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Disclaimer
About this Presentation
This presentation is dated November 16, 2018 and is strictly intended to provide general information about PRO Real Estate Investment Trust (“PROREIT”) and its business. This presentation
does not constitute an offer to sell or the solicitation of an offer to buy any securities of PROREIT. The information in this presentation is stated as at September 30, 2018, unless otherwise
indicated.
Non-IFRS Measures
PROREIT’s consolidated financial statements are prepared in accordance with International Financial Reporting Standards (“IFRS”). In this presentation, as a complement to results provided in
accordance with IFRS, PROREIT discloses and discusses certain non-IFRS financial measures, including Adjusted Funds From Operations (“AFFO”), Funds From Operations (“FFO”), Gross Book
Value (“GBV”), debt-to-GBV, Net Operating Income (“NOI”), interest coverage ratio and payout ratios as well as other measures discussed elsewhere in this presentation. These non-IFRS
measures are not defined by IFRS, do not have a standardized meaning and may not be comparable with similar measures presented by other issuers. PROREIT has presented such non-IFRS
measures as Management believes they are relevant measures of PROREIT’s underlying operating performance and debt management. Non-IFRS measures should not be considered as
alternatives to net income, cash generated from (utilized in) operating activities or comparable metrics determined in accordance with IFRS as indicators of PROREIT’s performance, liquidity,
cash flow, and profitability. For a full description of these measures and, where applicable, a reconciliation to the most directly comparable measure calculated in accordance with IFRS, please
refer to the “Non-IFRS and Operational Key Performance Indicators” section in PROREIT’s Management’s Discussion and Analysis for the year ended December 31, 2017 and for the three and
nine months ended September 30, 2018 available on SEDAR at www.sedar.com.
Forward-Looking Information
Certain statements contained in this presentation constitute forward-looking information within the meaning of applicable securities laws. In some cases, forward-looking information can be
identified by such terms such as “may”, “might”, “will”, “could”, “should”, “would”, “occur”, “expect”, “plan”, “anticipate”, “believe”, “intend”, “estimate”, “predict”, “potential”, “continue”,
“likely”, “schedule”, or the negative thereof or other similar expressions concerning matters that are not historical facts. Some of the specific forward-looking statements in this presentation
include, but are not limited to, statements with respect to PROREIT’s future financial performance; the ability of PROREIT to execute its growth strategies; PROREIT’s ability to continue paying
monthly distributions and PROREIT’s ability to raise capital; the expected timing and completion of the REIT’s announced transactions. Forward-looking statements are based on a number of
assumptions and are subject to a number of risks and uncertainties, many of which are beyond PROREIT’s control, that could cause actual results and events to differ materially from those that
are disclosed in or implied by such forward-looking statements. PROREIT’s objectives and forward-looking statements are based on certain assumptions, including that (i) PROREIT will receive
financing on favourable terms; (ii) the future level of indebtedness of PROREIT and its future growth potential will remain consistent with PROREIT’s current expectations; (iii) there will be no
changes to tax laws adversely affecting PROREIT’s financing capacity or operations; (iv) the impact of the current economic climate and the current global financial conditions on PROREIT’s
operations, including its financing capacity and asset value, will remain consistent with PROREIT’s current expectations; (v) the performance of PROREIT’s investments in Canada will proceed on
a basis consistent with PROREIT’s current expectations; and (vi) capital markets will provide PROREIT with readily available access to equity and/or debt. Additional information about these
assumptions and risks and uncertainties is contained under “Risk Factors” in PROREIT’s latest annual information form, and in other filings that PROREIT has made and may make with applicable
securities authorities in the future, all of which are or will be available on SEDAR at www.sedar.com. In addition, the acquisitions announced by PROREIT remain subject to satisfactory due
diligence review and other conditions.
The forward-looking statements contained in this presentation are expressly qualified in their entirety by this cautionary statement. Investors are cautioned not to put undue reliance on
forward-looking statements. All forward-looking statements in this presentation are made as of the date of this presentation. PROREIT does not undertake to update any such forward-looking
information whether as a result of new information, future events or otherwise, except as required by law.
Additional Information
Information appearing in this presentation is a select summary of PROREIT’s business, operations and results. The latest annual information form of PROREIT and its consolidated financial
statements and management’s discussion and analysis thereon for the three and nine months ended September 30, 2018 are available on SEDAR at www.sedar.com.
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Who we are
• A DIVERSIFIED commercial real estate investment trust that has built a
national footprint and a TRACK RECORD OF SUCCESS
• On the cusp of TRANSFORMATIONAL GROWTH
• An EXPERIENCED management team employing proven growth strategies,
backed by strong corporate governance
• A SOLID FOUNDATION of assets and net operating income to underpin
future growth
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A track record of success
• Five years of strong growth
• From one $6 million building in 2013 to a diversified 82-building portfolio(1) with
total assets approaching $500 million(1)

