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D I S C L A I M E R  

 

The information contained in this transcript is a textual 
representation of CT REIT (the “Company”) Q2 2015 
results conference call and while efforts are made to 
provide an accurate transcription, there may be material 
errors, omissions, or inaccuracies in the reporting of the 
substance of the conference call. This transcript is being 
made available for information purposes only. The 
information set out in this transcript is current only as of the 
date of the webcast and may be replaced by more current 
information. The Company does not undertake to update 
the information, whether as a result of new information, 
future events or otherwise. In no way does the Company 
assume any responsibility for any investment or other 
decisions made based upon the information provided on 
the Company’s web site or in this transcript. Users are 
advised to review the webcast (available at www.ctreit.com)  
itself and the Company’s regulatory filings before making 
any investment or other decisions. 

 

F O R W A R D  L O O K I N G  I N F O R M A T I O N  

 

This document contains forward-looking statements that 
involve a number of risks and uncertainties, including 
statements regarding the outlook for CT Real Estate 
Investment Trust’s (“CT REIT” or the “REIT”) business and 
results of operations. Forward-looking statements are 
provided for the purposes of providing information about CT 
REIT’s future outlook and anticipated events or results and 
may include statements regarding known and unknown 
risks and uncertainties and other factors that may cause the 
actual results to differ materially from those indicated. Such 
factors include, but are not limited to, general economic 
conditions, the financial position, business strategy, 
budgets, capital expenditures, financial results, taxes, plans 
and objectives of or involving CT REIT. Particularly, 
statements regarding future results, performance, 
achievements, prospects or opportunities for CT REIT or 
the real estate industry are forward-looking statements. 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 the following: CT REIT’s 
relationship with Canadian Tire Corporation, Limited, 

(“CTC”, which term refers to Canadian Tire Corporation, 
Limited and its subsidiaries unless the context otherwise 
requires); CT REIT’s ability to execute, its growth 
strategies; CT REIT’s capital expenditure requirements and 
capital expenditures to be made by the REIT and CTC; CT 
REIT’s distribution policy and the distributions to be paid to 
its unitholders; CT REIT’s capital structure strategy and its 
impact on the financial performance of the REIT and 
distributions to be paid to its unitholders; CT REIT’s access 
to available sources of debt and/or equity financing; future 
compensation and governance practices by CT REIT; the 
expected tax treatment of CT REIT and its distributions to 
its unitholders; CT REIT’s ability to meet its stated 
obligations; CT REIT’s ability to expand its asset base, 
make accretive acquisitions, develop or intensify its 
property and participate with CTC in the development or 
intensification of the properties; interest rates and the future 
interest rate environment. CT REIT has based these 
forward-looking statements on factors and assumptions 
about future events and financial trends that it believes may 
affect its financial condition, results of operations, business 
strategy and financial needs, including that the Canadian 
economy will remain stable over the next 12 months, that 
inflation will remain relatively low, that tax laws remain 
unchanged, that conditions within the real estate market, 
including competition for acquisitions, will be consistent with 
the current climate, that the Canadian capital markets will 
provide CT REIT with access to equity and/or debt at 
reasonable rates when required and that CTC will continue 
its involvement with the REIT. Although the forward-looking 
statements contained in this presentation are based upon 
assumptions that management of CT REIT believes are 
reasonable based on information currently available to 
management, there can be no assurance that actual results 
will be consistent with these forward-looking statements. 
Forward-looking statements necessarily involve known and 
unknown risks and uncertainties, many of which are beyond 
the REIT’s control, that may cause CT REIT’s or the 
industry’s actual results, performance, achievements, 
prospects and opportunities in future periods to differ 
materially from those expressed or implied by such forward-
looking statements. These considerations, risks and 
uncertainties include, among other things, the factors 
discussed in our Annual Information Form dated February 
23, 2015 (see “Cautionary Note Regarding Forward 
Looking Information” and “Risk Factors”) and 
Management’s Discussion and Analysis for the period 
ended December 31, 2014 (see “Part XII – Forward 
Looking Information” and “Part X – Enterprise Risk 
Management – Risk Factors”). For more information on the 
risks, uncertainties and assumptions that could cause CT 

http://www.ctreit.com/


 

