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WHAT IS A REIT? 

• Real Estate Investment Trust

• Started in 1960, USA

• Similar to mutual funds

• Provide opportunity to participate in different 
sectors of real estate market

• Product types: equity, mortgage, hybrid

• Market segments: various

• Open ended or close ended 



HISTORY

• 1960: The National Association of Real Estate Investment Funds is 

incorporated.

• 1965: Continental Mortgage Investors becomes the first REIT to be listed 

on the New York Stock Exchange.

• 1970: Health Care Fund, founded by Bruce Thompson and Frederic Wolfe, 

becomes the first health care REIT.

• 1972: NAREIT REIT Index debuts as the first REIT index available to 

investors. 

• 1974: Foreclosure Property Rules Enacted

• 1976: As part of the Tax Reform Act of 1976, President Ford signs into law 

the first package of REIT simplification amendments, most notably allowing 

REITs to be established as corporations in addition to business trusts.



• 1986: President Reagan signs the Tax Reform Act of 1986 to prevent 

taxpayers from using partnerships to shelter earnings from other sources.

• 1989-1991 Dramatic Real Estate Downturn; REIT stock prices decrease well 

before substantial decline in prices of private real estate begin to be 

measured.

• 1991 NAREIT adopts the definition of funds from operations (FFO).

• 1993 First Canadian REIT listed in the TSE

• 1999: As a sign of the growing interest in publicly traded real estate, the 

European Public Real Estate Association (EPRA) is formed.

• 2000: The iShares Dow Jones U.S. Real Estate Index Fund launches, 

becoming the first real estate exchange traded fund.

• 2009: FTSE, NAREIT and EPRA announce the addition of REITs and listed 

property companies in Emerging markets to the FTSE EPRA/NAREIT 

Global Real Estate Index.

HISTORY



GOING GLOBAL



COMPARING INTERNATIONAL REIT RULES

Source: Henley School of Business 2012



GLOBAL – MARKET CAP



GLOBAL – TOP 10 CONSTITUENTS

Source: FTSE Group 26/02/2016



GLOBAL – TOTAL RETURNS ON REIT INDEX 2015 



REITs: 

USA vs Canada



AMERICA VS CANADA



AMERICA VS CANADA



AMERICA VS CANADA



TYPICAL STRUCTURE



MARKET CAP: US VS CANADA



TAX QUALIFICATIONS* 
1. Property Test

• 90% of its non-portfolio property must be qualified REIT property – allowed 

to hold up to 10% non-portfolio assets that aren’t REIT

2. 90% Passive Revenue Test

• 90% of gross REIT revenue must come from: rent from real/immovable 

properties, interest, dispositions of real/immovable properties that are capital 

properties, dividends, royalties, dispositions of eligible resale properties 

3. 75% Real Property Revenue Test

• Min. 75% of gross REIT revenue must be from: rent from real/immovable 

properties, interest from mortgages/hypothecs on real/immovable properties 

4. Qualifying Property Value Test

• At least 75% of trust equity value must be total fair market value of a trust’s 

real/immovable property, bankers acceptance of a Canadian corporation, 

money/certain government debt/deposits with a credit union  

5. Publicly traded test 

• Listed on Canadian stock exchange, TSE 
*For a particular tax year: resident in Canada and passes each of the following tests



MARKET CAP - CANADA

Source: TSX 31/01/16



PRODUCT SEGMENT

Equity REITs 

(EREITs)

Mortgage REITs 

(MREITs)

Hybrid REITs 

• Purchase, own & manage income producing properties

• Differ from typical real estate developers because they 

purchase property to operate instead of for resale

• Considered superior for long-term investing

• Loan money for mortgages

• Purchase existing mortgages/mortgage backed securities

• React more quickly to interest rates because dividend 

comes from interest payments

• Combination of equity & mortgage REITs

• Own property & make loans

• Earn money through combination of rents & interest 



PRODUCT SEGMENT - CANADA

Source: IBISWORLD 2016



PRODUCT SEGMENT - USA

Source: NAREIT 2016



MARKET SEGMENT

HOTELS

NURSING & RETIREMENT HOMES

OFFICE BUILDINGS

RESIDENTIAL

RETAIL

INDUSTRIAL



MARKET SEGMENT - CANADA

Source: IBISWORLD 2016



MARKET SEGMENT (EQUITY) - USA

Source: NAREIT 31/08/2015



MARKET

BY

GEOGRAPHY

Source: IBISWORLD 2016



WHY INVEST? 