• Continually improving quality and risk profile of the portfolio through
geographic, sector and tenant diversification
• Built high quality tenant profile with annual lease renewal rates over 90%.
• Initiated lease-up and development projects that will impact NOI in 2019.
• Developed a high quality stream of cash flow.
• Paid consistent, attractive distributions every month since January 2014.
• Grown the market capitalization to $200 million.
• Broadened the unitholder base and dramatically increased trading
volumes.
(1) Recent acquisitions add six new properties purchased for $61.7 million plus closing costs that closed subsequent to
the end of the quarter. See news release dated November 14, 2018.
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Transformational Growth – Hurdles Achieved
Scale brings transformational growth opportunities
• Internalization of asset management and property management
• Currently approaching $500 million target for internalizing asset
management – full internalization likely by end of Q1 2019
• Property management internalization increases cash flow and adds value
• Internalization creates significant economies of scale
• Provides additional transparency in accounting and financial reporting

• Increased scale
• May help to improve cost of capital and thereby enable increased growth per
unit
• Significantly increases access to larger and higher quality acquisitions
• Increased potential for internal growth: rent increases, densification, etc.

• Have applied to graduate to the TSX
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Experienced Management Team
Management — LABEC Realty
• Taken PROREIT from one $6 million building to
82 buildings and approaching $500 million in
assets in under five years
James W. Beckerleg

Gordon Lawlor, CPA, CA

• Announced internalization at $500 million of
GBV in Q1 2019

Chief Executive Officer
and Trustee

Chief Financial Officer

• Former CANMARC REIT team
• 70+ years of collective asset management and
property management experience
• Extensive network of real estate and capital
markets relationships
• Competitive, objectives-based asset
management structure

Mark O'Brien

Alison Schafer, CPA, CA

Chris Andrea

Managing Director,
Operations

Director of Finance

President
Compass Commercial
Realty
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• Alignment with unitholders: officers and
trustees own 9% of outstanding Units
• Non-compete
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We’ve done it before
100%
CANMARC REIT

S&P/TSX Capped REIT Index

75%

50%

25%

0%
May-2010

Aug-2010

Nov-2010

Feb-2011

May-2011

Aug-2011

Nov-2011

Feb-2012

The Former CANMARC REIT
•
•
•
•

Diversified REIT with national portfolio
143 properties
Acquired by Cominar in 2012 for $1.9 billion
43% compound annual rate of return since IPO, compared to 28% for the REIT index
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Our Objectives

Our Strategies

• Build a national Canadian REIT
with high-quality commercial
real estate in the industrial,
retail, commercial mixed use and
office sectors

• Acquire accretive income-producing
commercial properties in secondary
markets
• Minimize risk through portfolio
diversification
• Seek properties with selective
development and expansion
opportunities
• Continue to build strategic
relationships to maintain pipeline of
off-market opportunities
• Create value through internalized
property management
• Complete management transformation
at $500 million in assets
• Grow unitholder value per unit

• Produce stable and growing
returns
• Grow unitholder value per unit
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Our Growth Record (Values at Dec. 31 except 2018)
600

TOTAL ASSETS

4,000,000

GLA

$millions

$61.7(2)

500

458,070(2)

Gross leasable area sq. ft.

