 
Years ended December 31, 2021 and 2020 
 
(In thousands of Canadian dollars) 
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Primaris Real Estate Investment Trust and its consolidated subsidiaries (collectively "Primaris" or the "Trust") own, 
develop, and operate a national portfolio of enclosed shopping centres located primarily in secondary Canadian markets. 
Primaris is an unincorporated, open-ended mutual fund trust governed by the laws of the Province of Ontario and 
established pursuant to a declaration of trust dated November 12, 2021, as amended and restated on December 15, 2021 
(the “Declaration of Trust”). The Trust's principal, registered, and head office is located at 26 Wellington Street East, Suite 
400, Toronto, Ontario, M5E 1S2. 

On December 31, 2021, Primaris became a stand-alone entity following the successful completion of a spin-out 
transaction implemented by way of a plan of arrangement (the “Arrangement”) pursuant to which 27 investment 
properties (the “Primaris Properties”) formerly held by H&R Real Estate Investment Trust (the “Former Parent”) were spun-
out to Primaris. Immediately after the completion of the Arrangement, Primaris acquired an additional 8 investment 
properties (the “HOOPP Properties”) from Healthcare of Ontario Pension Plan (“HOOPP”).  Primaris' trust units (the 
"Trust Units" or "Units") are listed on the Toronto Stock Exchange (the "TSX") and are traded under the symbol "PMZ.UN".   

1. Statement of compliance and basis of preparation 

(a) Statement of compliance 
These consolidated and combined carve-out financial statements have been prepared in accordance with 
International Financial Reporting Standards ("IFRS") as issued by the International Accounting Standards Board 
("IASB") and using the accounting policies described herein. These consolidated and combined carve-out financial 
statements were authorized by the Primaris Board of Trustees (the "Board") on March 4, 2022. 

(b) Basis of preparation 
Under the Arrangement, unitholders of Former Parent received one Trust Unit for every four Former Parent units 
held immediately prior to closing of the Arrangement. These combined carve-out financial statements have been 
prepared on a continuity-of-interests basis, based on the transfer of an existing business to an entity under common 
control, whereby the predecessor entity's historical accounting basis for the assets acquired and liabilities assumed 
continues to be used as the accounting basis in the successor's financial statements.  

Accordingly, these combined carve-out financial statements include the financial position, results of operations, 
change in owner’s net investment, and cash flows based on the historical accounting records of the predecessor 
entity for the years ended December 31, 2021, and December 31, 2020. The combined carve-out statements include 
the operating results of the Primaris Properties, located throughout Canada, and the costs related with managing 
the properties which include interest expense on debt, and general and administrative expenses. The combined 
carve-out statements exclude the HOOPP Properties, properties sold prior to December 30, 2020, and other 
adjustments unrelated to the ownership and operations of the Primaris Properties. 

The consolidated statement of financial position and the consolidated statement of changes in unitholders’ equity 
as at December 31, 2021 are not prepared on a combined carve-out basis (Note 2) and include the impact of the 
acquisition of the HOOPP Properties. 

The consolidated and combined carve-out financial statements are prepared on a going concern basis using the 
historical cost method except for investment properties (Note 5), certain units of limited partnerships that are 
exchangeable for publicly traded REIT units at the option of the holder (Note 12), and liabilities for unit-based 
compensation plans (Note 14), that have all been measured at fair value. 
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The consolidated and combined carve-out financial statements are presented in Canadian dollars, the Trust's 
functional currency. 

The Trust presents its consolidated statement of financial position and combined carve-out statement of financial 
position based on the liquidity method, whereby all assets and liabilities are presented in ascending order of 
liquidity, while the notes to the consolidated and combined carve-out financial statements distinguish between 
current and non-current assets and liabilities. Primaris considers this presentation to be reliable and more relevant 
to the Trust's business.  

In measuring performance, or allocating resources, management does not distinguish or group its operations into 
any sub-segments. As such, the Trust’s operating results are presented as a single reportable segment which 
comprises the ownership, management and development of its investment properties located across Canada. 

Presentation of certain figures in the combined carve-out statements has been reclassified. 

(c) COVID-19 pandemic 
The preparation of Primaris' consolidated and combined carve-out financial statements requires management to 
consider the impacts of the COVID-19 pandemic on estimates and assumptions that affect the carrying values of its 
assets and liabilities. It is not possible to forecast with any certainty the duration and full scope of the economic 
impact of the pandemic on the Trust's business and operations, or on global capital and equity markets. The 
estimates and assumptions that the Trust considers critical and/or that could be impacted by the pandemic include 
those underlying the valuation of investment properties, the estimation of expected credit losses on its accounts 
receivable, and the determination of the values of financial instruments for disclosure purposes. 

2. Significant accounting policies 

(a) Basis of consolidation 
The consolidated statement of financial position and the consolidated statement of changes in unitholders’ equity 
as at December 31, 2021 include the accounts of all entities in which Primaris holds a controlling interest. Control 
is achieved when the Trust has power over the entity, has exposure, or rights, to variable returns from its 
involvement with the entity, and can use its power to affect its returns. All material intercompany transactions and 
balances have been eliminated upon consolidation. 

Joint operation 
Primaris carries out a portion of its activities through joint operations and records its proportionate share of assets, 
liabilities, revenues, expenses, and cash flows of all joint operations in which it participates. A joint operation is a 
type of joint arrangement where the Trust makes operating, financial, and strategic decisions over one or more 
investment properties jointly with another party, and has direct, not net, rights to the assets and obligations for the 
liabilities relating to the arrangement. 

(b) Business combinations 
When an investment is acquired, the Trust considers the substance of the assets and activities of the acquisition in 
determining whether the transaction represents an asset acquisition or a business combination. The transaction is 
classified as a business combination if the acquired investment meets the definition of a business, in accordance 
with IFRS 3, “Business Combinations”, being an integrated set of activities and assets that are capable of being 
managed for the purposes of providing a return to unitholders. 
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The acquisition of a business is accounted for using the acquisition method. The cost of an acquisition is measured 
as the aggregate of the consideration transferred at fair value on the date of acquisition. Identifiable assets acquired, 
and liabilities and contingent liabilities assumed in a business combination are measured at fair value at the 
acquisition date. Any contingent consideration to be transferred by the acquirer will be recognized at fair value at 
the acquisition date. Transaction costs related to the acquisition are expensed as incurred. 

If the acquisition of an investment does not represent a business, it is accounted for as an acquisition of a group of 
assets and liabilities. The cost of the acquisition is allocated to the assets acquired, liabilities and contingent 
liabilities assumed based on their relative fair values at the acquisition date, and no goodwill is recognized. 
Transaction costs related to the acquisition are capitalized to the investment. 

(c) Investment properties 
Primaris' investment properties are held to earn rental income or for capital appreciation, or both, but not for sale in 
the ordinary course of business. The Trust accounts for its investment properties in accordance with International 
Accounting Standard ("IAS") 40, “Investment Properties”. Investment properties include income-producing 
properties and land held for development. 

Upon acquisition, investment properties are initially recorded at cost, comprised of the purchase price and any 
directly attributable expenditures. Subsequent to initial recognition, Primaris uses the fair value model to account 
for investment properties.  Under the fair value model, investment properties are recorded at fair value, determined 
based on available market evidence at each reporting date in accordance with the valuation policy discussed in Note 
5.  The related gain or loss arising from the change in fair value is recognized in net income in the period in which 
it arises. 

