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PRESENTATION 

Operator 

 Good morning and welcome to the PROREIT 2021 First Quarter Results Conference Call. At 

this time, all lines have been placed on mute to prevent any background noise.  

Mr. James Beckerleg, President and Chief Executive Officer, and Mr. Gordon Lawlor, Executive Vice 

President, Chief Financial Officer and Secretary will make a short presentation which will be followed by 

a question-and-answer period open exclusively to financial analysts.  

For your convenience, the press release along with the first quarter financial statements and 

management's discussion and analysis are available at proreit.com in the Investors section and on SEDAR.  

Before we start, I have been asked by PROREIT to read the following message regarding forward-

looking statements and non-IFRS measures. PROREIT’s remarks today may contain forward-looking 

statements about its current and future plans, expectations, intentions, results, levels of activity, 

performance, goals or achievements or other future events or developments. 

Forward-looking statements are based on information currently available to management and on 

estimates and assumptions made based on factors that management believes are appropriate and 

reasonable in the circumstances. However, there can be no assurance that such estimates and 

assumptions will prove to be correct. Manufacturers could cause actual results, levels of activity, 

performance, achievements, future events or developments to differ materially from those expressed or 

implied by forward-looking statements. 
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As a result, Proreit cannot guarantee that any forward-looking statement will materialize, and you 

are cautioned not to place undue reliance on these forward-looking statements. For additional 

information on the assumptions and risks, please consult the cautionary statement regarding forward-

looking statements contained in Proreit's MD&A dated May 11, 2021, available at www.sedar.com. 

Forward-looking statements represent management's expectations as at May 11, 2021 and accept as 

maybe required by law. Proreit has no intention and undertakes no obligation to update or revise any 

forward-looking statements whether as a result of new information, future events or otherwise. 

The discussion today will include non-IFRS financial measures. These non-IFRS measures should be 

considered an addition to and not as a substitute for or in isolation from the list IFRS results. For a 

description of these non-IFRS financial measures, please see the 2021 first quarter earnings released and 

MD&A. A reconciliation of non-IFRS to IFRS results as applicable, may be found in the earnings release and 

MD&A for the first quarter of 2021. Please refer to the non-IFRS and operational key performance 

indicators section in the MD&A for the first quarter for additional information.  

I will now turn the call over to Mr. James Beckerleg. Please go ahead. 

James Beckerleg: 

Thank you, Joan. Good morning everyone and welcome. It's actually really hard for me to believe 

but this is the fifth time we have done one of these quarterly calls during the pandemic. It's been over a 

year that has passed.  
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I can say that while pandemic related challenges remain, I'm pleased that we have started the year 

on very solid footing. I think that the fact that we maintained a disciplined approach throughout 2020 has 

positioned us well for the current year. In fact, it is I believe this discipline, which has allowed us to actively 

resume our growth as the economy has slowly started to reopen. 

Having been able to return to an expansion strategy this quarter, we made meaningful strides to 

further broaden and strengthen our portfolio, significantly expanding our footprint in the industrial sector 

through several transactions. We announced the accretive purchase of 18 high-quality industrial 

properties for just over $134 million. Subsequent to quarter-end, we closed on three of those properties 

which are located in Ottawa for an aggregate purchase price of just under $50 million. The remaining 15 

properties which are located in Winnipeg and across Atlantic Canada are expected to close in the second 

quarter of 2021, the quarter we're in right now. 

During the 12-month period ended March 31, 2021, we also successfully divested three non-

strategic assets at or above their IFRS carrying value. In April of this year, the second quarter, we also sold 

a further non-strategic asset located in Fredericton, New Brunswick for just shy of $5 million, again, a little 

above its IFRS carrying value on our year-end financial statements.  

Our $50 million private placement with the Bragg Group of Companies was also completed just 

subsequent to quarter end although negotiated during the first quarter. We are pleased to have them on 

board as major investors as we have said in the previous press releases and expect that we can capitalize 

together on additional opportunities as we go forward. 
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Solidifying our financial position was also key in the first quarter of 2021, as it was during last year. 

We increased our operating liquidity to over $30 million by quarter end, and we reduced our debt while 

improving our payout ratio. We also renewed a portfolio of mortgages at lower rates and extended their 

terms to maturity taking advantage of the low interest rate environment. With strong operating metrics 

continuing in Q1, I am truly proud of our performance in the context of the pandemic. 