3,500,000
3,000,000

400

2,004,604

2,500,000

432.176

300

1,669,947

2,000,000

3,041,030

365.894

200

257.995
203.194

1,000,000

141.501
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1,044,095
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100
500,000

70.164
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2,689,536

1,500,000

1,044,095
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Our Growth Record (Values at December 31, except 2018)
Financial Performance
($'000)
2013
20,000

2014
29.639

2015
2016

28.682

2018 results are to nine-months ended
September 30, 2018

2017
22.963

2018

18.190

18.266

15,000

18.389
10,000

14.105
11.207

10.325 10.107

9.189

5,000

7.619
6.258

5.758

1.628

Property Revenues
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1.126

1.410

NOI

2.944

AFFO
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Consistent Growth

(Values at Dec. 31, except 2018)
82 properties
Approximately
810,111 sq. ft.
6 properties (2)

Acquisitions

66 properties
684,932 sq. ft.

• PROREIT has grown from one to 82 properties
with 3.5 million sq. ft. of GLA since 2013

32 properties
625,852 sq. ft.
23 properties
647,358 sq. ft.

39 properties
334,657 sq. ft.

+10 properties
– 1 sale
+7 properties

+14 properties

+29 properties
-2 sales

396,737 sq. ft.

2013

2014

11 Properties
less one sale(!)

2015

2016

2017

+18 properties
-1 sale

2018 (1)

9 properties
(1) At

Sept. 30, 2018

(2) Subsequent
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2018 Property Additions
Purchase
Price
($millions)

Transaction

# of Properties

Added
GLA
(sq. ft.)

Occupancy Rate at
Acquisition

1750 Jean-Berchmans-Michaud St. Drummondville, QC (50%)

$4.39

1

85,560

100.0%

Winnipeg, MB Industrial Portfolio

$27.3

6

237,430

100%

$4.5

1

32,258

100%

$8.95

4

13,606

100%

Ottawa ON Office Portfolio

$51.7

5

282,000

97.3%

Saint Hyacinthe, QC light industrial property

$10.0

1

176,070

100%

Total Acquisitions

$106.84

18

826,924

Total Sales

($0.895)

1

(11,700)

Net Acquisitions

$105.95

17

815,224

598 Union St., Frederiction, NB
Quebec Retail Portfolio

Acquisitions closed subsequent to Sept. 30, 2018
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Diversified Portfolio
Asset Class

No. of Properties

Nine-months ended September 30, 2018

Occupancy (%)

GLA (sq. ft.)

NOI(2)

Retail

49

97.7

1,077,120

$10,219

Comercial Mixed Use

7

97.0

443,678

$2,293

Office

4

89.9

154,493

$1,198

Industrial

16

99.6

1,365,739

$4,679

Total

76

98.1

3,041,030

$18,389

GLA by Asset Class (1)

Base Rent by Asset Class (1)
Industrial
25.9%

Retail
35.4%

Industrial
44.9%

Office
5.1%

Commercial
Mixed Use
14.6%

Office
7.4%

Mixed
Use
12.5%
(1)
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Base Rent by Province (1)
Western
Cananda
21.5%

Retail
54.2%

Ontario
7.3%

Quebec
20.1%

Based on in-place and committed base rent as of September 30, 2018

Maritime
Provinces
51.1%
(2)

Non-IFRS measure. See Disclaimer
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Secondary Commercial Real Estate Markets
Secondary markets are the foundation on which we are building toward our goal of
becoming a large capitalization REIT
• Includes urban markets and regional economic centres outside of Vancouver, Toronto and Montreal
• Opportunities in cities and communities where the largest REITs are no longer focused
• Often higher capitalization rates
• Our size permits us to be opportunistic
• Operating quality:
• Same national and brand name tenants
• Strong covenants
• Long term leases
• Development opportunities

• In regional communities, community service centres are stable hubs of retail and other business
activity
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Community Retail Service Centres
• Focused on community-based
service centre properties
2, Lawrence Street
Amherst, NS
• Typically brand grocery or pharmacy anchored
• Brand names
• Long term leases
• Excellent covenants

• Banks, medical professionals, government services, restaurants
• Upside potential from rent increases, vacancy fill-up and upgrading of
small tenants over time
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Industrial
1750, Jean-Berchmans-Michaud Street
Drummondville, QC

• Single or multi-tenant, light industrial buildings
• Typically 22 feet clearance or higher
• Located on major transportation routes with strategic access to
airports, large cities, border crossings
• Currently focused on 50,000 sq. ft. to 200,000 sq. ft. buildings
Investor Presentation
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Mixed Use Commercial/Office

• Buildings are often in industrial parks
• Flex office with loading docks
• Retail in industrial buildings (e.g. - décor, wholesale)
• Light industrial with office space

• Currently, the right buildings in the right sectors are seeing increasing
demand from a growing economy
Investor Presentation
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Top Ten Tenants
#

Tenant

% of In-Place Base Rent

GLA (sq. ft.)