Subsequent capital expenditures are capitalized to investment properties only when it is probable that future 
economic benefits of the expenditure will flow to the Trust and the cost can be measured reliably. These costs 
include revenue enhancing capital expenditures that result in additional gross leasable area and operating capital 
expenditures which maintain or improve the existing productive capacity of an income-producing property.   

Operating capital includes: 
• Maintenance capital: Expenditures incurred pursuant to a capital plan to maintain the productive capacity of the 

properties, such as parking lot resurfacing and roof replacements. Tenant leases generally provide for the ability 
to recover a significant portion of such costs over time. 

• Tenant allowances: Amounts expended to meet the Trust's lease obligations which are determined to primarily 
benefit and/or are owned by the Trust. In such circumstances, the Trust is considered to have acquired an asset 
which is recorded as an addition to income-producing properties. If benefit of the payment primarily confers to 
the tenant, the amount is considered a tenant inducement which is amortized on a straight-line basis over the 
term of the lease as a reduction of revenue. 

• Leasing costs: Costs, such as commissions, incurred in negotiating tenant leases are recorded as additions to 
investment properties. 

All other costs are expensed to repairs and maintenance when incurred. 

Gains or losses from the disposal of investment properties are determined as the difference between the net 
disposal proceeds and the carrying amount of the investment property and are recognized in net income in the 
period of disposal. 
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(d) Financial instruments 
Financial assets and financial liabilities are recognized in the consolidated statement of financial position, and 
combined carve-out statement of financial position, when the Trust becomes a party to the contractual provisions 
of a financial instrument. 

Classification and measurement 
IFRS 9, “Financial Instruments”, requires financial assets to be classified, at the time of recognition, based on the 
business model in which they are managed and the characteristics of their contractual cash flows. Financial assets 
are classified and measured based on three categories: (i) amortized cost, (ii) fair value through other comprehensive 
income ("FVOCI"), or (iii) fair value through profit or loss ("FVTPL"). Financial liabilities are classified and measured 
based on two categories: (i) amortized cost, or (ii) FVTPL.  

All financial instruments are measured at fair value on initial recognition. Transaction costs attributable to the 
acquisition or issuance of financial assets and financial liabilities, other than those classified as FVTPL, are added to 
or deducted from the fair value on initial recognition. Transaction costs attributable to the acquisition or issuance of 
financial assets and financial liabilities classified as FVTPL are recognized immediately in net income. Subsequent 
measurement for financial assets and financial liabilities is based on either fair value, or amortized cost using the 
effective interest method, based upon their classification. 

The following summarizes the classification and measurement of financial assets and liabilities:   

Financial Asset / Liability Classification and Measurement 

 
 Rent receivables  Amortized cost 

Cash and cash equivalents  Amortized cost 

Mortgages payable Amortized cost 

Credit facilities Amortized cost 

Exchangeable units FVTPL 

Liability for unit-based compensation plans FVTPL 

Trade payables and other liabilities Amortized cost 

 
Impairment and derecognition 
An allowance for expected credit losses is recognized for all financial assets measured at amortized cost or FVOCI. 
Impairment losses, if incurred, would be recorded as expenses in net income. 

Financial assets are derecognized when the contractual rights to receive cash flows and benefits expire. The 
difference between an asset’s carrying value and the sum of the consideration received or receivable is recorded in 
net income. Financial liabilities are derecognized when obligations under the contract expire, are discharged, or 
cancelled. The difference between a liability’s carrying value and the sum of the consideration paid or payable is 
recorded in net income. 
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(e) Fair value 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. The fair value measurement is based on the presumption 
that the transaction to sell the asset or transfer the liability takes place either in the principal market for the asset 
or liability or, in absence of a principal market, in the most advantageous market for the asset or liability that is 
accessible by Primaris. The Trust uses valuation techniques that are appropriate in the circumstances and for which 
sufficient data is available to measure fair value, maximizing the use of relevant observable inputs and minimizing 
the use of unobservable inputs. A fair value measurement of a non-financial asset considers a market participant's 
ability to generate economic benefits by using the asset in its highest and best use. 

All assets and liabilities, for which fair value is measured or disclosed in the consolidated and combined carve-out 
financial statements, are categorized within the fair value hierarchy, described as follows, based on the lowest level 
input that is significant to the fair value measurement: 

Level 1 - quoted (unadjusted) market prices in active markets for identical assets or liabilities; 
Level 2 - valuation techniques for which the lowest level input that is significant to the fair value measurement 
is directly or indirectly observable; and 
Level 3 - valuation techniques for which the lowest level input that is significant to the fair value measurement 
is unobservable. 

Valuation process 
The following table describes the valuation techniques used by Primaris in the determination of fair value of assets 
and liabilities:   

Asset / Liability Valuation Approach 

Investment properties  Valuation method described in Note 5 
  
Rents receivable, cash and  The carrying amount approximates fair value due to the 
cash equivalents short-term maturity of these assets 
Long-term debt Present value of contractual cash flows, discounted at  
  Primaris’ current incremental borrowing rate for similar types  
  of borrowing or, where applicable, quoted market prices 
Credit facilities and note payable The carrying amount approximates fair value due to the    
  short-term maturity of these assets 
Exchangeable units, and Units granted  Closing market trading price of underlying Units 
under unit-based compensation plans  
Trade payables and other liabilities The carrying amount approximates fair value due to the 

  short-term maturity of these liabilities 
 

(f) Rents receivable 
Rent receivables are recognized initially at fair value, subsequently at amortized cost and, where relevant, adjust 
for the time value of money. The Trust assesses on a forward-looking basis the expected credit losses associated 
with its rent receivables. A recognition of a loss allowance is made for the lifetime expected credit losses on initial 
recognition of the receivable. In determining the expected credit losses, the Trust considers any recent payment 



PRIMARIS REAL ESTATE INVESTMENT TRUST 
Notes to the Consolidated and Combined Carve-Out Financial Statements (continued) 
 
(In thousands of Canadian dollars) 
 

72 

behaviours and future expectations of likely default events. These assessments are made on a tenant-by-tenant 
basis. 

(g) Cash and cash equivalents 
Cash and cash equivalents consist of unrestricted cash on hand and marketable investments with an original 
maturity date of three months or less. 

(h) Trust Units 
With certain restrictions, the Trust Units are redeemable at the option of the holder, and, therefore, are considered 
puttable instruments in accordance with IAS 32, “Financial Instruments – Presentation”. Puttable instruments are 
required to be accounted for as financial liabilities, except where certain conditions are met in accordance with 
IAS 32, in which case, the puttable instruments may be presented as equity. 

To be presented as equity, a puttable instrument must meet all of the following conditions: (i) it must entitle the 
holder to a pro-rata share of the entity's net assets in the event of the entity's dissolution; (ii) it must be in the class 
of instruments that is subordinate to all other instruments; (iii) all instruments in the class in (ii) above must have 
identical features; (iv) other than the redemption feature, there can be no other contractual obligations that meet 
the definition of a liability; and (v) the expected cash flows for the instrument must be based substantially on the 
profit or loss of the entity or change in fair value of the instrument. The Trust Units meet the conditions of IAS 32 
and, accordingly, are presented as equity in the consolidated financial statements. 

(i) Exchangeable units 
Certain Class B limited partnership units of certain subsidiaries of Primaris are, or may in the future be, exchangeable 
into publicly traded REIT units at the option of the holder (the "exchangeable units"). Exchangeable units are 
considered puttable instruments and are required to be classified as financial liabilities at FVTPL. Distributions paid 
on exchangeable units are accounted for as interest expense. 

