

Interim Consolidated Financial Statements of

NORTHWEST HEALTHCARE
PROPERTIES REAL ESTATE
INVESTMENT TRUST
Period from March 25, 2010 to March 31, 2010
(Unaudited)

NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Interim Consolidated Balance Sheet
March 31, 2010
(Unaudited)

Assets
Income-producing properties (note 3)
Goodwill and intangible assets (note 4)
Due from related party (note 5)
Accounts receivable
Leasing costs (note 6)
Other assets (note 7)
Restricted cash (note 8)
Cash and cash equivalents

$ 483,010,451
70,379,731
11,374,034
1,474,688
28,189
2,861,680
175,000
2,264,231
$ 571,568,004

Liabilities and Unitholders' Equity
Liabilities:
Mortgages payable (note 9)
Accounts payable and accrued liabilities
Below-market leases (note 10)

$ 309,923,719
13,083,759
10,805,420
333,812,898

Unitholders' equity (note 11)

237,755,106

Related party (note 13)
Commitments and contingencies (note 14)
$ 571,568,004
See accompanying notes to interim consolidated financial statements.
On behalf of the Board:
"Edward J. Dato"

Trustee

"Peter Riggin"

Trustee
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Interim Consolidated Statement of Operations
Period from March 25, 2010 to March 31, 2010
(Unaudited)

Revenue

$ 1,568,188

Expenses:
Property operating
Property taxes
Mortgage and facility interest
Trust expenses
Depreciation of income-producing properties
Amortization of in-place leases and
tenant relationships

447,805
225,105
335,976
28,836
197,375
271,590
1,506,687

Net income

$

61,501

Basic and diluted income per unit

$

0.002

See accompanying notes to interim consolidated financial statements.

2

NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Interim Consolidated Statement of Unitholders' Equity
Period from March 25, 2010 to March 31, 2010
(Unaudited)
Units
issued,
net of costs
(note 11)
Unitholders' equity, beginning of period

$

–

Units issued, net of costs
Net income
Unitholders' equity, end of period

$

$

–

Total

$

–

237,693,605

–

237,693,605

–

61,501

61,501

237,693,605

$ 61,501

$ 237,755,106

See accompanying notes to interim consolidated financial statements.
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Net
income

NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Interim Consolidated Statement of Cash Flows
Period from March 25, 2010 to March 31, 2010
(Unaudited)

Cash provided by (used in):
Operating activities:
Net income
Items not affecting cash:
Depreciation and amortization
Amortization of mortgage premium
Amortization of intangible assets
Amortization of recoverable improvements
Amortization of financing costs
Amortization of above-market leases
Amortization of below-market leases
Leasing costs
Change in non-cash operating items (note 15)

$

191,652
(11,789)
271,590
5,723
10,132
20,702
(53,168)
(28,189)
(1,704,750)
(1,236,596)

Financing activities:
Proceeds from issuance of units, net of issue costs
Repayment of mortgages
Repayment of acquired bank indebtedness
Financing costs

160,195,885
(47,744,567)
(2,787,672)
(528,317)
109,135,329

Investing activities:
Acquisition of net assets (note 2)
Deposits on income-producing properties under contract

Increase in cash and cash equivalents, being cash
and cash equivalents, end of period
See accompanying notes to interim consolidated financial statements.
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61,501

(105,624,502)
(10,000)
(105,634,502)

$

2,264,231

NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements
Period from March 25, 2010 to March 31, 2010
(Unaudited)

NorthWest Healthcare Properties Real Estate Investment Trust (the "Trust") is an unincorporated
open-ended real estate investment trust created pursuant to the Declaration of Trust dated
January 1, 2010, as amended on March 25, 2010. The Trust commenced operations on March 25,
2010 when it issued units for cash pursuant to an initial public offering (the "IPO") and acquired a
portfolio of 45 buildings or health care real estate commercial properties (note 2). The Trust invests
primarily in real properties operated as medical offices in Canada.
1.

Significant accounting policies:
(a) Basis of presentation:
These interim consolidated financial statements have been prepared in accordance with
Canadian generally accepted accounting principles ("Canadian GAAP"). The consolidated
financial statements include the accounts of the Trust and its wholly owned subsidiaries.
All intercompany transactions and balances have been eliminated.
(b) Property acquisitions:
Upon the acquisition of income-producing properties, the Trust allocates the purchase
price, including acquisition costs, to the fair value of assets and liabilities, including land,
buildings, furniture, fixtures and equipment, recoverable improvements and intangible
assets, such as the value of the above- and below-market leases, in-place leases and
tenant relationships.
(c) Income-producing properties:
Income-producing properties are recorded at cost less accumulated depreciation. An
impairment loss is required to be recognized when the carrying amount of the property
exceeds the sum of the undiscounted cash flows expected from its use and disposal. An
impairment loss is measured as the amount by which the carrying amount of the asset
exceeds its fair value.
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

1.

