


WHITEROCK REAL ESTATE INVESTMENT TRUST

CONSOLIDATED BALANCE SHEETS

December 31,

Note 2009 2008
Assets
Income properties 3 $ 369,869,589 $ 380,325,509
Deferred charges 4 15,977,990 16,273,493
Intangible assets 5 15,908,638 21,412,359
Equity investments 6 17,740,901 -
Mortgages receivable 7 - 7,250,666
419,497,118 425,262,027
Other assets 8 9,915,786 7,602,878
Future income tax asset 20 - 40,000
$ 429,412,904 $ 432,904,905
Liabilities and Equity
Mortgages payable and facilities 10 $ 266,481,986 $ 284,153,909
Convertible debentures 11 71,268,206 52,533,520
Accounts payable and accrued liabilities 12 13,723,240 16,148,967
351,473,432 352,836,396
Unitholders' Equity 77,939,472 80,068,509
$ 429,412,904 $ 432,904,905
See accompanying notes to the consolidated financial statements
Approved by the Board of Trustees:
“Jason Underwood” “Nick Kanji”

Trustee

Trustee



WHITEROCK REAL ESTATE INVESTMENT TRUST

CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

Year ended December 31,

Note 2009 2008
Revenue
Income property rentals 16 $ 60,443,879 $ 55,389,194
Income from equity investments 6 201,627 -
Interest and other income 480,345 832,709
61,125,851 56,221,903
Expenses
Property operating costs 23,604,463 21,337,753
Interest 17 21,491,264 18,171,507
General and administrative expenses 18 1,784,987 1,673,278
Amortization 19 17,052,844 13,412,961
63,933,558 54,595,499
Income (loss) before the undernoted (2,807,707) 1,626,404
Future income tax expense 20 (40,000) (100,000)
Income (loss) from continuing operations (2,847,707) 1,526,404
Income (loss) from discontinued operations 21 (182,577) 5,540
Gain on disposition of properties 21 648,934 44,819
Net income (loss) and comprehensive income $ (2,381,350) $ 1,576,763
Basic net income (loss) per unit 22
Continuing operations $ (0.32) $ 0.21
Discontinued operations $ 0.05 $ 0.01
Net income (loss) per unit $ (0.27) $ 0.21
Diluted net income (loss) per unit 22
Continuing operations $ (0.32) $ 0.21
Discontinued operations $ 0.05 $ 0.01
Net income (loss) per unit $ (0.27) $ 0.21

See accompanying notes to the consolidated financial statements



WHITEROCK REAL ESTATE INVESTMENT TRUST
CONSOLIDATED STATEMENTS OF UNITHOLDERS’ EQUITY

Year ended
December 31,
Note 2009 2008
Units 13
Balance, beginning of year $ 115,426,201 $ 99,571,778
Issuance of units 15,773,981 16,207,662
Value associated with unit options exercised 3,350 4,677
Value associated with unit options expired - 20,735
Unit issue costs (1,399,224) (378,651)
Balance, end of year 129,804,308 115,426,201
Unit Options 14
Balance, beginning of year 838,594 756,212
Value associated with unit options exercised (3,350) (4,677)
Value associated with unit options vested 138,103 112,882
Value associated with unit options cancelled/expired - (25,823)
Balance, end of year 973,347 838,594
Warrants 15
Balance, beginning and end of year 314,800 314,800
Equity Component of Convertible Debentures 11
Balance, beginning of year 2,397,246 2,132,625
Equity component of convertible debentures issued 1,044,888 412,546
Equity component of convertible debentures converted (150,660) (147,925)
Balance, end of year 3,291,474 2,397,246
Cumulative Earnings and Accumulated Comprehensive Earnings
Balance, beginning of year (5,052,808) (6,629,571)
Net income (loss) (2,381,350) 1,576,763
Balance, end of year (7,434,158) (5,052,808)
Cumulative Distributions to Unitholders
Balance, beginning of year (33,855,524) (21,284,314)
Distributions to unitholders (cash and units) (15,154,775) (12,571,210)
Balance, end of year (49,010,299) (33,855,524)
Total Unitholders' Equity $ 77,939,472 $ 80,068,509
Units Issued and Outstanding 13 9,799,959 7,913,032

See accompanying notes to the consolidated financial statements



WHITEROCK REAL ESTATE INVESTMENT TRUST
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended
December 31,
Note 2009 2008
Cash provided by (used in) operating activities
Income (loss) from continuing operations $ (2,847,707) 1,526,404
Items not affecting cash
Amortization 19 17,052,844 13,412,961
Deferred finance cost amortization
- mortgages payable 388,678 230,673
- acquisition and operating facilities 504,575 326,698
- convertible debentures 566,091 483,897
Implicit interest rate in excess of
coupon rate - convertible debentures 539,137 423,678
Non-cash compensation expense 18 138,103 206,260
Future income taxes 20 40,000 100,000
Accrued rental revenue recognized
on a straight line basis 16 (1,093,155) (1,246,003)
Above and below market lease amortization 16 (1,799,904) (1,845,984)
13,488,662 13,618,584
Changes in non-cash operating items (1,839,589) 876,653
11,649,073 14,495,237
Cash provided by (used in) financing activities
Mortgage principal instalment payments (4,112,323) (3,209,540)
Mortgage principal repayments on maturity (8,250,722) (9,800,166)
Mortgage financing, net of costs 26,199,541 11,803,005
Convertible debenture financing proceeds 23,000,000 -
Draw on facilities, net of costs 9,288,060 32,230,302
Repayment of credit facilities (38,896,375) (1,830,000)
Issuance of units 13 10,982,670 53,750
Convertible debenture issue costs (1,160,300) (108,758)
Unit issue costs (1,399,224) (236,308)
Distributions to unitholders (in cash) (13,679,478) (10,966,325)
1,971,849 17,935,960
Cash provided by (used in) investing activities
Income properties acquired 3 - (33,264,802)
Issuance of mortgages receivable - (10,425,000)
Repayment of mortgages receivable 7,250,000 3,175,000
Investment in co-ownerships (17,539,274) -
Revenue enhancing capital expenditures (1,802,251) (868,987)
Leasing costs and other capital expenditures (1,456,984) (1,154,811)
Furniture and equipment (64,919) (55,847)