We have consistently maintained strong rent collections. I believe one of the best amongst our 

peer group. In fact, our overall collection rate has consistently stood at close to 100% since last November. 

I think this success reflects the stability of our operations, and we believe the resilience of our tenant base 

has also contributed.  At March 31, 2021, agreed rent deferrals amounted to just $300,000 to be repaid 

by our tenants over various terms, nearly all within the current year. But you will note that there was no 

bad debt expense recorded during the first quarter at all. 

Turning to leases, I'm pleased to say that over 80% of our total square feet maturing in 2021 have 

already been successfully renewed at positive spreads averaging 5%. These increases will start to be 

reflected in our future numbers of quarters going forward. With respect to occupancy remained firm at 

90.2% at the end of the first quarter, unchanged from the previous. 

We ended the first quarter with 90 properties in our portfolio compared to 93 the same time last 

year. This change reflects the sale of the three non-strategic properties which I just mentioned. While we 

have not yet been able to include in the numbers, the acquisitions which we announced during just 

subsequent to quarter-end. Our total balance sheet or our total assets stood at $636.3 million at the end 

of the quarter.  
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I'll now turn it over to Gordie (phon) or call over to Gordie to discuss our first quarter financial 

results in more detail. 

Gordon Lawlor: 

Thank you, Jim and good morning everyone. We had good momentum in Q1, and we delivered 

solid results in what remains a challenging context. Highlighting the stability of our portfolio, same 

property net operating income reached $9.8 million comparable to the pre-COVID first quarter of 2020. 

Excluding COVID related expenses of $135,000, same property net operating income increased 0.7% in Q1 

2021 compared to the same prior period. 

The sale of three non-strategic properties during the last 12-month period led to a slight decrease 

of 1.8% in property revenue, which stood at $17.4 million in Q1 2021 compared to the same period last 

year. Net operating income was $10.1 million in Q1 2021, $100,000 higher than the fourth quarter of 2020 

but $300,0000 lower compared to Q1 2020; again, as a result of the sale of properties. 

As for our AFFO, it totaled $5.4 million which is comparable with the fourth quarter of 2020. AFFO 

dipped by 600,000 compared to Q1 2020, however, largely due to the property sales. Our AFFO payout 

ratio stood at 83% compared to 105% at the same date last year providing greater flexibility with respect 

to capital allocation decisions. Turning to the balance sheet, it always remains top of mind, and we 

continue to strengthen our financial position in the First Quarter of 2021. 

We had an excess of $30 million of operating liquidity through cash on hand and undrawn 

operating facilities at the end of the quarter. Our debt-to-gross book value was 57.49%, down from 58.06 
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at March 31, 2020, reflecting the debt reduction from the three asset sales. Our weighted average interest 

on mortgage debt was 3.66% at the end of the first quarter compared to 3.7 to the same-day last year. 

I'm also very pleased with the results of the renewed refinances. 

In Q1 2021, we received $46.6 million in new mortgage financing with an extend 10-year term, 

repayment term, and a rate of 3.21%. Subsequent to quarter end in May, we received a seven year $24.8 

million mortgage commitment to refinance six retail properties with $21.7 million of mortgages that were 

maturing in 2022.  

Turning to distributions, $0.0375 per unit were declared monthly throughout the first quarter of 

2021. Our weighted average cap rate for the portfolio is approximately 6.5% or $137 per square foot. 

I'll now turn it back to James for closing remarks. 

James Beckerleg: 

Thanks, Gordon, for that detail, and just to finish up, I can say that we're pleased to be off to a very 

good start this year and we're moving forward. All of management is with some renewed optimism. I 

actually believe ProREIT is well-poised to benefit from our solid position, with a strong restart in the 

economy and has vaccination rates increase across the country and in their individual communities. We 

look forward to continuing to achieve strong operating results and pursuing growth. 

We are motivated in this by our solid pipeline of deals, primarily in the industrial sector. We will 

seek these objectives while maintaining a solid financial position to allow for proper capital allocation over 

the long term which is of course to the benefit of all unit holders. 
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Just in closing, I want to recognize again the commitment and contributions of all of our employees 

in these difficult times. It really is a privilege for me to lead such a talented and dedicated team especially 

as I said during the pandemic, and a special thank you must go to my fellow Board members for their 

expertise as we continue to pursue the highest standards of excellence and for helping guidance through 

these difficult periods.  