Significant accounting policies (continued):
Income-producing properties are depreciated on a straight-line basis over their estimated
useful lives as follows:

Buildings
Building improvements
Recoverable improvements
Furniture, fixtures and equipment

29 - 40 years
5 - 25 years
5 - 30 years
5 years

(d) Leasing costs:
Leasing commissions and other leasing costs are amortized on a straight-line basis over
the term of the related lease.
Payments to tenants under lease obligations are characterized either as tenant
improvements owned by the landlord or as tenant inducements. When the obligation is
determined to be a tenant improvement owned by the Trust, the Trust is considered to
have acquired an asset. If the Trust determines that for accounting purposes it is not the
owner of the tenant improvements, then the obligations under the lease are treated as
tenant inducements. Tenant improvements and tenant inducements are amortized on a
straight-line basis over the term of the lease. The amortization of tenant improvements is
recorded as amortization expense and the amortization of tenant inducements is treated as
a reduction of revenue.
(e) Intangible assets and below-market leases:
Intangible assets are recorded at cost less accumulated amortization and consist of inplace leases, tenant relationships and above-market leases.
Goodwill represents the cost of acquired net assets in excess of their fair values.

6

NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

1.

Significant accounting policies (continued):
Below-market leases are recorded at cost less accumulated amortization.
The values of the above- and below-market leases are amortized and recorded as either
an increase (in the case of below-market leases) or a decrease (in the case of abovemarket leases) to revenue over the remaining term of the associated tenant occupancy.
The value associated with in-place leases, which represents the avoided costs of
originating the acquired leases plus the value of lost net rental revenue over the estimated
lease-up period of the property, is similarly amortized over the remaining term of the tenant
occupancy. The value of tenant relationships is amortized over the remaining term of the
associated tenant occupancy plus renewal terms if applicable.
Intangible assets are reviewed for impairment if events or changes in circumstances
indicate the carrying value may not be recoverable. Goodwill is not amortized, but
reviewed for impairment annually, or more frequently if events or changes in circumstances
indicate the asset might be impaired, by comparing the carrying value of a reporting unit
with its fair value. If a lease is cancelled prior to the maturity date, any associated amounts
are written off.
(f) Cash and cash equivalents:
Cash and cash equivalents include unrestricted cash and short-term investments.
Short-term investments, comprising money market instruments, have a maturity of 90 days
or less at their date of purchase and are stated at cost, which approximates net realizable
value.
(g) Financing costs:
Financing costs are presented with the related debt and amortized using the effective
interest rate over the anticipated life of the related debt.
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

1.

Significant accounting policies (continued):
(h) Revenue recognition:
The Trust has adopted the straight-line method of recognizing rental revenue, whereby the
total amount of rental revenue to be received from leases is accounted for on the straightline basis over the term of the lease. Accordingly, an accrued rent receivable/payable is
recorded from the tenants for the current difference between the straight-line rent recorded
as rental revenue and the rent that is contractually due from the tenant.
Revenue from income-producing properties includes rents earned from tenants under
lease agreements, parking, realty tax and operating cost recoveries and other incidental
income. Lease related revenue is recognized as revenue over the term of the underlying
leases. Other revenue is recognized at the time the service is provided.
(i) Unit-based compensation:
The Trust uses the fair value based method of accounting for its equity awards, under
which compensation expense is measured at the grant date and recognized over the
vesting period.
(j) Income taxes:
The Trust is an unincorporated open-ended investment trust created by the Declaration of
Trust. The Trust will be taxed as a mutual fund trust for income tax purposes. Pursuant to
the terms of the Declaration of Trust, the Trust intends to make distributions not less than
the amount necessary to ensure that the Trust will not be liable to pay income taxes.
On June 22, 2007, new legislation relating to the federal income taxation of a specified
investment flow-through trust or partnership ("SIFT") received royal assent (the "SIFT
Rules").
Under the SIFT Rules, certain distributions from a SIFT will no longer be deductible in
computing a SIFT's taxable income and a SIFT will be subject to tax on such distributions
at a rate that is substantially equivalent to the general tax rate applicable to a Canadian
corporation. However, distributions paid by a SIFT as returns of capital will not be subject
to the tax.
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

1.