(13,613,428)

(42,594,447)

Change in cash - Continuing operations 7,494 (10,163,250)
Change in cash - Discontinued operations 21 (7,494) 6,010,880
Cash, beginning of year - 4,152,370
Cash, end of year 9 $ - -
Supplementary cash flow information

Cash interest paid 17 $ 19,487,129 16,524,457

See accompanying nhotes to the consolidated financial statements



WHITEROCK REAL ESTATE INVESTMENT TRUST
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS continued

The net assets acquired and consideration provided at the time of acquisition were as follows:

December 31,

2009 2008
Income properties
- Land $ - $ 17,481,297
- Building and improvements - 67,999,775
Deferred charges
- Tenant inducements - 2,091,122
Intangible assets
- Lease origination costs - 4,367,338
- Tenant relationships - 2,855,227
- Above market rents - 892,444
Accounts payable and accrued liabilities
- Below market rents - (3,449,577)
Discontinued Operations (Note 21) 1,481,402
$ - $ 93,719,028
Consideration provided:
Mortgage financing
- New mortgages $ - $ 14,100,000
- Assumed mortgages - 22,072,824
Issuance of equity - 11,400,000
Series F convertible debentures - 11,400,000
Purchase price holdback - -
Cash and acquisition facilities - 33,264,802
Discontinued Operations (Note 21) 1,481,402
$ - $ 93,719,028

In the year ended December 31, 2009, Whiterock acquired an interest in $156 million of properties
through co-ownerships, accounted for on an equity basis (Note 6).

Deferred Charges

December 31, 2009

December 31, 2008

Tenant inducements on acquisitions $ 14,948,830 $ 15,711,578
Leasing costs 9,502,453 6,251,977
24,451,283 21,963,555

Accumulated amortization
Tenant inducements on acquisitions (6,677,498) (4,822,582)
Leasing costs (1,795,795) (924,727)
(8,473,293) (5,747,309)
15,977,990 16,216,246
Discontinued operations (Note 21) - 57,247
$ 15,977,990 $ 16,273,493
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WHITEROCK REAL ESTATE INVESTMENT TRUST
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS continued

5. Intangible Assets

December 31, 2009 December 31, 2008
Lease origination costs $ 15,994,371 $ 16,869,987
Tenant relationships 10,305,971 10,652,943
Above market rents on acquisitions 2,396,541 2,456,255
28,696,883 29,979,185

Accumulated amortization
Lease origination costs (6,881,218) (4,670,345)
Tenant relationships (4,471,557) (2,969,850)
Above market rents on acquisitions (1,435,470) (1,026,224)
(12,788,245) (8,666,419)
15,908,638 21,312,766
Discontinued operations (Note 21) - 99,593
$ 15,908,638 $ 21,412,359

6. Equity Investments

December 31, 2009 December 31, 2008

Equity investments, beginning of year $ - $ -
Investments 18,345,163 -
Distributions (631,987) -
Income 201,627 -
Other (173,902 -
Equity investments, end of year $ 17,740,901 $ -

The Trust acquired an interest in $156 million of properties in 2009 through co-ownerships accounted
for on an equity basis as follows:

Property name %M City Province  Date Acquired (Sq. Ft.)(l)
310 Henderson Drive 15% Regina SK 06/26/09 59,098
401 & 405 The West Mall 40% Toronto ON 09/01/09 164,515
460 Two Nations Crossing 40% Fredericton NB 11/09/09 20,378
1900 Dickson Street 20% Montreal QC 12/18/09 45,000
49 Ontario Street 40% Toronto ON 12/21/09 34,842
323,833

(1) Whiterock's ownership interest

Under the terms of each of the co-ownership agreements related to the above properties, the Trust has
property management control and has a right of first opportunity in the event of a future sale of the
properties by the other owner. The Trust has significant influence over the investments.

At December 31, 2009, two members of management who were Trustees of Whiterock had an indirect
minority economic interest of less than 1% in the co-owner of 310 Henderson Drive and 401 & 405 The
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WHITEROCK REAL ESTATE INVESTMENT TRUST
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS continued

West Mall and controlled an investment advisory business that provided advisory services to the co-
owner and received market compensation for such services.

One member of management who is a Trustee of Whiterock has an indirect minority economic interest
of less than 1% in the co-owner of 460 Two Nations Crossing, 1900 Dickson Street and 49 Ontario
Street and controls an investment advisory business that provides advisory services to the co-owner
and receives market compensation for such services.

Interest and other income includes $97,824 (2008 — nil) of property management income related to the
other owners’ interest in the equity investments. These transactions are in the normal course of
operations and are measured at the exchange amount, which is the amount of consideration
established and agreed to by the related parties.

Accounts receivable and other assets include $18,395 (2008 — nil) and $244,518 (2008 — nil) due from
the co-ownerships after the elimination of the Trusts interest in the equity investment.

7. Mortgages Receivable
December 31, 2009 December 31, 2008

Mortgages receivable - interest only, at 10% $ - $ 7,250,000
Deferred financing costs - 7,687
Accumulated amortization - (7,021)

Mortgages receivable -
including deferred financing costs $ - $ 7,250,666

8. Other Assets
December 31, 2009 December 31, 2008

Prepaid expenses and other assets $ 5,100,159 $ 3,643,348
Trade amounts receivable 401,838 608,209
Straight line rent receivable 4,413,789 3,320,634
9,915,786 7,572,191

Discontinued operations (Note 21) - 30,687
$ 9,915,786 $ 7,602,878

Trade amounts receivable are net of an allowance for doubtful accounts of $401,000 at December 31,
2009 and $225,000 at December 31, 2008 with the difference being charged against property operating
costs. An allowance is established when there is objective evidence that the Trust will not be able to
collect the amount due. When a receivable balance is considered uncollectible, it is written off against
the allowance for doubtful accounts. Approximately $96,000 of uncollected trade amounts receivable
were three months past due at December 31, 2009 but not considered impaired.