So, that wraps up our formal remarks, and I'll turn the call back over to the Operator to take 

questions from any of the financial analysts that are present today. Thanks very much. 

Operator: 

Thank you. Ladies and gentlemen, we will now begin the question-and-answer session. First 

question comes from Brandon Abrams at Canaccord Genuity. Please go ahead. 

Brandon Abrams: 

Hi. Good morning guys. 

James Beckerleg: 

Morning. 

Brandon Abrams: 

Maybe just on the leasing front, you highlighted how spreads were positive for 2021 renewals so 

far. Just curious if you could break that down and what that might look like for the office segment. Were 
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they positive? Maybe just a follow-up, occupancy is still a little bit below pre-pandemic levels for the office 

segment, I'm just wondering what you're seeing out there in terms of the leasing environment for your 

office assets. 

Gordon Lawlor: 

Go ahead, James. 

James Beckerleg: 

I'm not sure we have the exact increases with respect to the office sector, and we can get that back 

to you on that. There's no doubt that the office rent renewal rates are much less than in the other sectors. 

Most of this 5% we have talked about is being carried by the renewal rates of our industrial properties, 

most especially some in Southwest of Ontario.  

Having said that, our office portfolio is sub-urban and mostly in Ottawa, and we actually—on 

spaces that are maturing, they are vacant right now and are coming vacant—could be coming vacant for 

up for renewal before the end of the year are seeing good activity. Well, I don't think we see any significant 

changes in rental rates. We haven't found a lot of pressure this year, and we are seeing activity in 

(inaudible). 

Gordon Lawlor: 

I can give you a little more colour. There wasn't a lot of office in that 600,000 but then when we 

renewed 41,000 square feet in Ottawa, government tenant, we renewed that early and that's leased till 
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to 2027 now. There was actually a 5% increase on that. Just flipping through the list, there’s no reductions, 

obviously and then a lot of small tenants in some of our building and Carling and whatnot, most of those 

we targeted 2% to 3% lifts for them. To this point, like I said that the driver has been industrial from a 

square footage standpoint, but we've done some office and we've got a little bit more office to do towards 

the end of the year, so we're still working on that and that's yet to be determined. 

Brandon Abrams: 

Okay. 

James Beckerleg: 

I don't want to leave you a fully bullish probably like on office, we do have one very small amount 

let on significantly impact on downtown office that's up for renewal this year, which will probably move 

forward, but it may be at a reduced rate. Reflecting what's happening in downtown Ottawa, it's not a 

significant number. 

Brandon Abrams: 

Great. Yes, that's helpful. Maybe just turning to the acquisitions and financing, two questions 

there. Just on the private placements, if you could just remind me, are there any restrictions related to 

whether they could sell—selling the units at a later date? Just on the Atlantic Canada properties, if you're 

able to provide any additional colour in terms of the location. Like, would they be in the more major 

markets out there? Just wondering if there's any additional color there. 
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James Beckerleg: 

With respect to the investment from the Brand Group, there's no restrictions at all by either party. 

It's just like a third-party investment into the Company. They have no rights and sometimes people inquire, 

but with respect to private placements or obligations, one way or the other. They have certainly indicated 

to us that they look forward to participating in future capital raises as we're partnership opportunities and 

they're open to that, but they are in as long-term investors, that's their intent, but there's no obligation 

in ours. Gordon, do you want to say… 

Gordon Lawlor: 

With respect to the Atlantic portfolios, it's not public yet. Obviously, we're working on that. One 

thing that we've seen in COVID times here as far as third-party reports, structural, and environmental, 

they take a long time and just because of the protocols and whatnot, and then certain tenants not wanting 

you in their building at certain times as well. We've been dealing with that. But in general, from a sweeping 

standpoint, I'd say that single-tenant, high ceiling industrial buildings in Halifax, Moncton, New Brunswick 

and St. John's, Newfoundland, so I think we've hit them all for Atlantic Canada. 

Brandon Abrams: 

That's great. I'll turn it over. Thank you. 

Gordon Lawlor: 

Thanks. 
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Operator: 

Thank you. Next question comes from Lee Chen at IA Capital Markets. Please go ahead. 