Significant accounting policies (continued):
Under the SIFT rules, the new taxation regime will not apply to a real estate investment
trust that meets prescribed conditions relating to the nature of its assets and revenue (the
"REIT Conditions"). The Trust has reviewed the SIFT rules and has assessed their
interpretation and application to the Trust's assets and revenue. While there are
uncertainties in the interpretation and application of the SIFT rules, the Trust believes it
meets the REIT Conditions. Accordingly, no net current income tax expense or future
income tax assets or liabilities have been recorded in the interim consolidated financial
statements.
(k) Measurement uncertainty:
The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the period. In determining the fair value of
assets and liabilities of businesses it acquires, the estimated useful lives and net
recoverable amounts for income-producing properties, the net realizable value of
properties held for and under development, as well as the fair value of goodwill, if any, the
Trust relies on assumptions regarding applicable industry performance and prospects, as
well as general business and economic conditions that prevail and are expected to prevail.
Assumptions underlying asset valuations are limited by the uncertainty of predictions
concerning future events. By nature, asset valuations are subjective and do not
necessarily result in precise determinations. Actual results could differ from those
estimates.
(l) Financial instruments:
Financial instruments are classified as one of the following: (i) held-to-maturity, (ii) loans
and receivables, (iii) held-for-trading, (iv) available-for-sale, or (v) other liabilities. Financial
assets and liabilities classified as held-for-trading are measured at fair value with gains and
losses recognized in the interim consolidated statement of operations.
Financial
instruments classified as held-to-maturity, loans and receivables or other liabilities are
measured at amortized cost. Available-for-sale financial instruments are measured at fair
value and any unrealized gains and losses will be recognized in the interim consolidated
statement of comprehensive income.
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

1.

Significant accounting policies (continued):
The Trust designated its restricted cash, cash and cash equivalents as held-for-trading;
rents receivable and other receivables as loans and receivables; and mortgages payable,
bank indebtedness, accounts payable and other liabilities as other liabilities. The Trust has
neither available-for-sale nor held-to-maturity instruments.
Transaction costs that are directly attributable to the acquisition or issuance of financial
assets or liabilities are accounted for as part of the respective asset's or liability's carrying
value at inception.
(m) Comprehensive income:
The Trust has determined that there are no comprehensive income items that should be
included in an interim consolidated statement of comprehensive income and, consequently,
no such statement is presented.
(n) Future changes in accounting policies:
The Canadian Accounting Standards Board has confirmed that International Financial
Reporting Standards ("IFRS") will, for public entities, replace Canadian GAAP effective for
fiscal periods beginning on or after January 1, 2011, with comparative figures presented on
the same basis. The Canadian Securities Administrators have provided issuers with option
of early adopting IFRS for Canadian reporting purposes. The Trust does not intend to
prematurely adopt IFRS at this time. The Trust is currently evaluating the impact of
adopting IFRS and its primary accounting principles and developing its changeover plan.
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

2.

Acquisition:
On March 25, 2010, subsidiaries of the Trust indirectly acquired from NorthWest Operating
Trust ("NW Operating Trust") 45 commercial properties through its acquisition of Healthcare
Properties LP ("HPLP") for a net purchase price of $171,748,188. The net assets acquired
have been accounted for using the purchase method of accounting. The purchase price has
been allocated to the assets and liabilities assumed, based on their fair values at the date of
acquisition, as follows:

Assets
Income-producing properties
Intangible assets
Other assets

$ 483,207,826
70,672,023
4,604,434
558,484,283

Liabilities
Bank indebtedness
Assumed mortgages, including mark-to-market adjustments
Accounts payable and accrued liabilities
Unearned revenue
Below-market leases

2,787,672
358,198,259
14,399,386
492,190
10,858,588
386,736,095

Net assets acquired

$ 171,748,188

Consideration given indirectly by the Trust:
Class B LP units of NHP Holdings Limited Partnership ("NHP")
(note 11)
Cash
Due from NW Operating Trust (note 5)

$

Total consideration paid

$ 171,748,188

77,497,720
105,624,502
(11,374,034)

The Trust is in the process of completing the valuation of the net assets acquired and the
purchase price allocation may be adjusted in future periods.
Immediately following the acquisition of HPLP, the Trust repaid $47,744,567 of the assumed
mortgages.
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

3.