 

CT REIT 2015 Second Quarter Results Conference Call 

Wednesday, August 12, 2015 – 9:00 AM EST 

 

2 | P a g e  

 

REIT’s actual results to differ from current expectations, 
please also refer to CT REIT’s public filings available on 
SEDAR at www.sedar.com and at www.ctreit.com. CT 
REIT cautions that the foregoing list of important factors 
and assumptions is not exhaustive and other factors could 
also adversely affect its results. Investors and other readers 
are urged to consider the foregoing risks, uncertainties, 
factors and assumptions carefully in evaluating the forward-
looking information and are cautioned not to place undue 
reliance on such forward-looking information. Statements 
that include forward-looking information do not take into 
account the effect that transactions or non-recurring or 
other special items announced or occurring after the 
statements are made have on CT REIT’s business. For 
example, they do not include the effect of any dispositions, 
acquisitions, asset write-downs or other charges 
announced or occurring after such statements are made. 
The forward-looking information in this presentation is 
based on certain factors and assumptions made as of the 
date hereof. CT REIT does not undertake to update the 
forward-looking information, whether written or oral, that 
may be made from time to time by it or on its behalf, to 
reflect new information, future events or otherwise, except 
as required by applicable securities laws. 

 
 
C O R P O R A T E  P A R T I C I P A N T S  
 
Ken Silver 
Chief Executive Officer, CT REIT 
 
Louis Forbes 
Chief Financial Officer, CT REIT 
 

 

 

C O N F E R E N C E  C A L L  P A R T I C I P A N T S  

 

Alex Avery 
CIBC 
 
Troy MacLean 
BMO Capital Markets 
 
Michael Smith 
RBC Capital Markets 
 

 

 

P R E S E N T A T I O N  

 
Operator 
 
Good morning, my name is Melanie and I will be your 
conference Operator today.  At this time, I would like to 
welcome everyone to CT REIT’s Q2 Earnings 
Conference Call and Webcast.  All lines have been 
placed on mute to prevent any background noise.  After 
the speakers' remarks, there will be a question and 
answer session.  If you would like to ask a question 
during that time, simply press star, then the number one, 
on your telephone keypad.  To withdraw your question, 
press the pound key. 
 
The speakers on the call today are Ken Silver, Chief 
Executive Officer of CT REIT, and Louis Forbes, Chief 
Financial Officer of CT REIT. 
 

Today's discussion may include forward-looking 
statements.  Such statements are based on 
Management’s assumptions and beliefs.  These forward-
looking statements are subject to uncertainties and other 
factors that could cause actual results to differ materially 
from such statements.  Please see CT REIT’s public 
filings for a discussion of these risk factors, which are 
included in their 2014 MD&A and AIF, which can be 
found on the CT REIT website and on SEDAR. 
 
I will now turn the call over to Ken Silver.  Ken? 

 

 
Ken Silver, Chief Executive Officer, CT REIT 
 
Thank you, Operator, and good morning, everyone.  
We're very pleased to welcome you to CT REIT's Second 
Quarter 2015 Investor Conference Call.  I'll lead off with 
an update of our investment activity and Louis will then 
briefly review certain financial matters. 
 
Yesterday afternoon, we announced five new 
investments: the acquisition of an existing Canadian Tire 
store in Montreal from CTC, the acquisition of a parcel of 
land in Innisfil, Ontario for a new Canadian Tire store to 
be developed, an existing mall from a third party, and two 
intensifications of existing Canadian Tire stores in the 
REIT portfolio.  All told, these new investments represent 
$45.2 million of capital, approximately 276,000 square 
feet of incremental gross leasable area and are expected 
to earn a 6.8 percent weighted average going-in cap rate 
upon completion.  The purchase of the existing store from 
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CTC was completed in mid-June.  The land acquisition 
was recently completed and construction of the new store 
will commence shortly, with openings scheduled for the 
second quarter of 2016. 
 