9. Cash
In conjunction with a centralized banking arrangement, the Trust applies its cash balances against

amounts outstanding under its revolving credit facility (Note 10). The Trust uses the facility, as
appropriate, to support its day to day operations.
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WHITEROCK REAL ESTATE INVESTMENT TRUST
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS continued

10.

Mortgages Payable and Facilities

Mortgages payable and facilities are secured by income properties and are summarized as follows:

December 31, 2009

December 31, 2008

Mortgage liability - continuing $ 267,276,088

Mortgage liability - discontinued -

$ 253,676,237

1,820,853
Mortgage deferred financing costs (3,113,180) (2,404,071)
Accumulated amortization 842,025 487,112
Mortgage deferred financing costs - discontinued - (46,584)
Accumulated amortization - discontinued - 15,665
Mortgage liability -
net of deferred financing costs 265,004,933 253,549,212
Drawn on acquisition and operating facilities 1,681,210 30,855,442
Acquisition and operating facilites deferred financing costs (911,679) (477,596)
Accumulated amortization 707,522 226,851
Acquisition and operating facilities -
net of deferred financing costs 1,477,053 30,604,697
$ 266,481,986 $ 284,153,909

The fixed and floating components of the mortgages are as follows:

December 31, 2009

December 31, 2008

Fixed rate $ 267,276,088
Floating rate -

$ 253,676,237

267,276,088
Discontinued operations (Note 21) -

253,676,237
1,820,853

$ 267,276,088

$ 255,497,090

At December 31, 2009, fixed rate mortgage financing bears interest at a weighted average rate of 5.7%

(December 31, 2008 — 5.5%).

Scheduled principal repayments of mortgages payable outstanding as of December 31, 2009 are as

follows:
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WHITEROCK REAL ESTATE INVESTMENT TRUST
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS continued

11.

Scheduled Balloon
Amortization Payments Total
2010 $ 4420609 $ 11,426,390 $ 15,846,999
2011 5,044,481 - 5,044,481
2012 6,122,113 15,488,979 21,611,092
2013 5,868,991 23,593,756 29,462,747
2014 5,406,475 24,632,619 30,039,094
2015 5,343,694 46,294,167 51,637,861
Thereafter 13,621,412 100,012,402 113,633,814

$ 45827,775 $ 221,448,313 $ 267,276,088

Acquisition and Operating Facilities

On June 19, 2008, the Trust entered into a demand revolving acquisition and operating facility of up to
$40 million, subject to renewal on an annual basis, with a major Canadian financial institution. The
facility is secured by mortgages on new and existing property and the guarantee of the Trust and can
be used for acquisitions, operations and general trust purposes. On August 5, 2009, the $40 million
facility was renewed at floating rates determined, at the Trust’s option, by reference to the prime rate
plus 350 basis points or Bankers Acceptance rates plus 450 basis points. As at December 31, 2009,
there was $1.0 million outstanding under this facility (December 31, 2008 — $26.7 million).

The Trust's $2.25 million demand revolving operating facility is subject to renewal on an annual basis
and is secured by mortgages on existing property and the guarantee of the Trust. The facility was
renewed on April 17, 2009 and bears interest at a floating rate determined by reference to the prime
rate plus 150 basis points. As at December 31, 2009, there was $0.7 million outstanding under this
facility (December 31, 2008 — $4.2 million).

Convertible Debentures

As at December 31, 2009, the Trust has six series of convertible debentures outstanding.

Principal Interest rate Conversion Price Interest Payable  Maturity Date
Series A $ 6,797,700 8.0% $15.30 per unit  semi-annually June 28, 2010
Series C $ 2,212,000 9.0% $18.00 per unit  quarterly December 21, 2010
Series D $ 10,000,000 7.5% $22.50 per unit  semi-annually July 31, 2011
Series E $ 25,000,000 6.3% $20.625 per unit  semi-annually December 31, 2011
Series F $ 11,400,000 6.0% $19.83 per unit  quarterly July 15, 2012
Series G $ 19,687,000 7.0% $13.03 per unit  semi-annually December 31, 2014

The convertible debentures were allocated into their liability and equity components on the date of
issuance as follows:

Series A Series C Series D Series E Series F Series G Total
Liability $12,328,078 $ 2,883,060 $ 9,564,256 $23,888,615 $10,987,454 $21,955,112 $81,606,575
Equity 671,922 116,940 435,744 1,111,385 412,546 1,044,888 3,793,425
Principal on issuance 13,000,000 3,000,000 10,000,000 25,000,000 11,400,000 23,000,000 85,400,000
Conversion of debentures (6,202,300) (788,000) - - - (3,313,000) (10,303,300)
Principal -
December 31, 2009 $ 6,797,700 $ 2,212,000 $10,000,000 $25,000,000 $11,400,000 $19,687,000 $75,096,700
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WHITEROCK REAL ESTATE INVESTMENT TRUST
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS continued

The accretion of the liability component of the convertible debentures, which increases the liability
component from the initial allocation on the date of issuance, is included in interest expense.