Income-producing properties:

Cost
Land
Buildings and building improvements
Recoverable improvements
Furniture, fixtures and equipments

$

92,322,826
385,828,695
4,751,285
305,020

$ 483,207,826

4.

$

–
190,482
5,723
1,170

$ 197,375

Net book
value
$

92,322,826
385,638,213
4,745,562
303,850

$ 483,010,451

Goodwill and intangible assets:

In-place leases
Tenant relationships
Above-market leases
Goodwill

5.

Accumulated
depreciation

Cost

Accumulated
amortization

Net book
value

$ 47,077,950
15,548,000
4,361,858
3,684,215

$ 225,716
45,874
20,702
–

$ 46,852,234
15,502,126
4,341,156
3,684,215

$ 70,672,023

$ 292,292

$ 70,379,731

Due from related party:

Due from NW Operating Trust

$ 11,374,034
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

5.

Due from related party (continued):
The balance represents the working capital deficiency of HPLP (note 2) on the date of
acquisition which, under the terms of the acquisition agreement, is to be funded by
NW Operating Trust. The acquisition agreement allows for a period of 60 days from closing for
NW Operating Trust to provide the working capital adjustment calculation, after which the Trust
will have 30 days to review and verify such adjustment calculations. The calculation has not
yet been provided to the Trust and as a result, the amounts due from NW Operating Trust are
based on management's best estimate and may be adjusted in future periods.

6.

Leasing costs:

Cost
Leasing costs

7.

$ 28,189

Accumulated
amortization
$

–

Net book
value
$

28,189

Other assets:

Prepaid expenses
Mortgage escrow
Deposits

$ 1,250,528
603,756
1,007,396
$ 2,861,680

8.

Restricted cash:

Restricted cash

$

175,000

Restricted cash represents an earn-out reserve on a first mortgage on one of the Trust's
properties.
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

9.

Mortgages payable:
The Trust has various first mortgage facilities and one second mortgage at fixed rates ranging
from 4.77% to 6.53% with terms ranging from eight months to seven years. One first mortgage
totalling $1,365,000 requires no principal repayments until maturity. The weighted average
interest rate is 5.58%.
All mortgages are secured by first or second charges on specific facilities and are repayable as
follows:
Debt
maturing
during
the year

Scheduled
principal
payments
2010 remainder
2011
2012
2013
2014
2015
2016
2017

$

4,473,066
6,259,052
6,444,219
6,538,633
5,974,551
4,824,589
4,130,496
620,524

$

1,365,000
–
10,028,231
17,228,510
35,864,975
49,630,869
94,029,887
60,939,080

$ 39,265,130

$

269,086,552

Mark-to-market adjustment

Total
mortgages
payable
$

5,838,066
6,259,052
16,472,450
23,767,143
41,839,526
54,455,458
98,160,383
61,559,604
308,351,682
2,090,222

Unamortized financing costs

(518,185)
$ 309,923,719

Mortgage interest expense for the period from March 25, 2010 to March 31, 2010 was
$331,324.
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

9.

Mortgages payable (continued):
The Trust also has a floating rate revolving credit facility of $35.0 million which expires on
March 25, 2011 subject to an extension term of one year. The facility bears interest at banker's
acceptance plus 350 basis points or prime plus 2.5% and is secured by certain incomeproducing properties and the terms of a general security agreement. As at March 31, 2010,
there was no outstanding balance on the credit facility. The commitment fee of $306,250
related to this facility is included in financing costs and is amortized over a year, which is the
term of the facility.

10.

Below-market leases:

Cost
Below-market leases

11.

$ 10,858,588

Accumulated
amortization
$

53,168

Net book
value
$ 10,805,420

Unitholders' equity:
The Trust is authorized to issue an unlimited number of units. Each unit represents a single
vote at any meeting of unitholders and entitles the unitholder to receive a pro rata share of all
distributions. The unitholders have the right to require the Trust to redeem their units on
demand. Upon receipt of the redemption notice by the Trust, all rights to and under the units
tendered for redemption shall be surrendered and the holder thereof shall be entitled to receive
a price per unit ("Redemption Price") as determined by a market formula. The Redemption
Price will be paid in accordance with the conditions provided for in the Declaration of Trust.
The Trust's unitholders' equity is represented by two categories of equity: trust units of the
Trust and exchangeable units of NHP, a subsidiary of the Trust. Each Class B unit of NHP is
exchangeable into one unit of the Trust. As at March 31, 2010, there were 7,749,772
exchangeable units issued and outstanding by NHP with a stated value of $77,497,720. These
exchangeable units are economically equivalent to trust units and are entitled only to receive
distributions equal to those provided to holders of trust units. As a result, the unitholders'
equity includes the issued and outstanding units of the Trust and the exchangeable units of
subsidiary of the Trust.
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

11.