I'd like to expand a little on one of our new investments, 
Arnprior Mall.  It is by no means the largest investment 
we will make, but demonstrates a new type of activity and 
an example of the many opportunities before us.  We 
completed this acquisition from a private owner last 
week.  The existing mall comprises 114,000 square feet 
of gross leasable area and includes some solid tenants, 
such as Metro and TD Bank.  However, the mall has 
suffered from high vacancies for a few years.  Adjacent to 
the mall is an existing small Canadian Tire store, retained 
and owned by CTC, and which had been identified as a 
store requiring replacement.  The plan is to redevelop 
and partially de-mall, relocating the nearby Canadian Tire 
and an existing Mark's store into larger premises in the 
mall, while retaining and relocating existing tenants and 
leasing vacant space.  Upon completion, the mall should 
be a very solid retail destination in that part of the Ottawa 
Valley and a nice addition to the REIT's portfolio.  Once 
Canadian Tire has vacated its existing store, that 
property could also become an acquisition and 
redevelopment opportunity for the REIT.   
 
Funding of these investments includes any combination 
of the issuance of Class B LP units, Class C LP units, 
draws on our credit facility, and cash on hand.   
 
Our press release also provides an update on a number 
of our previous announcements, which I'll touch on now.   
 
During the second quarter, the REIT completed four 
previously-announced property acquisitions from 
Canadian Tire, plus one additional acquisition of a 
Canadian Tire store located in Montreal and announced 
yesterday.  As well, we completed one development 
investment and five intensifications, at a total cost in the 
quarter of $91.1 million.  These investments were funded 
by the issuance of approximately $3.2 million Class B LP 
units to CTC at a price of $11.95 per unit, the issuance of 
$15 million of Class C LP units bearing interest at 1.71 
percent and redeemable on May 31, 2017, and by the 
use of approximately $37.9 million of cash. 
 
The acquisitions, developments and intensifications 
completed or underway in the second quarter of 2015, 
were newly announced yesterday for future completion, 
represent $166 million and 871,000 square feet of 

incremental GLA, or 4.3 percent growth over the gross 
leasable area of our portfolio at the beginning of the year. 
 
This quarter, we have introduced a new disclosure in our 
press release and MD&A about our development activity.  
The point is to illustrate the growth to date in this area, let 
the reader track our performance, and more importantly, 
pave the way for what will hopefully be a more significant 
component of CT REIT's business in the years ahead. 
 
As previously disclosed, the REIT is funding new 
Canadian Tire stores in High River, Alberta, and in 
Martensville, Saskatchewan, and it is also building new 
premises for Mark's and Sport Chek in Waterdown, 
Ontario, Selkirk, Manitoba, and Swift Current, 
Saskatchewan.  These projects are all proceeding on 
time and on budget. 
 
With that, I will turn it over to Louis for a review of our 
financial results. 

 

 
Louis Forbes, Chief Financial Officer, CT REIT 
 
Thanks, Ken.  Our second quarter results are positive 
and represent strong growth in AFFO per unit over the 
reported results for Q2 2014.  In Q2 2015, we reported 
FFO per unit of $0.256, as compared to $0.238 per unit in 
Q2 of 2014.  AFFO per unit was $0.199, as compared to 
$0.179 in the comparable period, representing a very 
healthy 11.2 percent growth rate. 
 
Net operating income was $65.3 million, an 11.2 percent 
increase over the $58.7 million of NOI reported for Q2 
2014.  Our MD&A breaks this headline growth into its 
components: 1.6 growth on a same-store basis, 2.4 
percent growth on a same-property basis, and the 
balance as a result of acquisition activity. 
 
The same-store growth is the result of the annual 1.5 
percent average increase in minimum rent on January 1 
of this year, as well as the contribution earned from the 
growth in expense recoveries from capital expenditures, 
together with interest earned thereon.  The same-
property growth layers in the effect of intensifications on 
our results. 
 
Both of these metrics were held back this quarter 
compared to Q1 for two reasons.  The Q1 results 
included a catch-up amount for recoverable capital 
expenditures that had not been reported in Q4 of 2014, 
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and in addition, we had a slight reduction in our estimated 
expense recovery rate.  We expect Q3 NOI to return to a 
level much closer to the Q1 amount. 
 