Series A Series C Series D Series E Series F Series G Total

Liability -
December 31, 2007 $ 9,044,036 $2,608559 $ 9667411 $24,090,489 $ - $ - $45,410,495
Issuance of debentures - - - - 10,987,454 - 10,987,454
Implicit interest rate in

excess of coupon rate 78,660 17,999 82,270 203,332 41,417 - 423,678
Conversion of debentures (2,447,831) (454,823) - - - (2,902,654)
Liability -
December 31, 2008 6,674,865 2,171,735 9,749,681 24,293,821 11,028,871 - 53,918,973
Issuance of debentures 21,955,112 21,955,112
Implicit interest rate in

excess of coupon rate 79,890 18,852 89,185 218,586 95,592 37,032 539,137
Conversion of debentures - - - - - (3,165,354) (3,165,354)
Liability -
December 31, 2009 6,754,755 2,190,587 9,838,866 24,512,407 11,124,463 18,826,790 73,247,868
Deferred financing fees (922,430) (165,067) (240458)  (1,338,461) (108,781) (1,160,278) (3,935,475)
Deferred financing fees -

Accumulated amortization 842,964 127,100 152,866 752,085 35,098 45,700 1,955,813
Balance -
December 31, 2009 $ 6,675,289 $ 2,152,620 $ 9,751,274 $23,926,031 $11,050,780 $17,712,212 $71,268,206
Series A

On June 28, 2005, the Trust issued 8% redeemable subordinated unsecured convertible debentures in
the original principal amount of $13,000,000 with interest payable semi-annually and which mature on
June 28, 2010. The debentures are convertible at the request of the holder after June 28, 2007, subject
to certain terms and conditions at a conversion price per unit of $15.30.

The debentures were redeemable at the option of the Trust at the principal amount, subject to certain
terms and conditions, from June 29, 2007 and until June 28, 2009, providing that the 20-day weighted
average trading price of the units was at least $22.95 and, after June 28, 2009, providing that the 20-
day weighted average trading price is at least $19.13.

In 2008, $2,511,300 of Series A debentures were converted into 164,135 units.

Series C

On December 21, 2005, the Trust issued 9% redeemable subordinated unsecured convertible
debentures in the original principal amount of $3,000,000 with interest payable quarterly and which
mature on December 21, 2010. The debentures are convertible at the request of the holder after
December 21, 2006, subject to certain terms and conditions at a conversion price per unit of $18.00.

The debentures were redeemable at the option of the Trust at the principal amount, subject to certain
terms and conditions, from December 21, 2006 and until June 21, 2008, providing that the 20-day
weighted average trading price of the units was at least $19.50 and, after June 21, 2008, providing that
the 20-day weighted average trading price is at least $21.00.

In 2008, $465,000 of Series C debentures were converted into 25,833 units.
Series D

On August 14, 2006, the Trust issued 7.5% redeemable subordinated unsecured convertible
debentures in the original principal amount of $10,000,000 with interest payable semi-annually and
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WHITEROCK REAL ESTATE INVESTMENT TRUST
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS continued

which mature on July 31, 2011. The debentures are convertible at the request of the holder after July
31, 2007, subject to certain terms and conditions at a conversion price per unit of $22.50.

The debentures are redeemable at the option of the Trust at the principal amount, subject to certain
terms and conditions, from July 31, 2009 and until July 14, 2010, providing that the 20-day weighted
average trading price of the units is at least $28.13 and, after July 14, 2010, at their principal amount.

Series E

On December 8, 2006, the Trust issued 6.3% redeemable subordinated unsecured convertible
debentures in the original principal amount of $25,000,000 with interest payable semi-annually and
which mature on December 31, 2011. The debentures are convertible at the request of the holder,
subject to certain terms and conditions at a conversion price per unit of $20.625.

The debentures are redeemable at the option of the Trust at the principal amount, subject to certain
terms and conditions, from December 31, 2009 and prior to December 31, 2010, providing that the 20-
day weighted average trading price of the units is at least $25.79 and, after December 30, 2010, at their
principal amount.

Series F

On July 16, 2008, the Trust issued 6.0% redeemable subordinated unsecured convertible debentures in
the original principal amount of $11,400,000 with interest payable quarterly and which mature on July
15, 2012. The debentures are convertible at the request of the holder after July 15, 2009, subject to
certain terms and conditions at a conversion price of $19.83.

The debentures are redeemable at the option of the Trust at 115% of the principal amount subject to
certain terms and conditions.

Series G

On October 1, 2009, the Trust issued 7.0% redeemable subordinated unsecured convertible
debentures in the original principal amount of $20,000,000 with interest payable semi-annually and
which mature on December 31, 2014. On October 28, 2009 the Trust issued an additional $3,000,000
of 7% redeemable subordinated unsecured convertible debentures as a result of the underwriters
exercising their over-allotment privilege. The debentures are convertible at the request of the holder
subject to certain terms and conditions at a conversion price of $13.03.

The debentures are redeemable at the option of the Trust at the principal amount, subject to certain
terms and conditions, from December 31, 2012 and prior to December 31, 2013, providing that the 20-
day weighted average trading price of the units is at least $16.29 and, after December 30, 2013 at their
principal amount.

In 2009, $3,313,000 of Series G debentures were converted into 254,247 units.
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WHITEROCK REAL ESTATE INVESTMENT TRUST
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS continued

12.

13.

Accounts Payable and Accrued Liabilities

December 31, 2009 December 31, 2008

Below market rents on acquisitions $ 13,747,817 $ 13,765,468

Accrued mortgage, facility,
and debenture interest 1,558,009 1,486,613
Security deposits 976,306 854,428
Other accounts payable and accrued liabilities 5,446,107 5,746,596
21,728,239 21,853,105

Accumulated amortization
Below market rents on acquisitions (8,004,999) (5,753,786)
13,723,240 16,099,319
Discontinued operations (Note 21) - 49,648
$ 13,728,240 $ 16,148,967

Units

On November 6, 2009, the Trust subdivided its issued and outstanding units on the basis of one
additional unit for each pre-subdivision unit held.

On December 22, 2008, Whiterock consolidated its issued and outstanding units on the basis of one
post-consolidated unit for every three pre-consolidated units. All references to units, unit options and
warrants in these financial statements, including per unit values, have been adjusted to reflect the
consolidation and subdivision of units.