Source: IBISWORLD 2016



BENEFITS: DIVERSIFICATION



BENEFITS: LIQUIDITY



Department name/presenter name

BENEFITS: LIQUIDITY



BENEFITS: DIVIDEND INCOME



BENEFITS: DIVIDEND GROWTH > INFLATION



BENEFITS: PAYOUT RATIOS



REIT’s in Canada:

Financials



S&P/TSX CAPPED REIT INDEX RETURNS



REIT’S YIELD



TOP 10 RETI’S YIELD



S&P/TSX CAPPED REIT 

VS

S&P/TSX COMPOSITE (1 YEAR)



S&P/TSX CAPPED REIT 
VS

S&P/TSX COMPOSITE (5 YEARS)



S&P/TSX CAPPED REIT 

VS

S&P/TSX COMPOSITE (10 YEARS)



HISTORICAL PRICE TO NAV 

*Canaccord research coverage is currently suspended for a number of REITs/REOCs. NAV estimates for those REITs/REOCs used

in this figure reflect consensus estimates per FactSet. Source: FactSet, REIT/REOC Reports, Canaccord GenuityEstimates 06/01/2016



WEIGHTED AVERAGE PRICE
TO

FORWARD AFFO MULTIPLE



WEIGHTED AVERAGE AFFO PAYOUT RATIOS

*2015-2017 AFFO Payout Ratio are estimates based on current distribution levels. 



Source: Bloomberg, Canaccord Genuity 

AFFO YIELDS VS 10 YEAR GOC BOND YIELD



Source: Bloomberg, Canaccord Genuity 

DISTRIBUTION YIELDS
VS

10 YEAR GOC BOND YIELD



Calculations



FUNDS AVAILABLE FOR DISTRIBUTION



FREE CASH FLOW TO EQUITY

Funds available for distribution

- Real estate acquisitions (new investments)

- Changes in working capital

- Principal payments

+ New debt issue

+ Gain on sale of real estate

+ New equity issue

= Free Cash Flow to Equity



NET INCOME

Real estate revenue

- Real estate expense

- Depreciation & amortization of real estate

= Income from real estate

+ Other Income

- General and administrative expense

= Net Income per GAAP    



FUNDS FROM OPERATIONS (FFO)

Net Income per GAAP

- Profit/ Loss from Real Estate Sale

+ Depreciation & Amortization 

= Funds from Operations



ADJUSTED FUNDS FROM OPERATION (AFFO)

Funds from Operations 

- Recurring Capital Expenditures

- Amortization of Tenant Improvements 

- Amortization of leasing Commissions 

- Adjustment for Rent Straight-lining 

= Adjusted Funds from Operations



AFFO PAYOUT RATIO

Dividend per unit

÷

AFFO per Unit

AFFO Payout Ratio



R E I T S



COMPANY SNAPSHOT



1 YEAR (MONTHLY) WITH SMA 20 MA 20



5 YEARS (MONTHLY) WITH SMA 20 MA 20



1 YEAR VS. S&P/TSX CAPPED REIT



5 YEARS VS. S&P/TSX CAPPED REIT



STRATEGY



CORPORATION INFORMATION

IPO Date December 1996

Investment US | CAD

Open-Ended Trust Redemption obligation (restriction on amount during specified time) | Limited 

cash requirement for redemption

Main Investment Office Complex 

HR Finance Trust Oct 2008 to save US tax | Invest in notes issued by HR REIT US subsidiary



CRITICAL MASS ACROSS PROPERTY SEGMENTS



PORTFOLIO OVERVIEW



CANADIAN PROPERTIES OWNED

Industrial Offices Retail

British Columbia 10 1 1

Alberta 17 6 19

Manitoba 1

Saskatchewan 5

Ontario 10 2 39

Quebec 12 1 6

Newfoundland 1 2

New Brunswick 2

Nova Scotia 3 2



US PROPERTIES OWNED



PORTFOLIO DIVERSIFICATION



PRIMARIS PORTFOLIO SUMMARY



H&R POST PRIMARIS ACQUISITION



INSTITUTIONAL QUALITY ASSETS: OFFICE



INSTITUTIONAL QUALITY ASSETS: INDUSTRIAL & RETAIL



PORTFOLIO OF PROPERTIES

Office Industrial Retail Residential Development 

40 105 161 5 2

53,948,214 57,098,945 55,318,442 1,995,995 N/A

97% 97% 97% 96% N/A

82% 81% 82% 100% 100%

7.043 billion 1.038 billion 5.253 billion 52 million N/A

# of Properties

Net Rentable Area (sf)