With respect to the balance sheet, the financial position is 
strong and liquid.  At June 30, the REIT's indebtedness 
ratio was 48.3 percent.  The REIT's liquidity was at an all-
time high at the end of the quarter.  We have $200 million 
available on the credit facility, with an accordion feature 
for an additional $100 million.  In July, we extended the 
term on this facility to July of 2020, and there was roughly 
$47 million of cash on hand. 
 
During the second quarter, the REIT completed its 
inaugural public debt offering.  The proceeds were used 
to redeem Series 1 of the Class C LP units, as mentioned 
on our May call, to repay the balance on the credit facility 
to fund the cash component of the June investment 
activity and to contribute cash to the balance sheet.  We 
issued two series of debentures: $150 million for a seven-
year term and bearing interest at 2.85 percent, and $200 
million for a 10-year term and bearing interest at 3.53 
percent.  This transaction set new record-low coupons for 
the sector for borrowings of these tenors and established 
CT REIT as the tightest credit spread borrower in the 
Canadian REIT sector. 
 
In terms of our debt market strategy, it was our objective 
to issue more than one tenor of debt in order to begin to 
establish a bit of a curve, and more importantly, to borrow 
for as long a term as we could.  The new money bears a 
weighted average coupon lower than the rate on the 
Class C LP units redeemed.  The savings would have 
been substantially greater had we chosen to borrow the 
new money all at the five-year term. 
 
Interest coverage for the quarter was a strong 3.23 times.  
Our AFFO payout ratio was again a solid 83 percent, 
reflecting the benefits of our investing activity on 
operating results. 
 
On an operating basis, our portfolio continues to be 99.9 
percent occupied.  Canadian Tire represents 94.4 
percent of our annualized base minimum rent, and when 
combined with other CTC banners, represents 96.5 
percent of our annualized base minimum rent.  All metrics 
are largely unchanged from a year ago. 
 
I would like to take a minute to speak to the trend in our 
book value per unit. This metric represents the fair value 
of our real estate.  Our real estate valuation metrics have 

been virtually unchanged since reporting Q1 of 2014, so 
we now have six quarters of reported results with no 
change in cap rate, discount rates, or other value 
assumptions. 
 
The book value per unit a year ago was $10.79 at June 
30, 2014.  At June 30, 2015, it was $11.36, representing 
5.3 percent growth over the year.  A number of factors 
contribute to this growth in book value: the higher value 
of income-producing properties due to ongoing growth 
and cash flow resulting from annual rent increases—and 
remember, the valuation metrics have not changed—and 
then retained cash flow, a growing receivable due to the 
recoverable capex spend, and accretive investing activity 
financed in part by equity issuance that is accretive to this 
book value per unit. 
 
With that, I will turn it back to Ken. 

 

 
Ken Silver, Chief Executive Officer, CT REIT 
 
Thanks, Louis.  To conclude, I'm very pleased by our 
reported results and the ongoing maturation of CT REIT.  
We are developing a track record of predictable operating 
results, complemented by a solid growth strategy and an 
attractive cost to capital. 
 
Now, Operator, I will turn the call back to you for any 
questions from our listeners. 

 

 

Q U E S T I O N  A N D  A N S W E R  S E S S I O N  

 
Operator 
 
Thank you.  At this time, I would like to remind everyone 
in order to ask a question, please press star, then the 
number one on your telephone keypad.  We ask that you 
please pick up the handset or step close to your 
speakerphone system when asking your question to 
provide maximum audio clarity.  We'll pause for just a 
moment to compile the Q&A roster. 
 
The first question is from Alex Avery of CIBC.  Please go 
ahead. 
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Alex Avery, CIBC 
 
Thank you.  In your introductory remarks, you noted this 
Arnprior mall acquisition.  Looking through the month 
disclosure there on the acquisitions, if you break out the 
remainder of the properties and put some rough 
estimates on them, it seems like this Arnprior mall is 
being bought at a pretty big discount to, perhaps, 
replacement cost.  Can you talk a little bit about the 
economics there? 