2009 2008
Note Units $ Units $

Issued and outstanding, January 1 7,913,032 $115,426,201 6,923,516 $ 99,571,778
Units issued

Public offering 1,471,800 10,891,320 - -

Issuance of units - acquisitions 3 - - 660,869 11,400,000

Conversion of Series A debentures - - 164,135 2,577,630

Distribution reinvestment plan 150,880 1,475,297 127,181 1,604,885

Conversion of Series C debentures - - 25,833 472,949

Conversion of Series G debentures 254,247 3,316,014 - -

Issuance of units - trustees - - 7,332 98,448

Exercise of options 14 10,000 91,350 4,166 53,750
Value associated with unit options exercised 3,350 4,677
Value associated with options expired - 20,735
Unit issue costs (1,399,224) (378,651)
Issued and outstanding,
December 31 9,799,959 $ 129,804,308 7,913,032 $ 115,426,201
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WHITEROCK REAL ESTATE INVESTMENT TRUST
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS continued

14.

In 2008, the Trust issued 7,332 units to the independent Trustees of Whiterock in lieu of paying the
quarterly retainers for the twelve months ended December 31, 2008 to the Trustees. The units were
issued at an average price of $13.42, based on the 20 day weighted average trading price of the units.

Subsequent to December 31, 2009, the Trust issued 3,467,500 units under a public offering at a price
of $14.95 per unit for gross proceeds of $51,839,125.

Distribution Reinvestment and Unit Purchase Plan

In April 2006, the Trust established a Distribution Reinvestment Plan which allows unitholders, subject
to certain terms and conditions, to elect to have cash distributions from the Trust reinvested in
additional units. Units purchased through reinvestment of distributions are purchased at 96% of the
weighted average market price of the units for the 10 trading days preceding the distribution payment
date.

Unit Options

The Trust may grant unit options to the Trustees, senior officers, investor relations consultants and
technical consultants to the Trust. The maximum number of units reserved for issuance under all
securities compensation arrangements is limited to 10% of the total number of issued and outstanding
units. The Trustees set the exercise price at the time that a unit option is granted under the plan, which
exercise price shall not be less than the 5 day weighted average market price of the units. The unit
options have a maximum term of five years from the date of grant and vest over a period of up to two
years.

2009 2008
Weighted Weighted
Average Average
Unit Options Exercise Price  Unit Options Exercise Price

Outstanding, January 1 590,819 $15.22 384,571 $15.93
Granted 351,800 10.07 226,663 14.10
Exercised (10,000) 9.14 (4,166) 12.90
Expired - - (10,208) 17.30
Cancelled - - (6,041) 16.65
Outstanding, December 31 932,619 $13.34 590,819 $15.22
Options vested, end of period 932,619 $13.34 582,500 $15.23
Weighted average remaining life

(years) 3.0 3.0

The fair value associated with the unit options issued during the year ended December 31, 2009 was
calculated using the Black-Scholes model for option valuation, assuming a weighted average volatility
of 33% (2008 — 24%) on the underlying units, the term to expiry of 5 years, an annual distribution of
$1.68, and the five year weighted average risk free interest rate (the five year Canada bond rate at the
date of grant).
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WHITEROCK REAL ESTATE INVESTMENT TRUST
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS continued

15. Warrants
2009 2008

Weighted Weighted
Average Average
Warrants Exercise Price Warrants Exercise Price

Outstanding, January 1, and December 31 143,667 $20.92 143,667 $20.92
Warrants exercisable, end of period 143,667 $20.92 143,667 $20.92
Weighted average remaining life (years) 15 25

No warrants were issued in 2009 (2008 — nil).

16. Income Property Rentals
Year ended December 31,

2009 2008
Revenue from tenant leases $ 57,550,820 $ 52,297,207
Accrued rental revenue
recognized on a straight-line basis 1,093,155 1,246,003
Above and below market
lease amortization 1,799,904 1,845,984
$ 60,443,879 $ 55,389,194

17. Interest
Year ended December 31,

2009 2008

Mortgage interest expense $ 15,344,891 $ 12,771,516
Facilities and other interest expense 931,355 1,055,928
Debenture interest expense 5,215,018 4,344,063
Interest expense - continuing operations 21,491,264 18,171,507
Interest expense
- discontinued operations (Note 21) 71,991 116,308
Deferred finance cost amortization:

mortgages payable (388,678) (230,673)

mortgages payable

- discontinued operations (Note 21) (6,249) (7,398)

acquisition and operating facilities (504,575) (326,698)

convertible debentures (566,091) (483,897)
Implicit interest rate in excess of coupon

rate - convertible debentures (539,137) (423,678)
Change in accrued interest (71,396) (291,014)
Cash interest paid $ 19487,129 $ 16,524,457

19



WHITEROCK REAL ESTATE INVESTMENT TRUST
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS continued

18.

19.

20.

General and Administrative Expenses

Year ended December 31,

2009 2008
Salaries and wages $ 1,051,715 $ 774,285
Trustee fees - cash 183,442 50,031
Non-cash compensation -
trustees and officers 138,103 206,260
Legal, audit and regulatory 207,440 348,860
Insurance 42,814 51,593
Other general and administrative 161,473 242,249
$ 1,784,987 $ 1,673,278

Included in non-cash compensation for the year ended December 31, 2009 is $138,103 of expense
related to the vesting of options to trustees and officers of the Trust (December 31, 2008 — $100,420).

Amortization

Year ended December 31,

2009 2008

Building and improvements $ 8,538,898 $ 7,573,771
Deferred charges

- tenant inducements on acquisitions 2,617,664 1,939,386

- leasing costs 862,025 442,698
Intangible assets

- lease origination costs 3,086,489 2,058,378

- tenant relationships 1,848,679 1,301,310
Furniture and fixtures 99,089 97,418
Amortization expense $ 17,052,844 $ 13,412,961

Income Taxes

Recent tax legislation has adversely affected the tax status of many trusts. Whiterock has taken the
steps necessary to qualify for exemption from these adverse changes. The following summarizes the
legislative changes.