WALT (years)

Credit Rating (1)

1

8.9

104,929

10.9

Baa2/BBB+/na

2

8.7

222,491

8.9

na/BB+/BBH

3

5.1

66,083

6.5

na/BBB/BBB

4

3.1

34,547

4.5

Aaa/AAA/AAA

5

2.9

88,840

9.3

na

6

2.4

40,901

8.0

na/BB+/BBH

7

2.3

20,219

12.3

Aa2/A+/AH

2.2

172,719

9.8

na

9

2.2

44,720

9.4

na

10

2.1

65,000

1.3

Aa3/A+/AH

TOP TEN SUBTOTAL

39.9

860,449

8.6

na

OTHER TENANTS

60.1

2,121,201

5.1

100.00

59,380
3,041,040

6.5

8

DATA COMMUNICATIONS

VACANT
TOTAL

Based on annualized in-place and committed base rent at September 30, 2018
Source: Moody’s, S&P, and DBRS. Credit rating assigned to tenant or its
parent.

(1)
(2)
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•
•
•

Top ten tenants account for 39.9% of base rent
Seven of the top ten tenants are credit rated
Credit quality tenants account for 32.56% of In-Place Base Rent
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Lease Maturity Profile
• Tenant renewal rate average above 90% over past five years
• Overall weighted occupancy rate of 98.1% with a weighted average remaining lease term of 6.5
years
• Credit quality tenants have a weighted average remaining lease term of 7.2 years
• Top ten tenants represent 39.9% of base rent
65.8%
• Staggered lease maturity profile
•

Not more than 12.3% of base rent matures in any given lease year
66.3%

7.6%

6.3%

0.0%
5.7%

6.9%

2019

2020

10.6%

9.0%

9.7%
12.3%

0.0%
2018

2021

2022

2023 - 2036

Base Rent
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Internal Development Opportunitites
Our strategy is to enhance the value of our acquired assets :
• Capitalize on revenue growth opportunities
• Implement operating improvements and preventative
maintenance programs
• Exploit lease-up and expansion opportunities
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Development Initiatives
Halls Creek (2016-2017)
•
•
•
•

Other Opportunities (ongoing)

New pad development completed
> 10% ROIC
85% leased
Approximately $90 thousand NOI on annualized basis

St. Margaret’s Bay (ongoing)
• 41,500 sq. ft. in development opportunity

King George Highway (2017)
•
•
•
•

• 8150 Trans-Canada Highway, St. Laurent, QC (pad
development)
• 50 Empire Lane, Windsor, NS (pad development)
• 1455 Mountain Ave., Winnipeg MB (building expansion)
• 10 Bentall Street, Winnipeg, MB (vacant land, industrial
opportunity)
• 31 Auriga Drive, Ottawa, ON (potential building expansion)

Pad developments complete
6,400 sq. ft. of new GLA
Rogers, Subway and Cara signed
>9% ROIC on Cara pad, >18% ROIC on Rogers and Subway pads
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Debt Strategy

Debt Maturity Profile
As of September 30, 2018

Debt to GBV:

51.05%

Total Debt:

$220.7M

Total debt weighted average rate
Total debt weighted average
term:

3.82%
$104.1

5 years

$65.7

Debt Composition ($millions)

$31.5

Type

$10.1

Operating Facilities, Term Loans

$8.4

First Mortgages

$212.3

Total

$220.7
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$1.6

1 year

$7.8

1-2 years

2-3 years

Payments of Principal

3-4 years

4-5 years

Later

Debt Maturing During Year
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Financial Results
Three months
ended
September 30,
2018

Three months
ended September
30, 2017

Nine months
ended
September 30,
2018

Nine months
ended
September 30,
2017

CAD $ thousands except for unit amounts unless otherwise stated

Total Assets

$432,176

$298,373

$432,176

$298,373

$10,210

$6,920

$28,682

$21,478

NOI

$6,643

$4,335

$18,389

$13,212

Debt to Gross Book Value

51.05%

55.08%

51.05%

55.08%

2.5x

2.8x

2.6x

2.8x

$3,652

$2,425

$10,107

$7,517

Property Revenue

Interest Coverage Ratio
AFFO
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Compelling Investment Metrics
PROREIT: (PRV.UN)

