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The information contained herein is being provided pursuant to the requirements of Section 
6045B of the Internal Revenue Code of 1986, as amended (the “Code”) and includes a general 
summary regarding the application of certain U.S. federal income tax laws and regulations 
relating to the effects of the Distribution (as defined below) on the tax basis of the units of H&R 
Real Estate Investment Trust (“H&R REIT”) and the allocation of tax basis between the H&R 
REIT units and units of Primaris Real Estate Investment Trust (“Primaris REIT”) pursuant to the 
Distribution.    

The information contained herein does not constitute tax advice and does not purport to be 
complete or to describe the consequences that may apply to particular categories of unitholders.  
For example, the foregoing assumes that no unitholder held units of H&R REIT for any period 
during which H&R REIT was treated as a passive foreign investment company for federal 
income tax purposes.  Neither H&R REIT nor Primaris REIT provides tax advice to its 
unitholders and any examples provided herein are merely illustrative.  Unitholders are urged to 
consult their own tax advisors regarding their particular circumstances and the consequences of 
the Distribution to them, including the applicability and effect of all federal, state and local, and 
foreign tax laws.  

 

Line 14 – Describe the organizational action and, if applicable, the date of the action or the 
date against which shareholders’ ownership is measured for the action.  

On December 31, 2021, pursuant to a statutory plan of arrangement (the “Arrangement”), H&R 
REIT effected a series of steps that resulted in the pro rata transfer of the units of Primaris REIT 
to the unitholders of H&R REIT (the “Distribution”).  In the Distribution, the unitholders of 
H&R REIT received one unit of Primaris REIT for every four units of H&R REIT held 
immediately prior to the closing of the Arrangement.         

Any fractional Primaris REIT units were redeemed for no consideration. 

Line 15 – Describe the quantitative effect of the organizational action on the basis of the 
security in the hands of a U.S. taxpayer as an adjustment per share or as a percentage of 
old basis.  

As a result of the Distribution, H&R REIT unitholders should allocate their aggregate tax basis 
in their H&R REIT units held immediately prior to the Distribution among the Primaris REIT 
units received in the Distribution and the H&R REIT units in respect of which the Primaris REIT 
units were received in proportion to their relative fair market values immediately after the 
Distribution.  Please see Line 16 below for an illustrative application of such an approach.     

Line 16 – Describe the calculation of the change in basis and the data that supports the 
calculation, such as the market values of securities and the valuation dates.    
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U.S. federal income tax laws provide that the allocation of the aggregate tax basis described in 
Line 15 above should be based on the relative fair market values of the H&R REIT units and 
Primaris REIT units immediately after the Distribution.  Fair market value generally is the price 
at which property would change hands between a willing buyer and a willing seller, neither being 
under any compulsion to buy or sell and both having reasonable knowledge of the facts.  The 
U.S. tax laws; however, do not provide any guidance on the determination of the fair market 
value of the H&R REIT and Primaris REIT units.  You should consult your own tax advisor to 
determine the appropriate fair market values as there may be many potential ways to determine 
the fair market value of the H&R REIT and Primaris REIT units.  For example, one method, as 
more fully described in the Management Information Circular with respect to the proposed 
Arrangement involving H&R REIT dated November 5, 2021 (the “Circular”), estimates that 
approximately 27% of the value is attributable to Primaris REIT.  Based on this method of 
determining fair market value, a H&R REIT unitholder’s pre-distribution tax basis in each H&R 
REIT unit should be allocated 73% to the H&R REIT unit and 27% to the Primaris REIT unit 
received with respect to the H&R REIT unit.  It should be noted that, per the Circular, H&R 
REIT may update, through a posting on H&R REIT’s website, the foregoing estimate of value 
shortly following the Distribution.  Unitholders are not bound by the approach illustrated above 
and may, in consultation with their tax advisors, use another approach in determining fair market 
values for the H&R REIT units and Primaris REIT units.   

Line 17 – List the applicable Internal Revenue Code section(s) and subsection(s) upon 
which the tax treatment is based.   

The applicable Code sections upon which the tax treatment is based are sections 355, 358 and 
368.         

Line 18 – Can any resulting loss be recognized?  

Generally, no loss would be recognized for tax purposes as a result of the Distribution.  A H&R 
REIT unitholder who receives cash in lieu of fractional units of Primaris REIT will recognize 
gain or loss equal to the difference between the amount of cash received, if any, and the tax basis 
in his or her fractional unit.  The deductibility of capital losses is subject to limitations under the 
Code.    

Line 19 – Provide any other information necessary to implement the adjustment, such as 
the reportable year.   

The Distribution was consummated on December 31, 2021.  For a H&R REIT unitholder whose 
taxable year is the calendar year, the reportable tax year is 2021.   