Unitholders' equity (continued):
The Trust's Trustees have discretion in declaring distributions.
(a) Units outstanding:
Units
Units issued, beginning of period
Issuance of units initial public offering
Class B LP units of NHP issued

–
17,500,000
7,749,772

Units issued

25,249,772

Less issue costs

Amount
$

252,497,720

–

Units issued, net of issue cost, end of period

25,249,772

–
175,000,000
77,497,720

(14,804,115)
$ 237,693,605

(b) Deferred unit plan:
In order to align the interest between the trustees and certain officers of the Trust, there
may be grants of deferred units under the deferred unit plan. Under the plan, the maximum
number of units authorized for issuance shall not exceed 5% of the units issued and
outstanding at any given time. The deferred units vest as follows:
(a) 50% of the deferred units on the third anniversary of the award date;
(b) 25% of the deferred units on the fourth anniversary of the award date; and
(c) 25% of the deferred units on the fifth anniversary of the award date.
As at March 31, 2010, no grants had been made under the deferred unit plan.
(c) Per unit calculation:
Per unit information is calculated based on the weighted average number of units
outstanding for the period. The weighted average number of basic and diluted units
outstanding for the period from March 25, 2010 to March 31, 2010 is 25,249,772.
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

12.

Segment disclosure:
All of the Trust's assets and liabilities are in, and its revenue derived from, the Canadian real
estate industry segment. No single tenant accounts for 10% or more of the Trust's rental
revenue.

13.

Related party transactions and balances:
Except as disclosed elsewhere in the financial statements, the following are the related party
transactions:
(a) The Trust has entered into head leases with NW Operating Trust on three properties. The
annual minimum rent for the head leases totals $2,169,242 plus an annual parking
supplement of $334,800. The head leases commenced March 25, 2010 and have a term
of five years subject to certain rights of termination upon third party leasing of such space.
For the period from March 25, 2010 to March 31, 2010, the Trust earned a total of $55,434
of minimum rent, operating cost recoveries and parking income related to the head leases.
The amount is included in revenue and accounts receivable.
(b) NW Operating Trust has committed to pay rent on a property until the tenant begins paying
rent under their lease agreement. For the period from March 25, 2010 to March 31, 2010,
the Trust earned $9,631 of related revenue, of which $9,631 is included in accounts
receivable at March 31, 2010.
(c) The Trust earned revenue from a tenant which is owned and operated by a related party.
For the period from March 25, 2010 to March 31, 2010, the Trust earned revenue of
$18,120 related to the tenant.
(d) The Trust has entered into Management and Cost Sharing Agreements with NW Operating
Trust to provide property management services for two properties for a period of five years
commencing March 25, 2010 for $418,630 per annum plus reimbursement of expenditures
based on standard commercial terms. During the period from March 25, 2010 to March 31,
2010, the Trust recovered costs of $14,148.
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

13.

Related party transactions and balances (continued):
(e) The Trust has entered into a Leasing and Construction Supervision Services Agreement
with NW Operating Trust to provide supervision and leasing services at the properties
subject to the head leases for a period of five years, commencing March 25, 2010. No
services were provided under this agreement for the period from March 25, 2010 to
March 31, 2010.
(f) The Trust has entered into a sublease agreement with an affiliate of NW Operating Trust to
lease its head office premises. The sublease term is for the period from March 25, 2010 to
December 31, 2010 and no rent is payable during such period under the terms of the
sublease.

14.

Commitments and contingencies:
(a) The Trust has assumed an obligation with respect to one ground lease. The lease expires
on June 30, 2036, with monthly payments of $18,750.
(b) The Trust entered into an agreement related to the acquisition of one of the properties
where it has agreed to pay the original vendor an additional $700,000 plus accrued interest
upon obtaining municipal approval to introduce paid parking within a period of five years
from the closing date.
(c) The Trust is involved in litigation and claims in relation to the income-producing 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
significant adverse effect on the interim consolidated financial statements.

15.