Occupancy Rate

Ownership Interest

Fair Value



PROPERTY DIVERSIFICATION



PROPERTY OPERATING INCOME



2015 PROPERTY DISPOSITION

December 31 2014 

Disposition Summary:

- Office property and adjacent 

parcel of land 

- 50% ownership interest in 

office property

- 5 industrial property and 50% 

ownership interest on 84 

industrial properties

- Two office property 

- 3 industrial property and 

parcel of land held for 

development



2015 KEY ACQUISITIONS



CREDITWORTHY TENANTS



19 YEARS OF STABLE OCCUPANCY



LIMITED LEASE ROLLOVER



WELL STAGGERED DEBT MATURITIES



LIMITED LEASE ROLLOVER



PROPERTIES UNDER DEVELOPMENT



LONG TERM STABILITY

Lease: 9.9 years Mortgage: 6.2 years Outstanding 
Debt: 5.3 years

Average term to maturity 



NOTABLE RISK

1. Real property ownership

2. Lease rollover risk

3. Interest and other debt related risks

4. Construction risk

5. Currency risk

6. Credit risk and tenant concentration

7. Environment risk

8. Joint arrangement risk

9. Unit prices

10.Availability of cash for distribution

11.Ability to access capital market

12.Dilution

13.Unitholder liability 

14.Redemption right

15.Debenture

16.Tax risk



Management 

Profile



CHIEF EXECUTIVE OFFICER: THOMAS HOFSTEDTER

▪ Founder of H&R REIT in 1996 

▪ As head of H&R Development's Office 

Division, Tom was responsible for 

developing many of the properties that 

comprised the REIT’s initial public offering

▪ More than 25 years of experience in 

commercial real estate 

▪ Chartered accountant and graduate of 

University of Toronto



▪ Previously a manager of Ernst & Young serving 

clients in real estate industry

▪ Mr. Froom has been with the H&R group since 

1997 and has served as CFO of the REIT since 

September 2006. Mr. Froom is responsible for 

overseeing all transactions, corporate finance, 

financial reporting and investor relations

▪ Earned a Bachelor of Accounting at the University 

of Witwatersrand in South Africa and holds a 

Chartered Accountant designation

CHIEF FINANCIAL OFFICER: LARRY FROOM



▪ Mr. Uhr has over 30 years of real 

estate industry experience

▪ Join H&R since 1996

▪ Mr. Uhr is a member of BOMA 

(Building Owners and Managers 

Association) and the Canadian Urban 

Institute

CHIEF OPERATING OFFICER: NATHAN UHR



▪ Mr. Sullivan leads the senior management 

group at Primaris and is responsible for 

strategic and operational aspects for the 

company. 

▪ Senior Vice President of Portfolio 

Management at Primaris Retail Real Estate 

Investment Trust since 2011, Chief 

Operating Officer of Primaris Retail Real 

Estate Investment Trust since 2013

▪ Earned a Bachelors of Commerce from 

University Of British Columbia.

CHIEF OPERATING OFFICER (PRIMARIS): PATRICK SULLIVAN



▪ Since January 2000

▪ Reinvest their monthly cash distribution in additional units of H&R 

REIT at the weighted average price of units on TSX for 5 trading days 

▪ Receive 3% if each cash distribution reinvested pursuant to DRIP 

▪ Minimum purchase: $250 per month (maximum: $13,500 per year)

▪ Enable eligible holders to invest any and all cash distributions on 

Eligible Stapled Unit and/or Optional Cash Payment. 

DRIP PROGRAM & UNIT PURCHASE PLAN



Financial 

Information



FINANCIAL HIGHLIGHTS



SIGNIFICANT LIQUIDITY



BALANCE SHEET



BALANCE SHEET - CONTINUED



INCOME STATEMENT



INCOME STATEMENT - CONTINUED



SHAREHOLDER’S EQUITY



STATEMENT OF CASH FLOWS



STATEMENT OF CASH FLOWS - CONTINUED



ADJUSTED FUNDS FROM OPERATIONS



Recommendation:                      