Since its inception, Whiterock has qualified as a mutual fund trust for Canadian income tax purposes.
Prior to new legislation relating to the federal income taxation of publicly-listed or traded trusts, as
discussed below, income earned by the Trust and distributed annually to unitholders was not, and
would not be, subject to taxation in the Trust, but was taxed at the individual Unitholder level. For
financial statement reporting purposes, the tax deductibility of Whiterock’s distributions was treated as
an exemption from taxation as Whiterock distributed and was committed to continue distributing all of its
taxable income to its Unitholders. Accordingly, the Trust did not previously record a provision for
income taxes, or future income tax assets or liabilities, in respect of Whiterock or its wholly-owned
subsidiary trust.

On June 22, 2007, legislation relating to the federal income taxation of a “specified investment
flowthrough” trust or partnership (a “SIFT"), received royal assent (the “SIFT Rules”). A SIFT includes
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certain publicly-listed or traded partnerships and trusts, such as income trusts and real estate
investment trusts which do not meet certain conditions. In fiscal 2006, 2007, 2008 and 2009, the Trust
was a SIFT, as discussed below.

Under the SIFT Rules, following a transition period for Existing Trusts (as defined below), 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 amounts at a rate that is substantially equivalent to the general tax rate
applicable to a Canadian corporation. Distributions paid by a SIFT as returns of capital will not be
subject to the tax.Since its inception in 2005 through to the end of 2009, all of Whiterock’s distributions
have been classed as returns of capital for tax purposes.

A SIFT that was publicly listed before November 1, 2006 (an “Existing Trust”) will generally become
subject to the tax contemplated under the SIFT Rules commencing in its 2011 taxation year. However,
in accordance with the Normal Growth Guidelines released by the Department of Finance on December
15, 2006, as amended, an Existing Trust may become subject to this tax prior to its 2011 taxation year
if it issues new equity capital beyond certain limits measured against the market capitalization of the
Existing Trust at the close of trading on October 31, 2006. As of the end of 2009, Whiterock had not
exceeded such limits.

Due to the SIFT Rules, in fiscal 2007 and 2008 Whiterock recognized future income tax assets and
liabilities with respect to the temporary differences between the carrying amounts and tax basis of its
assets and liabilities, including those of its subsidiary trust, that were expected to reverse in or after
2011. Future income tax assets and liabilities were recorded using substantively enacted tax rates and
laws expected to apply when the temporary differences were expected to reverse.

The SIFT Rules will not apply to a trust for a taxation year if it meets prescribed conditions relating to
the nature of its revenue and investments (the “REIT Conditions”) throughout the taxation year.
Whiterock did not meet the REIT Conditions throughout fiscal 2009. However, as currently structured,
management believes that Whiterock meets the REIT Conditions. Accordingly, no net future income tax
assets or liabilities have been recorded in the December 31, 2009 financial statements.

The tax effect of temporary differences that give rise to significant portions of the future income tax
assets are as follows:

December 31, 2009 December 31, 2008

Future income tax asset:

Income producing property $ - $ (120,000)
Straight line rent receivable - (930,000)
Non-capital losses - 1,070,000
Other assets and receivables - 20,000
Net future income tax asset - 40,000

The assets and liabilities of the Trust and its subsidiaries have an aggregate tax basis which exceeds
their aggregate net book value for accounting purposes by approximately $0.3 million (2008 — $1.9
million). In addition, the Trust has losses available for carry-forward of $11.2 million (2008 - $7.7
million).
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21.

Discontinued Operations

Effective December 7, 2009, the Trust sold its interest in a 12,700 square foot industrial property in
Calgary, Alberta for gross proceeds of $1.5 million, representing a gain on sale of $0.1 million.

Effective May 29, 2009, the Trust sold its interest in a 29,700 square foot non-core industrial property in
Quebec City, Quebec for gross proceeds of $1.5 million, representing a gain on sale of $0.5 million.
Proceeds from the sale were used in part to repay the $0.6 million mortgage on the property and $0.6
million of cross guaranteed mortgages.

Effective January 28, 2008, the Trust sold its interest in an industrial property in Regina, Saskatchewan
for gross proceeds totaling $14.0 million, which approximated the Trust's gross book value. In
conjunction with the sale, the Trust provided a $7.25 million second mortgage (Note 7) at a 10%
interest rate which was subsequently repaid.

The operating results for these properties have been reclassified as discontinued operations to comply
with the disclosure requirements of the CICA Handbook Section 3475:

Year ended December 31,

2009 2008
Revenue
Income property rentals $ 179,857 $ 365,885
Interest income 390 923
180,247 366,808
Expenses
Property operating costs 101,513 157,294
Interest 71,991 116,308
Amortization 189,320 87,666
362,824 361,268
Income (loss) before the undernoted (182,577) 5,540
Gain on disposition of properties 648,934 44819
Income and gain from discontinued operations $ 466,357 $ 50,359

Cash flow from discontinued operations for the year ended December 31, 2009 and 2008 are as
follows:
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Year ended December 31,

2009 2008
Cash provided by (used in) operating activities
Income (loss) and gain from discontinued operations $ 466,357 50,359
Items not affecting cash
Amortization 189,320 87,666
Deferred finance cost amortization - mortgages
payable 6,249 7,398
Accrued rental revenue recognized on a straight-line
basis 124 297
Above and below market lease amortization - (8,831)
Gain on disposition of properties (648,934) (44,819)
13,116 92,070
Changes in non-cash operating items (19,382) (162,135)
(6,266) (70,065)
Cash provided by (used in) financing activities
Mortgage principal instalment payments (36,587) (30,032)
Repayment of cross guaranteed mortgages (984,504) -
Mortgage financing costs - (20,221)
(1,021,091) (50,253)
Cash provided by (used in) investing activities
Income properties acquired - (300,380)
Proceeds from disposition of properties 1,019,863 6,431,578
1,019,863 6,131,198
Change in cash - Discontinued operations $ (7,494) 6,010,880

Per Unit Calculations

All references to units, unit options and warrants, including per unit values, contained herein have been
adjusted to reflect the consolidation and subdivision of units (Note 13).