(j) Unit-based compensation 
Primaris has three unit-based compensation plans: the Trust Unit Option ("Option"), Restricted Trust Unit ("RTU"), 
and Performance Trust Unit ("PTU") plans. The plans are accounted for as cash-settled awards, as the Trust is an 
open-ended trust making its Trust Units redeemable, and thus requiring its unit-based compensation plans to be 
recognized as a liability carried at fair value. Compensation expense is recognized in net income over the vesting 
periods of each plan. 

(k) Leases 
Primaris as a lessee 
Leases are recognized as a right-of-use ("ROU") asset and corresponding liability at the commencement date, 
except for short-term leases of twelve months or less, or low value leases or right-of-use assets which are expensed 
in net income on a straight-line basis over the lease term. 

At the inception of the lease, the ROU asset is measured at cost, comprising initial lease liability, initial direct costs, 
and any future restoration or refurbishment costs, less any incentives granted by the lessors. The ROU asset is 
depreciated over the shorter of the asset's useful life and the lease term of the underlying asset on a straight-line 
basis. The ROU asset is subject to testing for impairment if there is an indicator for impairment. 

The lease liability is initially measured at the present value of the lease payments that are not paid at the 
commencement date, discounted using the interest rate implicit in the lease, or if not determinable, Primaris' 
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incremental borrowing rate, specific to the term of the lease. The lease liability is subsequently measured at 
amortized cost using the effective interest rate method. 

Primaris as a lessor 
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and 
rewards of ownership to the lessee. All other leases are classified as operating leases. To make this assessment, 
the Trust considers certain indicators including whether the lease is for the major part of the economic life of the 
asset or the present value of lease payments is substantially all of the fair value of an underlying asset. Primaris 
has determined that all its leases with its tenants are operating leases. Revenue is recorded in accordance with 
Primaris' revenue recognition policy. 

(l) Revenue recognition 
Primaris has not transferred substantially all the risks and benefits of ownership of its investment properties and, 
therefore, accounts for leases with its tenants as operating leases. Revenue recognition under a lease commences 
when the tenant has a right to use the leased asset, which is typically when the space is turned over to the tenant 
to begin fixturing. Where the Trust is required to make additions to the property in the form of tenant improvements 
that enhance the value of the property, revenue recognition begins upon substantial completion of those 
improvements. 

Revenue earned from tenants under lease agreements includes both a lease component and a non-lease 
component. 

Minimum base rent, straight-line rent, recovery of realty taxes and insurance, lease surrender fees and percentage 
rent are considered lease components in the scope of IFRS 16, “Leases”. Certain leases have minimum base rental 
payments that change over the term of the lease. The total amount of contractual base rent to be received is 
recognized on a straight-line basis over the term of the lease. A straight-line rent receivable, which is included in 
the carrying amount of investment properties, is recorded for the difference between the rental revenue recorded 
and the contractual amount of minimum base rent received or receivable. Lease surrender fees are earned from 
tenants in connection with the cancellation or early termination of their remaining lease obligations and are 
recognized when a lease surrender agreement is signed, and collection is reasonably assured. Percentage rents are 
recognized when the sales thresholds, set out in the leases, have been met. 

Lease agreements allow for the recovery from tenants of costs to maintain and operate the property, and other 
support services. The property management services are considered to be one performance obligation, meeting the 
criteria for over time recognition in IFRS 15, “Revenue from Contracts with Customers”, and are recognized in the 
period that recoverable costs are incurred, or services are performed. 

Primaris also recognizes revenue from its property management services in connection with co-ownership 
operations. Fees are generally recognized as revenue over the period of performance of those services and amounts 
are determined based on agreements in place. 

(m) Income tax 
Primaris qualifies as a "mutual fund trust" and a real estate investment trust under the Income Tax Act (Canada) 
(the “Tax Act”). Certain legislation relating to the federal income taxation of Specified Investment Flow Through 
trusts or partnerships ("SIFT") provide that certain distributions from a SIFT will not be deductible in computing the 
SIFT's taxable income and that the SIFT will be subject to tax on such distributions at a rate that is substantially 
equivalent to the general tax rate applicable to Canadian corporations. 
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Under the SIFT rules, the taxation regime will not apply to a REIT that meets prescribed conditions relating to the 
nature of its assets and revenue (the "REIT Conditions") and distributions may be deducted against the REIT's 
taxable income. Primaris has reviewed the SIFT rules and has assessed its interpretation and application to its assets 
and revenue and has determined that it meets the REIT Conditions. The Board intends to distribute annually all 
taxable income directly earned by Primaris to unitholders and to deduct such distributions for income tax purposes. 
Accordingly, except for transactions of a subsidiary of the Trust, no net current income tax expense or deferred 
income tax assets or liabilities have been recorded in the consolidated and combined carve-out financial statements. 

(n) Future changes in accounting standards 
Standards issued but not yet effective up to the date of issuance of these consolidated and combined carve-out 
financial statements, which the Trust reasonably expects to be applicable at a future date, are described below.  

Amendment to IAS 1, “Presentation of Financial Statements”  
In January 2020, the IASB issued amendments to IAS 1 to clarify the requirements for classifying liabilities as current 
or non-current. The amendments specify that the conditions which exist at the end of a reporting period are those 
which will be used to determine if a right to defer settlement of a liability exists. The amendments also clarify the 
situations that are considered a settlement of a liability. The amendments are effective January 1, 2023, with early 
adoption permitted. The amendments are to be applied retrospectively. Management is currently assessing the 
impact of this amendment. 

Amendments to IAS 8, “Accounting Policies, Changes in Accounting Estimates and Errors”  
In February 2021, the IASB issued amendments to IAS 8, introducing a definition of accounting estimates. The 
amendments clarify the distinction between changes in accounting estimates, and changes in accounting policies, 
and the correction of errors. Also, they clarify how entities use measurement techniques and inputs to develop 
accounting estimates. The amendments are effective January 1, 2023, with early adoption permitted. Management 
is currently assessing the impact of these amendments. 

Amendments to IAS 1 and IFRS Practice Statement 2, “Making Materiality Judgements” 
In February 2021, the IASB issued amendments to IAS 1 and IFRS Practice Statement 2, with the aim to help entities 
provide accounting policy disclosures that are more useful by replacing the requirement for entities to disclose their 
‘significant’ accounting policies with a requirement to disclose their ‘material’ accounting policies and adding 
guidance on how entities apply the concept of materiality in making decisions about accounting policy disclosures. 
The amendments are effective January 1, 2023, with early adoption permitted. Management is currently assessing 
the impact of these amendments.  

3. Critical judgments, estimates and assumptions 

The preparation of Primaris' consolidated and combined carve-out financial statements requires management to make 
significant judgments in the process of applying Primaris' accounting policies (as disclosed in Note 2) that affect the 
carrying amounts of assets and liabilities, and the reported amounts of revenues and expenses. In addition, estimates and 
assumptions are used, mainly in determining the measurement of balances recognized or disclosed in the financial 
statements, that are based on a set of underlying data that may include management's historical experience, knowledge 
of current events and conditions, and other factors that are believed to be reasonable under the circumstances. 
Management continually evaluates the estimates and judgments it uses. 
  



PRIMARIS REAL ESTATE INVESTMENT TRUST 
Notes to the Consolidated and Combined Carve-Out Financial Statements (continued) 
 
(In thousands of Canadian dollars) 
 

75 

In the process of applying Primaris’ accounting policies, management was required to apply judgement in the areas 
discussed below. 