BUY



Department name/presenter name



COMPANY SNAPSHOT



1 YEAR CHART AND MOVING AVERAGE AT 10 & 100



1 YEAR CHART AND MOVING AVERAGE AT 50 & 200



5 YEAR CHART AND MOVING AVERAGE AT 10 & 100



5 YEAR CHART AND MOVING AVERAGE AT 50 & 200



10 YEAR CHART AND MOVING AVERAGE AT 10 & 100



10 YEAR CHART AND MOVING AVERAGE AT 50 & 200



1 YEAR VS S&P/TSX CAPPED REIT



5 YEAR VS S&P/TSX CAPPED REIT



COMPANY OVERVIEW



• Operating Funds From Operations for the three months ended 

December 31, 2015 increased 9.8% to $142 million compared to 

$130 million for the same period in 2014

• Concentration of annualized net rental revenue in Canada's six 

major markets as at December 31, 2015 increased to 74.8% from 

73.3% as at December 31, 2014

• Strategic joint venture with Hudson's Bay Company will enable 

RioCan and HBC to build on the strength of existing real estate 

assets through potential future redevelopment, as well as identify 

retail and enclosed mall acquisition opportunities

• Acquired Kimco Realty Corporation's interest in 23 properties in 

Canada that were previously jointly owned

2015 Q4 OVERVIEW



• On January 15, 2015, Target Corporation announced 

plans to discontinue its Canadian operations.  

• At that time RioCan had 26 locations under lease with 

Target's wholly-owned subsidiary, Target Canada. 

• Target Canada disclaimed the leases and ceased paying 

rent at 19 of these locations pursuant to the Companies' 

Creditors Arrangement Act. 

• RioCan reached a full settlement with the U.S. parent of 

Target Canada for $149 million, of which $105 million 

represents RioCan's share, with the remainder distributed 

to various co-owners. 

TARGET LEAVES CANADA



Future Shop:
 In March 2015, Best Buy Canada announced its consolidation of Future Shop 

and Best Buy stores under the Best Buy format. 

 RioCan had 10 Future Shop locations under lease, of which 5 locations were 

converted to a Best Buy and the remaining 5 Future Shop locations were later 

filled by national tenants that include Ikea, Winners and Michaels. 

 These deals were done at an average rent that exceeded what Future Shop 

paid on the premises. 

Danier Leather: 
 In February 2016, Danier Leather announced that it entered insolvency 

proceedings. As at December 31, 2015 RioCan has 8 Danier Leather 

locations under lease with an average remaining lease term of 3.63 years. 

OTHER STORE CLOSURES



• During the year ended December 31, 2015, RioCan

completed acquisitions of interests in 49 income properties 

aggregating $997 million at a weighted average 

capitalization rate of 5.9%, representing RioCan's share of 

the purchase price and comprised of approximately 

3,744,000 additional square feet. 

• The most recent acquisitions in Canada are the Kimco

Joint Venture dissolution (22 properties) and Tillicum 

Centre in Victoria, BC.

PROPERTY ACQUISITIONS - 2015



RECENT ACQUISITIONS - CANADA



• During the year ended December 31, 2015, 

RioCan disposed of interests in nine income 

properties aggregating $448 million 

representing a weighted average 

capitalization rate of 5.7%, comprised of 

approximately 1,405,000 square feet.  

PROPERTY DISPOSITIONS - 2015



RECENT DISPOSITIONS IN CANADA



PROPERTY PORTFOLIO - CANADA



PROPERTY OWNERSHIP – GEOGRAPHY



PROPERTY TYPE – CANADA



PROPERTY PORTFOLIO - USA



Strong Tenant Relationships

STRONG TENANT RELATIONSHIP



TOP 10 TENANTS* - CANADA
*As of December 2015



LEASE ROLLOVER PROFILE



OCCUPANCY RATES



ORGANIC GROWTH– CANADA



ORGANIC GROWTH – USA



DISTRIBUTION REINVESTMENT PLAN (DRIP)

• Allows holders of RioCan Real Estate Investment Trust 

units to have their regular monthly distributions 

reinvested in additional units of the Trust at the average 

market price for the units. 

• In addition, participants will receive a number of bonus 

units equal to 3.1% of the number of additional units 

acquired upon the reinvestment.

• The average market price is calculated based on the 

current average of the closing price for RioCan on The 

Toronto Stock Exchange for the 5 trading days 

immediately preceding the distribution payment date.