Basic per unit information is calculated based on the weighted average number of units outstanding for
the period. The diluted per unit information is calculated based on the weighted average diluted
number of units outstanding for the period, considering the potential exercise of outstanding unit options
and warrants to the extent that the unit options and warrants are dilutive and the potential conversion of
outstanding convertible debentures to the extent that the debentures are dilutive.

Income from continuing operations, discontinued operations and net income per unit calculations are
based on the following:

Year ended December 31,

2009 2008
Weighted average number of units
Basic - Continuing Operations 8,941,535 7,429,854
Diluted - Continuing Operations 8,941,535 7,430,692
Basic - Discontinued Operations 8,941,535 7,429,854
Diluted - Discontinued Operations 8,941,582 7,430,692
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The following securities were not included in the diluted net income per unit calculation for the year
ended December 31, 2009 as the effect would have been anti-dilutive:

Number of Units if

Exercise / Converted or Exercised
Conversion Price at December 31, 2009
Unit options
$ 9.14 19,998
$ 10.07 351,800
$ 12.90 119,998
$ 14.61 20,000
$ 14.70 113,333
$ 14.78 8,333
$ 15.00 87,496
$ 15.06 8,333
$ 15.32 46,666
$ 16.32 33,332
$ 17.40 12,498
$ 19.62 110,832
Warrants
$ 20.64 83,334
$ 21.30 60,333
Convertible Debentures
Series G (7.0%) $ 13.03 1,510,898
Series A (8.0%) $ 15.30 444294
Series C (9.0%) $ 18.00 122,889
Series F (6.0%) $ 19.83 574,887
Series E (6.3%) $ 20.625 1,212,121
Series D (7.5%) $ 22.50 444 444
5,385,819

23. Segmented Financial Information

Whiterock and its subsidiaries operate in the office, retail and industrial segments of the real estate
industry in Canada.

Property operating income (excluding discontinued operations) and income properties by segment for
the year ended December 31, 2009 and 2008 are summarized as follows:

Year ended December 31, 2009

Office Retail Industrial Total
Income property rentals $ 45,694,647 $ 7,659,215 $ 7,090,017 $ 60,443,879
Property operating costs 18,796,890 2,381,347 2,426,226 23,604,463
Property operating income $ 26,897,757 $ 5277,868 $ 4,663,791 $ 36,839,416

Income properties - continuing $ 267,941,890 $ 54,642,540 $ 47,285,159 $ 369,869,589
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Year ended December 31, 2008

Office Retail Industrial Total
Income property rentals $ 41576968 $ 7,044812 $ 6,767,414 $ 55,389,194
Property operating costs 17,123,265 2,035,964 2,178,524 21,337,753
Property operating income $ 24,453,703 $ 5,008,848 $ 4,588,800 $ 34,051,441

Income properties - continuing $273,901,569 $ 55,879,072 $ 48,382,160 $ 378,162,801

For the year ended December 31, 2009, there is one tenant that accounts for more than 10% of the
Trusts’ total revenue. SIQ (Quebec government agency) comprised approximately 17% (December 31,
2008 — 18%) of the Trust'’s total revenue.

Capital Management

The Trust defines capital that it manages as the aggregate of unitholders’ equity and interest bearing
debt. The Trust's objectives when managing capital are to safeguard and build long term unitholder
value, fund its ongoing long term business strategies and provide reasonable returns to unitholders
taking into account levels of risk.

The Trust manages its capital structure and makes adjustments to it taking into account changes in
economic conditions, availability of capital and the risk characteristics of its underlying assets.

The total managed capital for the Trust is summarized below:

December 31, 2009 December 31, 2008

Mortgages payable and facilities $ 266,481,986 $ 284,153,909
Convertible debentures 71,268,206 52,533,520
337,750,192 336,687,429

Unitholders' Equity 77,939,472 80,068,509
$ 415,689,664 $ 416,755,938

The Trust monitors capital from time-to-time using a variety of measures. The Trust's Declaration of
Trust contains provisions that have the effect of limiting capital expended by the Trust for, among other
items, the following:

Whiterock’'s Declaration of Trust provides that total indebtedness, which excludes convertible
debentures and short term credit facilities, may not exceed 75% of gross book value of the Trust’s total
assets (“GBV”). Whiterock continues to be in compliance with this ratio. At December 31, 2009,
according to the calculation as defined in the Declaration of Trust, this ratio was 55.9% (December 31,
2008 — 54.8%). It is management's intention to reduce Whiterock’s leverage ratio over time.

A special resolution was passed at an annual and special meeting of unitholders that this limitation on
total indebtedness (which term shall be amended to include the aggregate principal amount of all
convertible subordinated debentures of the Trust) be reduced to 65% of GBV. The reduction shall take
effect at such time as the total assets of the Trust, as reflected on its audited annual consolidated
financial statements for its most recently completed fiscal year, exceeds $750 million.
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Monitoring procedures are typically performed as a part of the overall management of Whiterock's
operations. The Trust's strategy during the year, which was unchanged from the prior year, was to
maintain its ability to secure access to financing at a reasonable cost. The requirements and terms of
sources of capital cannot be predicted and change in ways the Trust cannot predict.

Financial Instruments and Risk Management
Fair values

For purposes of disclosure, the Trust calculates the fair value of certain assets and liabilities. The fair
values of the Trust's financial assets and liabilities which represent net working capital, and the Trust's
acquisition and operating facilities, approximate their recorded values at December 31, 2009 and
December 31, 2008, due to their short term nature.