(a) Investment properties 
Judgments made in application of accounting policy 
Judgment is required in determining whether certain costs represent additions to the carrying amount of the 
property and in distinguishing whether amounts expended under leasing obligations are tenant allowances or 
incentives. Primaris also applied judgement in determining whether the properties it acquires are considered to be 
asset acquisitions or business combinations.  

Use of estimates and assumptions 
The fair value of income-producing properties is dependent on future significant assumptions including cash flows 
over the holding period and terminal capitalization rates and discount rates applicable to those assets. The review 
of future cash flows involves assumptions relating to occupancy, rental rates and residual value. In addition to 
reviewing future cash flows, management assesses changes in the business climate and other factors, which may 
affect the ultimate value of the property. A change to any of these inputs may significantly alter the fair value of an 
investment property. 

It is not possible to forecast with certainty the duration and scope of the economic impact of the COVID-19 pandemic 
on the Trust's business and operations. Certain aspects of the Trust's business and operations that could potentially 
be impacted include rental income, occupancy, future demand for space and market rents, which all ultimately 
impact the underlying valuation of its investment properties. 

(b) Joint operations 
Judgements made in application of accounting policy 
Primaris makes judgments in determining the appropriate accounting for investments in other entities. Such 
judgments include assessing the level of control or influence Primaris has and determining whether Primaris' rights 
and obligations are directly related to the assets and liabilities of the arrangement or to the net assets of the 
arrangement. In determining that Primaris has rights and obligations directly related to the assets and liabilities of 
the arrangement, Primaris will record its proportionate share of assets, liabilities, revenues, expenses and cash 
flows. 

(c) Leases 
Judgements made in application of accounting policy 
Primaris makes judgements in determining whether certain leases, in particular tenant leases where the Trust is the 
lessor, are either operating or finance leases. When Primaris determines, based on an evaluation of terms and 
conditions of the lease, that the Trust retains all the significant risks and rewards of ownership of the property under 
the lease agreement with a tenant, the lease will be recorded as an operating lease. 

(d) Income taxes 
Judgments made in application of accounting policy 
Primaris uses judgement to interpret income tax rules and regulations and in determining that it meets all the REIT 
Conditions prescribed under the Tax Act. Primaris has determined that it qualifies as a REIT for the current year and 
expects to continue to qualify. However, should it no longer qualify, it would not be able to flow through its taxable 
income to unitholders and would therefore be subject to income tax. 
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(e) Expected credit loss 
Use of estimates and assumptions 
Primaris assesses, on a tenant-by-tenant basis, expected losses with its rent receivables. In determining the 
provision for credit loss, Primaris considers the payment history, and future expectations of potential abatements to 
be granted through negotiation or tenant default events. Primaris' assessment is subjective due to its forward-
looking nature. As a result, the provision for credit loss is subject to a degree of uncertainty which is compounded 
by the unprecedented impacts of the COVID-19 pandemic. 

(f) Liability for unit-based compensation 
Use of estimates and assumptions 
The fair value of the liability for Trust Unit Options is valued using the Black-Scholes model which includes 
assumptions on the expected distribution yield; the expected Trust Unit price volatility; the weighted average 
expected life of the Options; and the risk-free interest rate for the expected life of the Options. A change to any of 
these inputs may impact the fair value of the liability. 

4. Arrangement and acquisition of HOOPP Properties 

(a) Arrangement 

Under the Arrangement unitholders of Former Parent received one Trust Unit of Primaris for every four Former 
Parent units held immediately prior to closing of the Arrangement.  The “qualifying disposition” (as defined in the 
Tax Act) under the Arrangement included the Primaris Properties, located throughout Canada, and the working 
capital and mortgages payable related to those operations which were held within certain subsidiaries of Former 
Parent. No value was attributed to the existing management platform. The values transacted under the 
Arrangement on December 31, 2021 were as follows: 
 

Fair value of qualifying disposition from Former Parent    $ 1,662,232 
 
72,109,761 Trust Units   $ 1,607,254 
3,336,016 exchangeable units  54,978 
Total consideration   $ 1,662,232 
 
Subsequent to December 31, 2021, all the exchangeable units were exchanged for Trust Units. 

Primaris incurred costs relating to 2021 and the Arrangement of $4,711 (2020 – nil).  
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(b) Acquisition of HOOPP Properties 
On December 31, 2021, immediately after the completion of the Arrangement, Primaris acquired the HOOPP 
Properties. The fair value of consideration has been allocated, to the identifiable assets acquired and liabilities 
assumed at their fair values at the date of acquisition, as follows: 
 

Investment properties (including acquisition costs of $1,908)(a)                                   $   802,746  
Net working capital  (17,123) 
Net assets acquired   $ 785,623 
 
Consideration provided for the acquisition and related acquisition costs was as follows: 
 

26,142,129 Trust Units   $ 600,628 
Note payable, non-interest-bearing(b)  200,210 
Cash consideration(c)  (15,215) 
Net consideration   $ 785,623 
 
(a) Primaris also incurred land transfer tax costs of $7,475 which were paid in January 2022. 
(b) The note payable was settled on January 5, 2022, through a draw on Primaris' credit facility. 
(c) The cash consideration was received in January 2022 and applied to Primaris' credit facility. 
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5. Investment properties 

Year ended December 31, 2021 2020 
 

Balance, beginning of year $ 2,103,675 $ 2,708,260 
Acquisitions (Note 4) 810,221 – 
Operating capital: 

Maintenance expenditures 11,617 11,304 
Leasing costs and tenant allowances 9,603 3,383 

Development capital: 
Redevelopment 24,870 65,215 
Capitalized interest (Note 18) 2,528 3,912 

Straight-line rent (Note 16) 3,133 3,637 
Adjustment to fair value of investment properties 238,541 (692,036) 
Balance, end of year $ 3,204,188 $ 2,103,675 
 
Income-producing properties $ 3,023,188 $ 2,103,675 
Land held for development 181,000 – 
  $ 3,204,188 $ 2,103,675 
 
At December 31, 2021, nine investment properties with fair values totaling $1,324,166 were pledged as security for 
mortgages payable (2020 – nine and $1,154,400, respectively). 

Valuation methodology 
Investment properties are measured at fair value using valuations prepared by the Trust's internal valuations team. The 
internal valuations team utilizes appraisal methodologies consistent with the practices employed by third party appraisers. 
The team consists of individuals who are knowledgeable and have specialized industry experience in real estate valuations 
and report directly to a senior member of the Trust's management. The valuation processes and results are reviewed by 
management at least once every quarter. The valuations exclude any portfolio premium or value attributed to the 
management platform and reflect the highest and best use for each of the Trust's investment properties. 

On a quarterly basis, the valuations team reviews and updates, as deemed necessary, the valuation models to reflect 
current market data. Updates may be made to significant assumptions related to terminal capitalization rates, discount 
rates, and future cash flow assumptions such as market rents as well as current leasing and/or development activity, 
renewal probability, downtime on lease expiry, vacancy allowances, and expected maintenance costs. 

As part of management's internal valuation program, the Trust considers external valuations performed by independent 
national real estate valuation firms for a cross-section of properties that represent different geographical locations and 
asset classes across the Trust's portfolio. The internal valuations team also verifies all major inputs used by the external 
valuators in preparing the valuation report and holds discussions with the external valuators on the reasonableness of 
their assumptions. Where warranted, adjustments will be made to internal valuations to reflect the assumptions contained 
in external valuations. Primaris will record the internal value in its consolidated financial statements. 
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During the year ended December 31, 2021, Primaris received external valuations for all its investment properties.  

a) Income-producing properties 
Income-producing properties are valued using the discounted cash flow method. Under this methodology, discount rates 
are applied to the forecasted cash flows that the property can reasonably be expected to produce over its remaining 
economic life. This method involves the projection of future cash flows for the specific asset. The future cash flows, along 
with an estimate of the terminal value at the end of the projection period, are then discounted to establish the present 
value of the income stream associated with the asset. 