Management 

Profile



CHIEF EXECUTIVE OFFICER: EDWARD SONSHINE

• Founder and CEO of RioCan since 1993

• Recently accepted a three-year amendment to 

his employment contract

• Served as the President at RioCan until 

January 1, 2012

• Started business life as a lawyer

• Converted a Real Estate Mutual Found Trust 

into one of Canada’s first REITs in late 1993

• Law degree from Osgoode Hall Law School 

and a Bachelor of Arts from the University of 

Toronto



CHIEF OPERATING OFFICER: RAGHUNATH DAVLOOR

• President and COO of RioCan since 

October 20, 2014

• More than 25 years of real estate 

management, finance, accounting and 

tax experience to RioCan

• Served as Vice President and Director 

of Investment Banking at TD securities 

before joining RioCan in 2008

• Chartered Accountant and holds a 

Bachelor of Commerce from the 

University of Manitoba



CHIEF FINANCIAL OFFICER: CYNTHIA DEVINE

• Executive VP and CFO of RioCan since 

March 2015

• CFO of Tim Hortons from 2003 to 

December 2014

• Honors Business Administration degree 

from the Ivey Business School, Western 

University 

• Fellow of the Institute of Chartered 

Accountants of Ontario



Financial 

Information



BALANCE SHEET



BALANCE SHEET – CONTINUED



INCOME STATEMENT



INCOME STATEMENT - CONTINUED



CASH FLOWS FROM OPERATING ACTIVITIES



CASH FLOWS FROM INVESTING ACTIVITIES



CASH FLOWS FROM FINANCING ACTIVITIES



FUNDS FROM OPERATIONS



FUNDS FROM OPERATIONS- CONTINUED



ADJUSTED FUNDS FROM OPERATIONS



Recommendation:                      

BUY





COMPANY OVERVIEW



1 YEAR PRICE



1 YEAR (MONTHLY) & MA20



5 YEAR (WEEKLY) & MA50



1 YEAR VS S&P/TSX CAPPED REIT 



5 YEAR VS S&P/TSX CAPPED REIT 



TRANSACTION HIGHLIGHTS



TRANSACTION HIGHLIGHTS



FINANCIAL TRANSACTION



TRANSACTION HIGHLIGHTS



PREMIUM

OUTLETS

INCOME

PRODUCING

PROPERTIES

MIX-USE

DEVELOPMENT

PLATFORM FOR GROWTH

• Toronto Premium Outlet

• Premium Outlook 

Montreal

 Vaughun
Metropolitan Center

• 107 Walmart Anchored 

Centers

• 30.5 Million Sq. ft of income 

producing property 



KEY DEVELOPMENT AREA



PREMIUM OUTLET



Premium Outlet



COMPANY OVERVIEW - 2015



SOLID PERFORMANCE



GROWTH IN TOTAL ASSET



DEBT MATURITY



LEVERAGE PORTFOLIO



Corporation Structure

PROPERTY PORTFOLIO



Corporation Structure

PROPERTY PORTFOLIO



PROPERTY PORTFOLIO



MAJOR TENANT



PROPERTY PORTFOLIO CONTINUED



PROPERTY PORTFOLIO CONTINUED



OCCUPANCY RATE



LONG TERM STABILITY



• Unitholders who elect to participate will 

see their monthly cash distributions 

automatically reinvested in units of 

SmartREIT at a price equal to 97% of the 

average TSX market price over the 10 

business days preceding the monthly 

distribution date.

DRIP



• Leasing

• Developments, Earn outs and Mezzanine 
finance

• Redevelopment

• Acquisition

• Professional Management

GROWTH STRATEGY



MANAGEMENT

PROFILE



• President, CEO and Trustee since 
2013

• Served as several senior financial 
roles at Canadian Tire including 
CFO

• Bachelor of science degree in 
Economic in University of London

CHIEF EXECUTIVE OFFICER: HUW THOMAS



• Appointed CFO on June 17th, 

2014

• Pricewaterhouse alumnus

• Chartered Accountant

• Graduate from

• Ryerson University

CHIEF FINANCIAL OFFICER: PETER SWEENEY



CHIEF OPERATIONAL OFFICER: PETER FORDE



Financial 

Information



BALANCE SHEET



INCOME STATEMENT



RENTALS FROM INVESTMENT PROPERTY



CONSOLIDATED STATEMENT OF CASH FLOW



CONSOLIDATED STATEMENT OF CASH FLOW



CONSOLIDATED STATEMENT OF EQUITIES



AFFO PAYOUT RATIO



GROWTH IN RENTAL REV & AFFO SINCE 2010



Recommendation:                      

Hold



THANK YOU


