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Attention Business/Financial Editors:

InnVest REIT reports results for the three months and year ended December 31,
2005

TORONTO, March 10 /CNW - InnVest Real Estate |Investnent Trust
(TSX: INN. UN) today announced financial results for the three nonths and year
ended Decenber 31, 2005.

"I nnVest experienced an increase in the roomrates and occupancy in the
fourth quarter and the 2005 fiscal year. During the year, the REIT conpleted
acqui sitions of nine properties which contributed positively to our results.
The REIT continues to inprove distributable incone on a per unit basis as
wel |
as strengthen our portfolio of high quality hotels and brands, "
sai d
M. Kenneth G bson, President and Chi ef Executive Oficer of InnVest REIT.

Fi nanci al Hi ghlights

(I'n thousands of Canadi an dollars except average daily rate, revenue per
avai | abl e room and per unit anounts)

Three nont hs ended Year ended
Decenber 31, 2005 Decenber 31, 2005
2005 2004 +/ - 2005 2004 +/ -
Cccupancy 58. 0% 56. 9% 1.9% 62. 6% 61. 7% 1.5%
Average daily rate
(" ADR") $90. 11 $84. 71 6.4% $91.78 $87. 73 4. 6%
Revenue Per Avail abl e
Room (" RevPAR") $52. 23 $48. 23 8.3% $57.46 $54. 11 6. 2%

Hot el operati ng
i ncome $20,482 $17,535  $2,947 $101,746 $91,901  $9, 845

Net (loss) income ($2,198) ($1,408) ($790) $16,950 $20,361 ($3,411)
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Add/ (deduct)
Depreci ati on and

anmortization 11,185
Anortization of

def erred

fi nancing costs 913

Anortization of

fair val ue debt

adj ust nent -
Future i ncone

tax recovery 15
Reserve for

repl acenent of

furniture,

fixtures and

equi pnent and

capita

| mprovenent s (3, 248)
Convertible

debent ur es

accretion 239

Non- cash executi ve
and trustee

conpensati on 89
Witedown of assets
held for sale 40

Deferred | and | ease
expense and retail
| ease i nconme, net 39

9,024

509

(474)

(2, 690)

259

242

2,161

404

489

(558)

(20)

(153)

40

40, 729 35, 084

2,527 1, 854

- (809)

(1,464) (2,576)

(13, 175) (11, 170)

1,014 927
362 494
1,722 -
56 104

5, 645

673

809

1, 112

(2, 005)

87

Di stri but abl e
i ncome( 1) $7,074

Di stri butabl e i ncone
per unit - basic $0. 148

$0. 026

$1.039  $0.994

Di stri butabl e i ncone
per unit - diluted $0.148

$0. 027

$1.015  $0. 986

Di stri butions
per unit $0. 2813

(1) Distributable inconme is a nmeasure of earnings and cash flow that is
not required or does not have a prescribed neani ng under Canadi an
general |y accepted accounting principles,
conparable to sim | ar neasures used by other organizations.
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Di stributable income per unit is calculated on a basis consistent
wi th earnings per unit.

The key performance nmeasures for the REIT's entire portfolio of hotels on
a sane hotel basis are as follows:

Three nont hs ended Year ended
Decenber 31 Decenber 31
2005 2004 Var % 2005 2004 Var %