Primaris will engage independent third-party appraisers to complete valuations on a portion of the Trust’s portfolio on a 
regular, on-going basis to anchor the Trust’s valuation process. 

b) Land held for development 
Land held for development is valued either by direct comparison to land sales or, when possible, based on commercial 
and residential sale prices from comparable multi-residential developments. 

The following table highlights the weighted average of the significant assumptions used in determining the fair value of 
Primaris' investment properties:  

As at December 31, 2021 2020 
 

Capitalization rate 6.52% 7.51% 
Discount rate 7.63% 8.40% 
Terminal capitalization rate 6.57% 7.66% 
 
The Trust's investment properties are classified as level 3 under the fair value hierarchy, as the inputs in the valuations of 
these investment properties are not based on observable market data. The following table provides a sensitivity analysis 
for the weighted average capitalization rate which is representative of the discount rate and terminal capitalization rate 
applied as at December 31, 2021:  

Capitalization rate sensitivity  Fair value 
increase (decreases) Capitalization of investment Fair value  
  rate (%) properties ($) variance ($) % change 
 

(0.75)% 5.77   3,620,402            416,214    12.99 
(0.50)% 6.02 3,470,148 265,960 8.30 
(0.25)% 6.27 3,331,869 127,681 3.98 
December 31, 2021 6.52 3,204,188 – – 
0.25% 6.77 3,085,932 (118,256) (3.69) 
0.50% 7.02 2,976,094 (228,094) (7.12) 
0.75% 7.27 2,873,806 (330,382) (10.31) 
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6. Joint operations 

Primaris has co-ownership interests in several properties, as listed below, that are subject to joint control and Primaris 
recognizes its proportionate share of the direct rights to the assets, liabilities, revenues and expenses of these properties 
in the consolidated and combined carve-out financial statements. 
 
  Ownership interest 
  As at December 31, 
Property Location 2021 2020 
 

McAllister Place Saint John, NB 50% 50% 
Regent Mall Fredericton, NB 50% 50% 
Place Du Royaume Chicoutimi, QC 50% 50% 
Place D'Orleans Ottawa, ON 50% 50% 
Cataraqui Town Centre Kingston, ON 50% 50% 
Grant Park Winnipeg, MB 50% 50% 
Kildonan Place Winnipeg, MB 50% 50% 
 
Primaris is the managing partner of these co-ownership interests and recognizes fee income from the services it performs 
(Note 17).     

7. Rent receivables and other assets 
 
As at December 31, 2021 2020 
 

Rent receivables $ 14,960 $ 23,734 
Allowance for expected credit loss (7,797) (12,945) 
Net rent receivables 7,163 10,789 
Acquisition proceeds(a) (Note 4) 15,215 - 
Right-of-use asset(b) 8,059 - 
Prepaid expense and other sundry assets 7,581 5,483 
  $ 38,018 $ 16,272 
 

Classified as: 
Non-current $ 7,518 $ - 
Current 30,500 16,272 
  $ 38,018 $ 16,272 
 
(a) Subsequent to December 31, 2021, Primaris received funds with respect to the statement of adjustments relating to 

the acquisition of the HOOPP Properties. 
(b) Prior to the completion of the Arrangement, the lease for the Primaris head office was recorded as an operating lease 

as Former Parent is the lessor. On December 31, 2021, Primaris recognized a right-of-use asset of $8,059 and a lease 
liability of $8,590 (Note 11), with the difference recorded through unitholders’ equity. The right-of-use asset was 
recognized at its fair value as at December 31, 2021. Beginning January 2022, the asset will be amortized to net 
income over its remaining useful life. 
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The allowance for expected credit losses was impacted by abatements of $5,357 granted to tenants in 2020 under the 
Canada Emergency Rent Assistance (“CECRA”) program (2021 – nil). 

Year ended December 31, 2021 2020 
 

Balance, beginning of year $ 12,945 $ 602 
Bad debt expense (Note 16) 1,133 36,193 
Accounts receivable write-off (6,281) (23,850) 
Balance, end of year $ 7,797 $  12,945 
 

8. Mortgages payable 
 
As at December 31,  2021 2020 
 

Mortgage principal $ 580,000 $ 609,359 
Financing costs and mark-to-market adjustments (566) 541 
  $ 579,434 $ 609,900 
 

Classified as: 
Non-current $ 215,208 $ 301,397 
Current 364,226 308,503 
  $ 579,434 $ 609,900 
 
As at December 31, 2021, the mortgages were secured by nine investment properties with an aggregate fair value of 
$1,324,166, bear interest at fixed rates with a weighted average effective interest rate of 3.05% and a weighted average 
term to maturity of 2.2 years. 

As at December 31, 2020, the mortgages were secured by nine investment properties with an aggregate fair value of 
$1,154,400, bear interest at fixed rates with a weighted average effective interest rate of 3.93% and a weighted average 
term to maturity of 2.4 years. 

Future principal mortgage payments for the years ended December 31 are as follows: 
 

2022   $ 364,320 
2023  6,877 
2024  91,177 
2025  3,975 
2026  4,120 
Thereafter  109,531 
   580,000 
Financing costs and mark-to-market adjustments  (566) 
    $ 579,434 
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The following is a summary of the changes in mortgages payable: 

Year ended December 31, 2021 2020 
 

Balance, beginning of year $ 609,900 $  631,612 
Principal repayments: 

Principal installments (21,245)  (22,622) 
Mortgage repayments (292,959)  (38,694) 

New mortgages 284,845  42,000  
Financing costs (755) (205) 
Amortization of financing costs 544 217 
Amortization of mark-to-market adjustments (896)  (2,408) 
Balance, end of year $ 579,434 $ 609,900 
 

9. Credit facilities 

The following is a summary of the changes in the credit facilities: 

Year ended December 31, 2021 2020 
 

Balance, beginning of year $ - $ 172,700 
Net advances (repayments) 143,000 (172,700) 
Balance, end of year $ 143,000 $ – 
 
As at December 31, 2021, Primaris had a $150,000 revolving secured line of credit provided by a national Canadian lender 
with $143,000 drawn (December 31, 2020 - nil drawn on a $300,000 revolving secured line of credit).  

On January 4, 2022, this facility was repaid and cancelled when Primaris entered into a $700,000 unsecured syndicated 
revolving term facility maturing January 4, 2025. The syndicated credit facility bears interest at variable rates of either: (i) 
Prime plus 0.45%, or (ii) Canadian Dollar Offered Rate (“CDOR”) plus 1.45%, and contains certain financial covenants. 
The commitment under the credit facility reduces from $700,000 to $400,000 on June 30, 2023.  

Primaris also has a $10,000 revolving demand facility to finance temporary overdraft positions bearing interest at Prime 
plus 0.50%. The amount drawn at December 31, 2021 was nil (December 31, 2020 – nil). 

Costs incurred to contract the facilities are recorded in other assets and amortized to net income over the life of the facility. 