The fair value of the Trust's mortgages payable approximates carrying value. The fair value of
mortgages payable has been estimated based on current market rates for mortgages with similar terms
and conditions.

The fair value of the Trust's convertible debentures liability component approximates carrying value.
The fair value of convertible debenture liability component has been estimated based on current market
rates for debentures with similar terms and conditions. Such fair value estimates are not necessarily
indicative of the amounts the Trust might pay or receive in actual market transactions.

At December 31, 2009 and December 31, 2008, the Trust did not have any cash flow or interest rate
hedges in place.

At December 31, 2009 and December 31, 2008, the Trust did not have any financial instruments
measured at fair value on the Consolidated Balance Sheet.

Risk management

The main risks that arise from the Trust’s financial instruments are liquidity, interest and credit risk. The
Trust's approach to managing these risks, is summarized below:

Management'’s risk management policies are typically performed as a part of the overall management
of the Trust's operations. Management is aware of risks related to these objectives through direct
personal involvement with employees and outside parties. In the normal course of its business, the
Trust is exposed to a number of risks that can affect its operating performance. Management’s close
involvement in operations helps identify risks and variations from expectations. The Trust has not
designated transactions as hedging transactions to manage risk. As a part of the overall operation of
the Trust, management considers the avoidance of undue concentrations of risk. These risks include,
and the actions taken to manage them, are as follows:

Liquidity risk

Liquidity risk is the risk that the Trust may not have sufficient debt and equity capital available to fund its
growth program and refinance its debts as they mature. As discussed in Note 24, The Trust's
Declaration of Trust provides that total indebtedness, which excludes convertible debentures and short
term credit facilities, may not exceed 75% of gross book value of the Trust's total assets. As at
December 31, 2009, the Trust had up to $42.2 million of facilities available for acquisitions, operations
and general trust purposes, of which $1.7 million was drawn. The Trust also endeavors to stagger its
debt maturities.

The Trust's principal liquidity needs arise from working capital, debt servicing and repayment
obligations, planned funding of maintenance, leasing costs and distributions to Unitholders, and
possible property acquisition funding requirements.
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Distributions to Unitholders are primarily funded from cash flows from operating the property portfolio.
Other liquidity needs are funded from refinancing the Trust’'s maturing debt, financing unencumbered
properties, draws on credit facilities and raising new equity by issuing Units.

There is a risk that lenders will not refinance maturing debt on terms and conditions acceptable to the
Trust. Management’s strategy mitigates the Trust's exposure to excessive amounts of debt maturing in
any one year. The particular features and quality of the underlying assets being financed and the debt
market parameters existing at the time will affect the success of debt refinancings. The success of new
capital issuances is subject to the capital markets being receptive to an equity issue with financial terms
favourable to the Trust.

The estimated maturities of the Trust’s financial liabilities are outlined below:

(Thousands of dollars) December 31, 2009

2010 2011 2012 2013 2014  Thereafter
Mortgages Payable $ 15847 $ 5044 $ 21611 $ 29,463 $ 30,039 $ 165,272
Debentures due on maturity 9,010 35,000 11,400 - 19,687 -
Acquisition and operating facilites 1,681 -

$ 26,538 $ 40044 $ 33,011 $ 29,463 $ 49726 $ 165,272

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates may have an effect on the cash flows
associated with some financial instruments, known as interest rate cash flow risk, or on the fair value of
other financial instruments, known as interest rate price risk. Obtaining long-term mortgages with fixed
interest rates minimizes cash flow risk. All of the Trust's outstanding mortgages and convertible
debentures are fixed rate. Of the Trust’'s $267 million of mortgage debt, $11.4 million with a weighted
average interest rate of 5.16% are scheduled to mature in 2010 and none are scheduled to mature in
2011. $9.0 million of the Trust's convertible debentures are scheduled to mature in 2010.

There is interest rate risk associated with the acquisition and operating facilities as the interest is
impacted by changes in the prime rate. The impact on to the Trust's annual net income (loss) if interest
rates would have been 100 basis points higher or lower would be $0.1 million (2008 - $0.1 million). The
sensitivity analysis does not take into consideration that the Trust’'s assets and liabilities are actively
managed. Additionally, the financial position of the Trust may vary at the time that any actual market
movement occurs or be mitigated by management actions to reduce exposure to risks. Other
limitations in the above sensitivity analysis include the use of hypothetical market movements to
demonstrate potential risk that only represent the Trust's view of possible near-term market changes
that cannot be predicted with any certainty; and the assumption that all interest rates move in an
identical fashion.

Credit risk

Credit risk arises from the possibility that tenants may experience financial difficulty and may not be
able to fulfill their lease commitments. The risk of credit loss is mitigated by leasing policies which
require that the financial viability of prospective tenants is investigated and that the tenant mix is
comprised of tenants with credit worthy covenants, by staggered lease maturities and by an appropriate
geographic mix of tenants.
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Subsequent Events

Subsequent to December 31, 2009, the Trust acquired a 49.9% equity interest in a portfolio of office
properties totaling an aggregate 1.1 million square feet for approximately $214 million excluding closing
costs. The acquisition was partially financed by the assumption of two mortgages totaling $140 million
with a weighted average interest rate of 5.87%, of which $55 million matures in 2012, and $85 million
matures in 2013. The Trust has property management control, a right of first opportunity in the event of
a future sale of the properties by the other owner and has significant influence over the investment.

Subsequent to December 31, 2009, the Trust issued 3,467,500 units in a public offering at a price of
$14.95 per unit, for gross proceeds of $51,839,125. Proceeds were used, in part, to finance the Trust's
equity interest in the acquisition noted above.

Subsequent to December 31, 2009, the Trust disposed of its interest in a 1,650 square foot retail
property in Charlottetown, P.E.I. for gross proceeds totaling $0.8 million.
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