 

 
Ken Silver, Chief Executive Officer, CT REIT 
 
Sure, Alex, it's Ken.  Yes, you're right.  We bought the 
property at a relatively low cost per square foot and in 
redeveloping the mall and putting Canadian Tire and 
repositioning some of the existing tenants, we'll certainly 
be investing additional funds into the property.  In total, I 
would say the yield on that property would be in the 
range of about 8 percent. 

 

 
Alex Avery, CIBC 
 
Is there an occupancy that you would have on that, I 
guess, currently? 

 

 
Ken Silver, Chief Executive Officer, CT REIT 
 
Well, today we—actually, one of the conditions of our 
acquisition was that certain tenants need to be 
terminated.  We bought it today with a current vacancy of 
about 40 percent and we expect it to be substantially 
completely leased by the time we're done. 

 

 
Alex Avery, CIBC 
 
Okay, and you mentioned that this is a new type of 
investment.  Do you see a lot of these opportunities? 

 

 
Ken Silver, Chief Executive Officer, CT REIT 
 
They are out there, for sure.  I would say that, you know, 
since we went public, I'd say the range of opportunities 
that we find in front of us is probably wider, more varied 
and deeper than we even originally imagined, and I think 

this transaction just kind of represents why we feel that 
way.  Certainly, there are others out there and sometimes 
it's just a question of timing as to when circumstances 
come together that, you know, we can do something with 
a vendor that makes sense. 

 

 
Alex Avery, CIBC 
 
Okay, and then just the way that I'm thinking about it, I 
guess you could kind of break it down into two subsets, 
one where you have an existing property or an existing 
Canadian Tire property adjacent to something else; and 
then, I guess, perhaps more broadly, have you been 
seeing much in the way of vacated Target stores or other 
retail owners that have recently vacated space that you 
might be able to take advantage of and redevelop those 
properties? 

 

 
Ken Silver, Chief Executive Officer, CT REIT 
 
Well, certainly, there are a large number of properties 
where Canadian Tire shadow anchors an adjacent 
property and we certainly think of those as potential 
opportunities for us.  Clearly, there's lots of change 
happening in the retail sector right now and we continue 
to work closely with the Canadian Tire real estate team 
on their plans for the various retail banners and are 
always looking for opportunities that might shake out of 
that for the REIT. 

 

 
Alex Avery, CIBC 
 
Okay.  Then, I guess, just trying to get a little bit more 
sense for, I guess, how the third party acquisition 
opportunity set is evolving, would you say that it's picking 
up? 

 

 
Ken Silver, Chief Executive Officer, CT REIT 
 
I think it will be picking up.  Right now, I'd say that there 
are large segments of our industry that are distracted and 
busy repositioning properties as a result of Target's exit.  
I suspect there will be increasing opportunities that will 
fall out of—you know, once that stuff gets resolved. 
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Alex Avery, CIBC 
 
Okay, that's great.  Thank you. 

 

 
Ken Silver, Chief Executive Officer, CT REIT 
 
Thank you. 

 

 
Operator 
 
Thank you.  Once again, please press star, one at this 
time if you have a question. 
 
The following question is from Troy MacLean of BMO 
Capital Markets.  Please go ahead. 

 

 
Troy MacLean, BMO Capital Markets 
 
Good morning. 

 

 
Ken Silver, Chief Executive Officer, CT REIT 
 
Morning. 

 

 
Troy MacLean, BMO Capital Markets 
 
What type of tenants are you looking for to fill the 29,000 
square feet of space that you have under development 
right now, you know, that is not committed to lease but 
you want to develop? 

 

 
Ken Silver, Chief Executive Officer, CT REIT 
 
Primarily, those are our pad deals, so it would be the 
usual suspects, restaurants, banks, potentially dollar 
stores, you know, typically users of up to about 5,000 to 
10,000 square feet. 

 

 
Troy MacLean, BMO Capital Markets 
 
Do you expect to have that leased this year or is that—
how is leasing progressing on that? 