10. Note payable 

As partial consideration for the acquisition of the HOOPP Properties, on December 31, 2021, Primaris issued a non-
interest-bearing note to HOOPP for 25% of the purchase price, or $200,210 (Note 4). This note was repaid through a 
draw on Primaris' syndicated credit facility on January 5, 2022. 
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11. Trade payables and other liabilities 

As at December 31,  2021  2020 
Trade payables and accrued liabilities  $ 56,883 $ 16,988 
Accrued interest expense  1,452  1,903 
Due to Former Parent(a)  -  475,310 
Unit-based compensation plans(b) (Note 14)  2,443  - 
Lease liabilities(c)  8,590  - 
Deferred revenue  6,140  6,885 
Tenant deposits  3,386  3,025 
 $ 78,894 $ 504,111 
Classified as:     
Non-current  12,132  3,025 
Current  66,762  501,086 
 $ 78,894 $ 504,111 

 
(a) Prior to the completion of the Arrangement, the Primaris Properties and their operations were held within certain 

subsidiaries of Former Parent. The subsidiary entities had a non-interest-bearing unsecured loan balance with Former 
Parent. The balance consisted of funds advanced for operational activities, and shared resources including key 
management personnel and general and administrative expenses. 

(b) Prior to the completion of the Arrangement, the liability for unit-based compensation programs was recorded by 
Former Parent. The Arrangement converted, on an equivalent fair value basis, outstanding awards granted under 
Former Parent’s unit-based compensation plans to new unit-based compensation plans under Primaris for individuals 
who became employees of Primaris. The liability assumed was recorded at its fair value on December 31, 2021 with 
the difference recorded through unitholders’ equity. 

(c) Prior to the completion of the Arrangement, the lease for the Primaris head office was recorded as an operating lease 
as Former Parent is the lessor. On December 31, 2021, Primaris recognized a right-of-use asset of $8,059 (Note 7) 
and a lease liability of $8,590, with the difference recorded through unitholders’ equity. 

12. Exchangeable Units 

Legacy exchangeable units 
Certain subsidiary legal entities of Former Parent had a class of limited partnership units which were exchangeable for 
trust units of Former Parent’s (the “Legacy Exchangeable Units”). As Former Parent is an open-ended trust, these Legacy 
Exchangeable Units were puttable instruments and therefore under IFRS classified as liabilities and measured at the fair 
value of the Former Parent units which, on December 31, 2020, was $13.29. Holders of Legacy Exchangeable Units were 
entitled to receive the economic equivalence of distributions on a per unit amount equal to a per unit amount provided to 
holders of Former Parent’s units. 
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Plan of Arrangement exchangeable units 
Under the Arrangement, Former Parent subscribed for exchangeable units of a Primaris subsidiary limited partnership 
equal to the aggregate number of Trust Units which would have been required to be delivered to the holder of a Former 
Parent exchangeable unit on the exchange of such units for Former Parent units and Trust Units. These exchangeable 
units are non-transferable, but are exchangeable into Trust Units at the option of the holder. Prior to such exchange, 
exchangeable units will, in all material respects be economically equivalent to Trust Units. 
 
Year ended December 31, 2021 2020 
  Units Value Units Value 
 

Legacy Exchangeable Units: 
Balance, beginning of year  1,447,994 $ 19,244  1,881,168 $ 39,693 
Exchanged for units of Former Parent (1,447,994) (23,776) (433,174) (4,228) 
Adjustment to fair value – 4,532 – (16,221) 
Balance, end of year  – $ –  1,447,994 $ 19,244 
 

Exchangeable units: 
Balance, beginning of year  – $ –  – $ – 
Issued under the Arrangement (Note 4)  3,336,016 54,978 – – 
Balance, end of year  3,336,016 $ 54,978  – $ – 
 

Subsequent to December 31, 2021, all the exchangeable units were exchanged for Trust Units. 

13. Unitholders' equity 

Trust Units (authorized - unlimited) 
Each Trust Unit represents an equal, undivided beneficial interest in the Trust and any distributions from the Trust and 
represents a single vote at any meeting of unitholders. With certain restrictions, a unitholder has the right to require 
Primaris to redeem its Units on demand. Upon receipt of a redemption notice by Primaris, all rights to and under the Units 
are tendered for redemption and shall be surrendered and the holder thereof shall be entitled to receive a price per Unit 
as determined by a market formula and shall be paid in accordance with the conditions provided for in the Declaration of 
Trust. 

Trust Units outstanding 

Year ended December 31, 2021 Units  Value 
 

Balance, beginning of year  – $ – 
Issuance to Trust Units under the Arrangement (Note 4) 72,109,761  1,607,254 
Issuance to Trust Units for HOOPP asset acquisition (Note 4) 26,142,129  600,628 
Reclassification of unit-based compensation liability  

under the Arrangement (Note 14) – (2,443) 
Reclassification of right-of-use asset and lease liability (Notes 7 and 11) – (531) 
Balance, end of year  98,251,890  $ 2,204,908 
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Trust Units issued under the Arrangement 
Prior to December 31, 2021, the Primaris Properties and their operations were held within certain subsidiaries of Former 
Parent. Under the Arrangement, unitholders of Former Parent received one Trust Unit for every four Former Parent units 
held immediately prior to closing of the Arrangement.   

Reclassifications under the Arrangement 
As the Trust is an open-ended trust with redeemable Trust Units, the unit-based compensation plans are accounted for 
as cash-settled awards and recognized as a liability under IFRS. The Arrangement converted, on an equivalent fair value 
basis, outstanding awards granted under Former Parent's unit-based compensation plans to new unit-based 
compensation plans under Primaris for individuals who became employees of Primaris. The liability assumed was recorded 
at its fair value on December 31, 2021 with the difference recorded through unitholders’ equity (Note 14). 

Prior to the completion of the Arrangement, the lease for the Primaris head office was recorded as an operating lease as 
Former Parent is the lessor. On December 31, 2021, Primaris recognized a right-of-use asset of $8,059 (Note 7) and a 
lease liability of $8,590 (Note 11), with the difference recorded through unitholders’ equity. 

Distributions 
The Board retains full discretion with respect to the timing and quantum of distributions, however the total income 
distributed will not be less than the amount necessary to ensure the Trust will not be liable to pay income taxes under the 
Tax Act.  

Primaris did not declare any distributions for the year ended December 31, 2021. Primaris declared and paid its first 
distributions subsequent to December 31, 2021. On February 15, 2022, Primaris paid a distribution of $0.0667 per Unit 
for unitholders of record as of January 31, 2022, and on February 10, 2022, Primaris declared a distribution of $0.0667 
per Unit, for unitholders of record as of February 28, 2022, payable on March 15, 2022. The monthly distributions, to date, 
reflect an annualized distribution of $0.80 per Unit. 

Owner's net investment 
Prior to December 31, 2021, the Primaris Properties and their operations were held within certain subsidiaries of Former 
Parent. Former Parent's investment is presented as owner's net investment in the combined carve-out financial 
statements. Owner's net investment represents accumulated net earnings of the operations calculated on a combined 
carve-out basis. 
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14. Unit-based compensation 

On December 31, 2021, as part of the Arrangement, awards outstanding under the Former Parent unit-based 
compensation plans were exchanged, on an equivalent fair value basis, to Primaris unit-based compensation plans for 
individuals who became Primaris employees. Below are the grants outstanding assumed as part of the Arrangement on 
December 31, 2021, including reinvested distributions where applicable: 
 

                  Value of 
As at December 31, 2021  Number         liability 
 

Trust Unit Options  720,045  $ 880 
Restricted Trust Units 182,927   1,501 
Performance Trust Units 13,434 62 
   916,406                     $ 2,443           
 
Trust Unit Options granted 
Primaris may grant Options totaling up to 3,000,000 Units. The Options vest in tranches over a period of three years and 
all outstanding Options were vested and exercisable on December 31, 2021. 