Lee Chen: 

Hi, good morning guys. It's really a quick question for me. Maybe just a follow-up question on the 

private placement with the Brand Group. Would you say that your views on your acquisition pipeline have 

changed, or more specifically, would you see an acceleration on that front, or should we expect a similar 

pace as we've seen in the recent past? 

James Beckerleg: 

Well, I think hopefully you'll see a pace that is more akin to 2019 and previously. I mean, we were 

out of the market last year and we started off this year returning to balance sheet expansion, as we've all 

talked about, and that has been initially supported by this private placement from the Brand Group (phon). 

Yes, I see ourselves returning to growth, which could mean at the right time revisits to capital markets if 

we have the right acquisitions for it. I've just indicated to Brand Group would have a current nonbinding 

intent to participate in those things. 

Lee Chen: 

No, that's great. I’ll turn it back, that’s it for me. Thank you. 
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Operator: 

Next question from Yashwant Sankpal at Laurentian Bank. Please go ahead. 

Yashwant Sankpal: 

Good morning. Just wanted to get some more colour on your leasing activity. Just want to 

understand what the tone of discussion was and what kind of tenants are willing to renew the lease early. 

Maybe you could give us some more colour there. 

James Beckerleg: 

We haven't had—go ahead, Gordon. 

Gordon Lawlor: 

I think we just mentioned, the 80% renewed, a lot of that was industrial space all over. Industrial 

in Southwest Ontario, where we got significant rent bumps, $4 rent going to $6 rent. Atlantic Canada, 

we've been doing well. There was a small Bay industrial to 2.5% steps there. We don't have a lot of retail 

renewing in this, but we have renewed retail and no steps backwards either. Then from an office 

standpoint, I mentioned it, we have still another say, 30,000 square feet of office coming due at the end 

of the year. We're in discussions on those now. 

One of the buildings which is about 30,000 feet, it started with a low rent when we bought it, so 

there's opportunity there to get in a new tenant with reasonable market rent terms as well. We haven't 
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had any significant issues from 2021, and we're also on the 2022 now starting that, so had that discussion 

with the Board. 

Business is happening and people are doing things. I think people are looking beyond this pandemic 

and even in the lockdowns that we're in right now, they're looking beyond that and planning, and so we're 

not seeing a lot of negative noise on the leasing front. 

James Beckerleg: 

I think totally. I might just add that I think that there may be a return in the suburban office market 

before urban downtown markets where there's additional concerns amongst some employees who's 

uncertain how their return to work protocols will work. Where you've got suburban office with lots of 

parking and that type of thing around it, we may see some things easier. We have a Hydro-Quebec 

tenanted building in Eastern Montreal, not urban. 

They've contacted us just the last couple of days for an inbound from them for a 2022 lease 

extension and renewal because they said in the call, they believe that some of their employees won't be 

too keen on returning to the downtown towers with mass transit and everything else associated with it. 

They're looking to stabilize their suburban locations, and that's just an anecdotal story that's happening. 

Yashwant Sankpal: 

They want to expand in suburban locations? 
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James Beckerleg: 

Well, they're looking to extend their lease and lock in a renewal early so that they knew they had 

the space. I'm just getting the anecdotal story, Yash, because they're turned—they're going to have some 

pressure from employees to work in locations such as that rather than in a 40-story building downtown. 

Yashwant Sankpal: 

Got it. Okay. Any uncertainties about the use of space or reconfiguration of space? Are you hearing, 

especially from office tenants or retail tenants as to how they want to use the space going forward? 

James Beckerleg: 

I think the answer to that is no. While we're in close contact with our tenants, we haven't had any 

renewals that have occurred. You're asking about whether there will be a TI allowance for changing 

layouts and stuff of offices. We haven't seen that in any of the renewals. But again, as Gordon said, we 

haven't got a lot of office renewals going on. 

Yashwant Sankpal: 

Got it. 

James Beckerleg: 

We did have… 
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Yashwant Sankpal: 

I've got, sorry, go ahead. 

James Beckerleg: 

We did have some empty space which we are re-tenanting in one of the office buildings in Ottawa, 

where a U.S. Company was looking for—cut in half what they were looking for in square footage because 

they're changing their work protocols, but that's—I’m just giving us some flavour of the different things 

that are going on in the market. There is some of that, but none of that has affected us (inaudible). 

Yashwant Sankpal: 

Okay. Gord, in terms of current liquidity, after you have closed that last industrial acquisitions, how 

much liquidity would you have pro forma that acquisition? 