 

 
Ken Silver, Chief Executive Officer, CT REIT 
 
Leasing is progressing well.  Our focus was primarily to 
get the Canadian Tire banners under construction as 
quickly as possible, and the lease-up of the pads is 
following, we have a fair bit of interest.  I wouldn't expect 
that they will be built and income-producing this year, so I 
would say most likely next year. 

 

 
Troy MacLean, BMO Capital Markets 
 
Then just on the Ottawa redevelopment, you mentioned 
that you could buy the CT store, that they would leave to 
go to that mall for redevelopment.  What would you want 
to redevelop that property into? 

 

 
Ken Silver, Chief Executive Officer, CT REIT 
 
Well, it could be a complementary use to the uses in the 
mall.  Any of the retailers that we couldn't accommodate 
inside the redevelopment of the mall could be candidates 
for something, say, in a small strip, on the old Canadian 
Tire parcel.  There's an existing Canadian Tire gas bar on 
the property that we would expect to be redeveloped, as 
well. 

 

 
Troy MacLean, BMO Capital Markets 
 
Thank you.  I'll turn it back. 

 

 
Operator 
 
Thank you.  The following question is from Michael Smith 
of RBC Capital Markets.  Please go ahead. 

 

 
Michael Smith, RBC Capital Markets 
 
Thank you.  Louis, you talked about the valuation metrics 
and how they've stayed constant since the IPO.  You 
know, bond yields have been up and down since then, 
they're now down.  Could you talk about where—you 
know, if they were to change, where's the pressure? 
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Louis Forbes, Chief Financial Officer, CT REIT 
 
Are you asking is there a directional bias to where we see 
them going? 

 

 
Michael Smith, RBC Capital Markets 
 
Yes. 

 

 
Louis Forbes, Chief Financial Officer, CT REIT 
 
Yes, okay. 

 

 
Michael Smith, RBC Capital Markets 
 
Yes, yes, exactly. 

 

 
Louis Forbes, Chief Financial Officer, CT REIT 
 
Okay, well, we've got some indication on that.  We have a 
very well thought-out and documented process for 
valuing our income-producing properties, and that 
process also includes the materiality threshold.  In other 
words, cap rates can move and we can observe that 
movement in cap rate, but we do nothing, unless the line 
is getting pushed more than a certain amount, and that's 
just because—I mean, we all acknowledge there's as 
much art as there is science in property valuations and 
there's no point in moving for $5 million amounts, 
because our estimate isn’t that accurate. 
 
So, a long-winded response, but we have seen some 
downward movement in cap rates in some of the markets 
that we operate in, and so I would say cap rates are 
lower, a bit, than what we have used, but not lower 
enough to cross our materiality threshold, so we haven't 
adjusted our numbers.  A small… 

 

 
Michael Smith, RBC Capital Markets 
 
Sorry, go ahead? 

 

 
 

Louis Forbes, Chief Financial Officer, CT REIT 
 
A small downward bias is the short answer. 

 

 
Michael Smith, RBC Capital Markets 
 
Would that be—when you say "some markets" is that just 
the bigger markets, or is there any—or is it across the 
board? 

 

 
Louis Forbes, Chief Financial Officer, CT REIT 
 
No, I would say it's certain urban markets. 

 

 
Michael Smith, RBC Capital Markets 
 
The smaller markets, it's pretty consistent, pretty flattish? 

 

 
Louis Forbes, Chief Financial Officer, CT REIT 
 
It's very consistent. 

 

 
Michael Smith, RBC Capital Markets 
 
Okay.  Thank you. 

 

 
Operator 
 
Thank you.  As there are no further questions at this time, 
I will turn the call over to Ken Silver, CEO, for any closing 
remarks. 

 

 
Ken Silver, Chief Executive Officer, CT REIT 
 
Thank you, Operator, and thank you all for joining us 
today.  We expect our third quarter will be released the 
week of November 9, and we look forward to speaking 
with you then.  Thanks. 
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Operator 
 
Thank you.  The conference has now ended.  Please 
disconnect your lines at this time.  We thank you for your 
participation. 

 

 

 