The assumptions used to measure the fair value of the Options, as at December 31, 2021 under the Black-Scholes model 
(level 2) were as follows: 

As at December 31 2021 

Expected average distribution yield 4.86% 

Expected average Unit price volatility 22.95% – 37.70% 

Average risk-free interest rate 0.83% - 1.17% 

Expected average life of options 1.5 – 4.2 years 

 

The following table details the Options outstanding as at December 31, 2021: 

    Remaining 
   Number weighted 
   outstanding average life 
Exercise price Expiry date and exercisable (in years) 
 

$23.28 2023 69,444 1.5 
$23.96 2024 204,235 2.2 
$23.72 2025 117,941 3.0 
$20.52 2026 328,425 4.2 
$22.29 average                   720,045  3.4 
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Restricted Trust Units granted 
RTUs entitle certain employees to receive the value of the RTU award in cash or Units, at the end of the applicable vesting 
period, which is three years in length. Additional RTUs are credited in respect of distributions paid on Units for the period 
when a RTU is outstanding. The fair value of each RTU granted is measured based on the market value of a Trust Unit at 
the reporting date. Primaris may grant up to a total of 1,250,000 RTUs and PTUs. 

Performance Trust Units granted 
PTUs entitle certain employees to receive the value of the PTU award in cash or Units, at the end of the applicable 
performance period, which is three years in length, based on the Trust achieving certain performance conditions. Additional 
PTUs are credited in respect of distributions paid on Units for the period when a PTU is outstanding. The fair value of each 
PTU granted is measured based on the market value of a Trust Unit at the reporting date and the probability of the Trust 
achieving certain performance conditions. 

15. Income taxes 

The Trust is taxed as a “mutual fund trust” and a real estate investment trust under the Tax Act. The Board intends to 
distribute all of the Trust’s taxable income to the unitholders and accordingly, the Trust will not be taxed on its Canadian 
investment property income. The Trust is subject to taxation on certain taxable subsidiaries. 
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16. Net property income 

Year ended December 31, 2021 2020 
 

Rental revenue: 
Base rent $ 140,785 $ 149,136 
Percent rent in lieu of base rent 8,331 7,914 
Property tax recoveries 33,963 40,625 
Operating costs recoveries 48,036 50,088 
Percentage rent 1,023 709 
Straight-line rent (Note 5) 3,133 3,637 
Lease surrender revenue 3,348 1,088 
Prior year recoveries 5,808 7,058 
Specialty leasing revenue 7,752 7,454 
Parking and other sundry 1,800 2,521 

  (112,385) (141,756) 
 
Property operating costs: 

Property tax  (45,449) (48,687) 
Recoverable operating costs (55,221) (49,741) 
Non-recoverable operating costs(a) (10,076) (41,912) 
Ground rent (1,639) (1,416) 

  (112,385) (141,756) 
 
Net property income $ 141,594 $ 128,474 
 
(a) Included in non-recoverable operating costs are bad debt expenses of $1,133 for the year ended December 31, 2021 

(2020 - $36,193) (Note 7). Bad debt expense for the year ended December 31, 2020 includes abatements of $5,357 
granted to tenants in 2020 under the CECRA program. The presentation of non-recoverable costs was updated to 
eliminate an internal management fee charge (2021 - $7,457 and 2020 - $7,298).  

Contractual future base rent revenue, excluding adjustments for straight-line rent, for the years ended December 31 is as 
follows: 
 

2022   $ 135,372 
2023  123,178 
2024  104,724 
2025  86,696 
2026  73,837 
Thereafter  267,483 
    $ 791,290 
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17. Interest and other income 

Year ended December 31, 2021 2020 
 

Interest income $ 17 $ 79 
Property management fees 2,493 3,185 
  $ 2,510 $ 3,264 
 

18. Net interest and other financing charges 

Year ended December 31, 2021 2020 
 

Interest on mortgages payable $ 19,569 $ 24,608 
Bank interest and charges on credit facilities 1,692 382 
Distributions on exchangeable units 500 1,606 
Amortization of deferred financing costs 544 217 
Amortization of mark-to-market adjustments (896) (2,408) 
  21,409 24,405 
 
Less capitalized interest (2,528) (3,912) 
  $ 18,881 $ 20,493 
 

19. General and administrative expenses 

Year ended December 31, 2021 2020 
 

Salaries, benefits and employee costs(a) $ 14,081 $ 11,805 
Professional fees 1,024 742 
Information technology costs 1,576 1,231 
Investor relations and other public entity costs(b) 598 - 
Other (c) 2,780 2,410 
  20,059 16,188 
Less: 
 Allocations to recoverable operating costs(d) (6,527) (6,280) 
  $ 13,532 $ 9,908 
 
(a) For the year ended December 31, 2020, salaries, benefits and employee costs included $1,695 of wage subsidies 

received under the Canada Emergency Wage Subsidy program.  
(b) Primaris incurred public entity costs associated with its formation and the reporting of its December 31, 2021 year 

end, which were not incurred in the year ended December 31, 2020. 
(c) Property management fees earned from co-owners have been reclassed to other income (Note 17). 
(d) Prior year presentation included a reduction related to non-recoverable internal management fees which have been 

eliminated on consolidation of the carve-out entity (Note 16).  
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20. Financial instruments 

The following table presents the fair value hierarchy of financial assets and liabilities, excluding those classified as 
amortized cost that are short term in nature such that carrying amounts approximate fair values. 

 2021 2020 

As at December 31, Level 1 Level 2 Level 3 Level 1 Level 2 Level 3 

Liabilities              

Fair value through profit and loss:             

Exchangeable units $ 54,978 $ - $ - $ 19,244 $ - $ - 

Unit-based compensation  -  2,443  -  -  -  - 

Amortized cost:        -     

Mortgages payable  -  582,662  -  -  627,886  - 

Credit facilities  -  143,000  -  -  -  - 
 
The carrying value of the Trust's financial assets and liabilities approximated fair value except for long term debt. There 
were no transfers between levels of the fair value hierarchy during the years. 

21. Financial risk management 

In the normal course of business, Primaris has exposure to risks from its use of financial instruments. The following is a 
description of those risks and how the exposures are managed: 

(a) Credit risk 
Credit risk is the risk of financial loss to Primaris arising from the possibility that its tenants may experience financial 
difficulty and be unable to fulfill their lease commitments or tenants fail to occupy and pay rent in accordance with 
the lease agreements. Credit risk also includes the possibility that co-owners default on the repayment of debt 
where Primaris has provided guarantees. 

The Trust mitigates tenant credit risk through geographical diversification, staggered lease maturities, avoiding 
reliance on any single tenant by having a large diverse tenant base, ensuring a considerable portion of the Trust's 
revenue is earned from national and anchor tenants, and conducting credit assessments for new tenants. 
Furthermore, Primaris holds security deposits or letters of credit from a number of tenants which can serve to offset 
rents owed in the event of a tenant's default.  

Management reviews rents receivable on a tenant-by tenant basis and reduces carrying amounts through an 
allowance for expected losses (Note 7). Expected losses and bad debt expenses are recognized in non-recoverable 
operating expenses. 