Gordon Lawlor: 

Like all of the announced ones 134 million. I mean, we'll be probably in the $25 million range when 

all of those are done. After March, we repaid an expensive term facility there. I think you see that in 

subsequent events for 6.5 million, so that was planned. Then when we look forward on these closings and 

whatnot, I think we'll be in about 25 million range. That's what are our target was when we started all of 

this, and you’ll see the plan with the refinancings and showing up some lower rate debt and cleaning our 

line. 
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I mean, some of these refinancings we replaced, we've got new 3.2% debt and to reduce our line 

at 3.7. That in and of itself, besides liquidity, we're playing with the spreads a little bit there as well. I think 

on the back-end of this, we'll be in to range of 25 million standard liquidity. Then we'll go from there as 

far as how much more debt reduction in our debt reduction targets and increased operating facility. 

Yashwant Sankpal: 

Okay. That's good. Thank you. 

Operator: 

Thank you. The next question comes from Colin Healey at Haywood Securities. Please go ahead. 

Colin Healey: 

Hey guys, morning. I just wondered if you could give any color on the timeline for I guess the yet-

to-be closed acquisitions and the Atlantic Canada conditional ones. Do you have a—just like rough timeline 

for when we could do those get done? 

James Beckerleg: 

Gordon, do you want to speak to the due diligence primarily? 

Gordon Lawlor: 

Yes. We've got both two properties that are smaller ones, not in portfolios and they're going to 

close before the end of May, that's about 10 million. Then the rest of it would be our expectation again, 
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and it's driven by third-party reports, would be the close to the end of June, and if not early July, but our 

target is to get them all done in Q2. 

Colin Healey: 

Okay. Including the six that are conditional? 

Gordon Lawlor: 

Yes. 

Colin Healey: 

Okay. Sorry, I was just going to follow up with just a general question on the market and what 

you're seeing in terms of cap rates and maybe differentials between cap rates for retail and for industrial, 

and maybe just geographically, if you're seeing any new opportunities that you think are attractive in the 

industrial space. 

James Beckerleg: 

We're continuing to see opportunities in the industrial space, but we also see continued 

compression in cap rates. That compression in cap rates is certainly moving from the Vancouver, Toronto, 

Montreal markets, if you know what I mean, into the smaller cities as well. We're seeing significant cap 

rates compression in some of the markets that we're involved in. As long as we see interest rates where 

they are right now, we still see some accretive opportunities, and there is pressure on leasing rates in 

those markets at the same time. It continues, we believe, to provide good opportunities for us.  
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Gordon, did you want to add anything to that? 

Gordon Lawlor: 

No, I think that’s it. I mean, we haven't really focused on office at this point. Regionally, you always 

get a little bit higher cap rate in the Atlantic region. But again, retail, we haven't seen back-off anything 

from good solid, grocery-anchored retail. Industrial is still like unbelievably competitive. We've been 

looking at some properties and whatnot, but the bidding gets you down to five cap rates and things like 

that on buildings that were six before. We just have to manage all that, and five cap rates' okay because 

that means that you either expect increased cash flow or you have steps in your answer, things like that. 

If you're paying a five cap rates for a flat rent building, the math doesn't work. Everything is getting thrown 

into the same bucket. So, you have to pick and choose the things that make sense for you. 

James Beckerleg: 

People talk a lot about cap rate compression, and some of that is still being in the industrial sector 

driven by the low interest rate environment. But there's also no doubt that it's being driven by sound 

economics as well on the underlying property. There's upward pressure how these markets on lease rates, 

lease rates being realized in most of the markets, demand is exceeding supply. We, and others, but we're 

buying properties at significant discounts through appraise replacement value. 

We see the upward pressure on rents and lease in these markets are continuing. That's certainly 

helping to justify the purchase prices more than perhaps you saw two and three years ago where all of it 

was being driven solely by lower interest rates. 
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Colin Healey: 

Great. Understood. Well, thanks a lot, guys. Great comments. I'll step back in the queue. 

Gordon Lawlor: 

Thanks, Colin. 

Operator: 

Thank you. Ladies and gentlemen, there are no further questions at this time. This does conclude 

your conference call for today. We thank you for participating, and at this time you can disconnect your 

lines. Enjoy the rest of your day. 

James Beckerleg: 

Thank you very much. Thanks, everybody. 
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