Change in non-cash operating items:

Decrease in accounts receivable
Increase in straight-line rents
Increase in other assets, excluding deposits
Decrease in accounts payable and accrued liabilities

$

150,355
(11,344)
(35,944)
(1,807,817)

$ (1,704,750)
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

16.

Capital management:
The Trust's primary objectives when managing capital are to maximize unit value through the
ongoing active management of the Trust's assets, the acquisition of additional properties and
the development and construction of projects which are leased to creditworthy tenants.
The Trust considers its capital to be its unitholders' equity and mortgages payable. The Trust is
free to determine the appropriate level of capital in context with its cash flow requirements,
overall business risks and potential business opportunities. As a result of this, the Trust will
make adjustments to its capital based on its investment strategies and changes to economic
conditions.
The Trust's strategy is also driven by policies as set out in the Amended and Restated
Declaration of Trust, as well as requirements from certain lenders.
The requirements of the Trust's operating policies as outlined in the Amended and Restated
Declaration of Trust includes requirements that the Trust will not:
(a) incur or assume indebtedness on properties in excess of 75% of the property's market
value; and
(b) incur or assume indebtedness which would cause the total indebtedness of the Trust to
exceed 65% of Gross Book Value as defined.
In addition, the Trust is required under the terms of its credit facility to meet certain financial
covenants, including:
(a) a Debt to Gross Book Value ratio of not more than 65%;
(b) an Interest Coverage Ratio of not less than 1.75%;
(c) a Debt Service Coverage Ratio of not less than 1.50; and
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NORTHWEST HEALTHCARE PROPERTIES
REAL ESTATE INVESTMENT TRUST
Notes to Interim Consolidated Financial Statements (continued)
Period from March 25, 2010 to March 31, 2010
(Unaudited)

16.

Capital management (continued):
(d) a minimum Adjusted Unitholders' Equity of not less than the aggregate of (i) $200,000,000;
and (ii) 75% of net proceeds in connection with equity offerings after March 31, 2010.
The Trust complied with all financial covenants during the period from March 25, 2010 to
March 31, 2010.

17.

Risk management and fair values:
(a) Risk management:
In the normal course of business, the Trust is exposed to a number of risks that can affect
its operating performance. These risks and the actions taken to manage them are as
follows:
(i) Interest rate risk:
Floating rate debt puts the Trust at risk that interest rates may rise before long-term
fixed rate debt is arranged. At March 31, 2010, none of the Trust's mortgages bear
interest at floating rates. The Trust staggers the maturities of its mortgages payable in
order to minimize the exposure to future interest rate fluctuations.
(ii) Credit risk:
Credit risk is the risk that one party to a financial instrument will cause a financial loss
for the Trust by failing to discharge its obligations. The Trust is exposed to credit risk
on all financial assets and its exposure is generally limited to the carrying amount on
the interim consolidated balance sheet. The Trust actively manages to minimize its
credit risk through careful selection and assessment of its credit parties based on
knowledge obtained through means such as due diligence carried out in respect of
leasing transactions to new tenants.
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17.

Risk management and fair values (continued):
(iii) Liquidity risk:
Liquidity risk is the risk that the Trust will encounter difficulty in meeting its financial
obligations when they come due. Managements' strategy to managing liquidity risk is
to ensure, to the extent possible, that it always has sufficient financial assets to meet its
financial liabilities when they come due, by forecasting cash flows from operations and
anticipated investing and financing activities. The Trust, whenever possible, enters into
long-term leases with creditworthy tenants which assist in maintaining a predictable
cash flow. The Trust's policy is to ensure adequate funding is available from
operations, established lending facilities and other sources as required.
(iv) Market risk:
All of the Trust's income-producing properties are focused on the Canadian medical
office sector. Market risk is the risk that changes in market prices, such as interest
rates and equity prices, will affect the Trust's financial instruments. All of the Trust's
operations are denominated in Canadian dollars, resulting in no direct foreign
exchange risk.
(b) Fair values:
The fair values of the Trust's financial assets, which include accounts receivable, mortgage
escrow, deposits, restricted cash and cash and cash equivalents as well as financial
liabilities, which include accounts payable and accrued liabilities, approximate their
recorded values due to their short-term nature. The fair values of the Trust's mortgages
payable at March 31, 2010 is $310,441,904. The fair values have been estimated based
on the current market rates for mortgages with similar terms and conditions.

18.

Subsequent event:
On April 7, 2010, the Trust received $11,781,250, net of underwriter fees, as the underwriters'
option to acquire 1,250,000 units at $10 per unit was exercised.
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