(b) Market risk 
(i) Interest rate risk 
Interest rate risk is the risk of financial loss to Primaris arising from increases in interest rates. Owning and operating 
real property is a capital-intensive undertaking. Successful implementation of Primaris' strategic plans will require 
access to cost-effective financing. 
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Primaris' mortgages payable are at fixed rates mitigating its exposure to interest rate fluctuations. Primaris has 
exposure to variable interest rates through borrowings under its credit facilities.  As at December 31, 2021 Primaris 
had $143,000 (2020 - nil) in short-term borrowing outstanding under its credit facilities. 

(ii) Unit price risk 
Primaris is exposed to Unit price risk as a result of the issuance of the exchangeable units, which are economically 
equivalent to and exchangeable for Units, as well as the issuance of unit-based compensation. Both liabilities are 
recorded at their fair values based on market trading of the Trust Units. Increases in the value of the Trust Units will 
increase the value of the liability and negatively impact net income. Subsequent to December 31, 2021, all of the 
exchangeable units were converted to Trust Units. 

(c) Liquidity and capital availability risk 
Liquidity risk is the risk that Primaris cannot fund its obligations as they become due. Real estate investments are 
relatively illiquid which tends to limit Primaris' ability to sell components of its portfolio promptly to meet liquidity 
needs and cash flows from operating activities may not always be sufficient to fund operating and strategic plans. 
The Trust mitigates its liquidity and capital availability risks by utilizing undrawn capacity on its credit facilities, 
maintaining a large number of unencumbered properties, forecasting cash flow needs and actively monitoring 
market conditions. 

Maturity Analysis 
The undiscounted future principal and interest payments on Primaris' debt Instruments for the years ended 
December 31 are as follows: 

 2022 2023 2024 2025 2026 Thereafter Total 
Mortgages 
payable 

$ 378,490 $ 13,983 $ 96,538 $ 8,162 $ 8,162 $ 115,788 $ 621,123 

Credit facilities1 143,000 - - - - - 143,000 
Note payable 200,210 - - - - - 200,210 
 $ 721,700 $ 13,983 $ 96,538 $ 8,162 $ 8,162 $ 115,788 $ 964,333 

1Excludes interest on credit facilities  
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22. Capital management 

The Trust's capital management framework is designed to maintain a level of capital that complies with the investment 
and debt restrictions pursuant to the Declaration of Trust and with existing debt covenants, and that enables the Trust to 
implement its business strategies and build long-term Unitholder value. In order to maintain or adjust its capital structure, 
Primaris may issue new Units, repay debt, or adjust the amount of distributions paid to unitholders.  

The following chart details the capitalization of Primaris: 

As at December 31, 2021 2020 
 

Liabilities: 
Mortgages payable $ 580,000 $ 609,900 
Credit facilities 143,000 - 
Note Payable 200,210 - 
Exchangeable units 54,978 19,244 

 
Equity: 

Unitholders' equity 2,191,326 - 
Owners' net investment - 1,001,700 

  $ 3,169,514 $ 1,630,844 
 
The Declaration of Trust provides for maximum debt levels of up to 65% of Total Assets (as defined in the Declaration of 
Trust). The Trust is in compliance with this restriction. 

Additionally, the Declaration of Trust contains provisions limiting the capital that can be expended by the Trust as follows: 
• the cost, net of debt incurred or assumed, of any single property acquired by the Trust will not exceed 20% of Total 

Assets; 
• investment in raw land, excluding land under development, will not exceed 20% of Total Assets;  
• investment in securities of other entities, unless effecting a merger or acquisition of control, will not exceed 10% of 

the issuer's securities;  
• investment in mortgages will not exceed 20% of Total Assets; and 
• fair market value of space leased or subleased to any one tenant, with certain exceptions, will not exceed 20% of 

Total Assets. 

The Trust was in compliance with each of the above noted restrictions as at December 31, 2021.  

Primaris is subject to financial covenants in agreements governing its credit facilities. As at December 31, 2021, Primaris 
is compliant with all of its applicable financial covenants.  

Normal Course Issuer Bid 
On February 28, 2022, Primaris received approval from the TSX for a normal course issuer bid (“NCIB”) which will enable 
the Trust to purchase for cancellation up to a maximum of 7,498,679 of its Units on the open market. The NCIB will 
commence on March 9, 2022 and remain in effect until the earlier of March 8, 2023 and the date Primaris has purchased 
the maximum number of Units permitted. 
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23. Contingencies and commitments 

(a) Primaris is involved in litigation and claims in relation to the investment properties that arise from time to time in the 
normal course of business. In the opinion of management, any liability that may arise from such contingencies would 
not have a material adverse effect on the consolidated financial statements. 

(b) In the normal course of operations, Primaris has issued letters of credit in connection with developments, financings, 
operations and acquisitions. As at December 31, 2021, Primaris has outstanding letters of credit totaling $929 (2020 
- $1,085). 

(c) Primaris is obligated, under certain contract terms, to construct and develop investment properties. 

(d) Primaris provides guarantees on behalf of third parties, including co-owners. As at December 31, 2021, Primaris had 
issued guarantees relating to co-owners’ share of mortgage liability amounting to $111,120 (2020 - $112,972), which 
expire between 2022 and 2027 (2020 - 2021 and 2027). 

(e) Prior to December 31, 2021, the Primaris Properties and their operations were held within certain subsidiaries of 
Former Parent. Prior to the completion of the Arrangement, Primaris provided guarantees on behalf of Former Parent, 
on the U.S. dollar borrowings on the revolving secured operating line of credit. As at December 31, 2021, Primaris 
had issued guarantees on behalf of Former Parent of nil (2020 - U.S. $175,000). 

Primaris has entered into contracts for capital projects and is committed to future payments of approximately $17,326. 

Future lease payments for office space and land leases for the years ended December 31 are as follows: 
 

2022   $ 1,699 
2023  1,678 
2024  1,607 
2025  1,623 
2026  1,637 
Thereafter  16,046 
    $ 24,290 
 
24. Related party transactions 

Prior to December 31, 2021, the Primaris Properties and their operations were held within certain subsidiaries of Former 
Parent. After completion of the Arrangement, Former Parent was no longer a related party. Included in the December 31, 
2021 consolidated financial statements are amounts payable to Former Parent of nil (2020 - $475,310) and office rent 
expense of $618 (2020 - $606).   

As at December 31, 2021, as a result of the acquisition of the HOOPP Properties, HOOPP was Primaris' largest unitholder 
holding approximately 26% of the issued and outstanding Trust Units. HOOPP is under no ownership requirements or 
restrictions with respect to its Trust Units. At the same time, a non-interest-bearing note payable of $200,210 was issued 
to HOOPP and subsequently repaid on January 5, 2022. 

Individuals that have the authority and responsibility for planning, directing and controlling the Trust's activities, directly 
or indirectly are considered key management personnel. Prior to December 31, 2021, most of these functions were 
performed by personnel of Former Parent.  
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25. Employee benefit 

Primaris has a defined contribution pension plan available to all employees. Primaris’ contributions are based on a 
percentage of an employee’s annual earnings. For the year ended December 31, 2021, Primaris’ contributions  to the 
defined contribution plan were $1,037 (2020 - $1,012). 

26. Subsequent events 

In January 2022, the Former Parent exchanged all of the exchangeable units of the Primaris subsidiary limited partnership 
that were issued to the Former Parent pursuant to the Arrangement for Trust Units on a one-for-one basis in accordance 
with their terms. 

On January 4, 2022, Primaris entered into a $700 million unsecured syndicated revolving term facility maturing January 4, 
2025. 

In January 2022, Primaris sold 2 acres of land to a residential developer for $5.8 million.  
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