Attractive yield, low-risk diversified commercial REIT
Attractive yield and valuation versus peers
Yield:

9.1%(1)

Distributions:

$0.21 per annum ($0.0175 monthly)

Tax deferral:

100% (estimated)

Price/AFFO

11.0(1)

Strong Balance Sheet
GBV:

$432.2 million

Debt/GBV:

51.05%

Quality Tenants
•
•
•
•

215 tenants
Government and national tenants represent 89.0% of base rent
Credit quality tenants represent 48.5% of base rent
Weighted average lease term of 6.5 years
(1)

Based on a trading price of $2.32 per unit
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2018: A transformational year
• Solid first nine months with strong quarter by quarter and yearover-year growth
• Successfully raised $69.1 million in new equity capital
• Bought deals at $2.30 per unit and $2.32 per unit
• Large banking groups

• Closed on 18 new properties in 2018 to date
• Closed on previously announced transaction to acquire a
property management platform
• Sold a small retail property in August 2018
• Announced intention to list on TSX
• Announced intention to internalize asset management
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A Canadian Footprint(1)

PE: 1
BC: 5

AB: 11

SK: 4

MB: 6

ON: 8

QC: 16

NS: 9
NB: 22

1

82 Properties in 9 provinces as of the date of this presentation
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Recent Property Acquisitions
$107 million in recent property acquisitions
• 827,000 square feet of gross leasable area.
• Builds our national footprint while further
strengthening our presence in Ontario, the
Maritimes and Quebec
• The acquisitions allowed us to complete the
redeployment of the proceeds of our January 2018
and September 2018 equity issues
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Recent Property Acquisitions

Winnipeg MB Industrial Properties
• 5 light industrial properties, one commercial mixed
use property, and undeveloped land
• 237,430 sq. ft. GLA
• Very stable commercial market
• Significant potential for incremental NOI and
development
• Acquired June 29, 2018

598 Union Street, Fredericton, N.B.
• $4.5 million retail strip mall
• Rent step-ups built into leases
• Acquired June 14, 2018
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Recent Property Acquisition Announcements
1750 Jean-Berchmans-Michaud Street
•
•
•
•

High quality light industrial building.
Acquired 50% interest not already owned.
Rent step-ups built in to lease.
Acquired June 28, 2018.

Four retail properties
• $8.95 million
• Montreal, Sherbrooke, Laurier Station and Levis.
• 100% leased to Couche Tard convenience stores and
include a Tim Hortons.
• Total of 13,606 square feet of GLA for the four
buildings.
• Acquired August 15, 2018
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Recent Property Acquisition Announcements
Ottawa Office Property Portfolio
•
•
•
•
•
•

Five suburban office properties
$51.7 million
97.3% occupied
292,000 total GLA
Situated along new light rail rapid transit
Acquired November 14, 2018

Saint Hyacinthe Light Industrial Property
• $10 million
• 176,070 GLA
• Single global creditworthy tenant with long term
lease
• Situated on Trans-Canada Highway
• Acquired November 7, 2018
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2 Gurdwara Road, Ottawa Ontario
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Compass Commercial Realty Acquisition

Highly strategic acquisition
•
•
•
•
•
•
•
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Potential to transform REIT operations and
profitability
To be managed autonomously from Halifax
headquarters
60 clients in total
Manages 25 PROREIT properties
Most properties will be managed by Compass
by December 1, 2018
Offices in Halifax, Moncton and Oakville
Significant room for expansion
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Investment Highlights

• Attractive yield and consistent monthly distributions
• Proven growth strategies that have generated
consistent growth
• Diversified portfolio: Industrial, retail, commercial
mixed use, office
• High-quality, low-risk tenants with long-term leases

• Strong relationships in the investment banking and
lending businesses
• Alignment of management and unitholder interests
• Solid five-year growth record
• Solid base to enable PROREIT to source, finance and
execute bigger and better transactions

• Strong relationships in real estate industry that
generate deal flow
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