Cccupancy

Ontario 58. 3% 58. 0% 0.5 % 61. 4% 62.4% (1.6)%

Quebec 58. 0% 58.6% (1.0)% 64. 4% 64. 3% 0.2 %

Atl antic 60. 4% 59. 2% 2.0 % 67. 0% 66. 0% 1.5 %

West ern 54. 4% 48.5% 12.2 % 59. 0% 56. 2% 50 %

Tot al 57. 9% 57. 0% 1.6 % 62. 3% 62. 3% -
ADR

Ontario $96. 83 $94. 29 2.7 % $98.41 $95. 20 3.4 %

Quebec $85. 88 $82. 74 3.8 % $90. 22 $86. 82 3.9 %

Atl antic $81. 12 $77. 16 5.1 % $86. 95 $84. 28 3.2 %

West ern $71. 29 $67. 46 5.7 % $74.03 $69. 97 5.8 %

Tot al $89. 73 $87. 07 3.1 % $92. 39 $89. 27 3.5 %
RevPAR

Ontario $56. 44 $54. 68 3.2 % $60. 40 $59. 44 1.6 %

Quebec $49. 78 $48. 46 2.7 % $58.10 $55. 85 4.0 %

Atl antic $49. 02 $45. 66 7.4 % $58. 22 $55. 62 4.7 %

West ern $38. 77 $32. 73 18.5 % $43. 66 $39. 31 11.1 %

Tot al $51. 97 $49. 59 4.8 % $57.59 $55. 65 3.5 %

Not e: The above chart excludes the hotels classified as held for sale and
the Holiday Inn Select Oakville acquired March 31, 2005

2005 DEVELOPMENTS

The REIT acquired four Radi sson hotels, three Holiday Inn hotels, one
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Delta hotel and one independently branded hotel. Eight of the hotels are
| ocated in Ontario, two in London, two in Toronto and one in each of
Gakvi l | e,

Otawa, Barrie and Kitchener. The remaining acquired hotel is located in
Mont r eal

During July 2005, the REIT converted the brand on two of its existing
properties. The Bloor Quality Hotel was converted to the Toronto-M dt own
Holiday Inn and the Lonbard Street Quality Hotel Toronto was converted to the
Tor ont o- Downt own Hol i day | nn Express. These conversions should enabl e the
REI T
to benefit fromthe inproving trend in ADR s in the Toronto market. The REIT
al so conpleted a 40-room expansi on of the Confort |nn Ednundston, New
Brunswi ck, which opened in July 2005.

Also during the third quarter of 2005 the REIT sold the three hotels
classified as assets held for sale at prices that approxi mated their carrying
val ues.

I n August, InnVest conpleted an early extension of $155.3 mllion of
nort gage debt that was schedule to mature on July 26, 2006, fixing the
interest rates on $126 nmillion and reducing the floating rate spread on the
remai ni ng anount. I nnVest also re-negotiated the spread on $43.4 mllion of
floating rate debt maturing of July 26, 2008. The effect of this extension
and
the reduced floating rate spread is to reduce I nnVest wei ghted average cost
of
nortgage debt to 6.3%

FI NANCI AL REVI EW
Three nont hs ended Decenber 31, 2005

Room revenues increased $12.0 mllion, from$56.7 mllion to
$68.7 million. The increase in roomrevenues in the quarter primarily
reflects
the $9.6 mllion increase fromthe hotels acquired. The renaining $2.4
mllion
| nprovenent stens fromincreases in roomrevenue in all regions.

Non-room revenues increased by $3.1 nillion reflecting the revenues
generated by the REIT s acquired hotels.

Hot el expenses for the fourth quarter of 2005 increased by $12.1 mllion
conpared to the sane period in 2004, primarily due to the expenses of the
acqui red hotel s.

The net anmount of other incone and expenses for the three nonths ended
Decenber 31, 2005 was $22.4 mllion, $3.3 mllion nore than the sane period
in
2004. The main contributors to this change were a $2.7 million increase in
depreciation and anortization related to the hotels acquired in 2005 and a
$633 increase in interest on nortgages related to the acquisition financing.
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Future i ncone tax expense for three nonths ended Decenber 31, 2005 was
$15, an increase of $489 over the recovery of $474 recorded in the
conparative
period. This increase is attributable to an adjustnent in the tenporary
timng
di fferences between accounting and tax val ues.

Di stributable inconme for the three nonths ended Decenber 31, 2005 was
$7.1 million or $0.148 per unit - basic and diluted. This reflects a
$1.5 mllion or 26.8% i ncrease over the distributable income achieved for the
sane period in the prior year of $5.6 million or $0.122 per unit - basic
(diluted - $0.121).

Year ended Decenber 31, 2005

Room revenue for the year was $284.4 mllion, an increase of
$41.4 mllion. The increase reflects a $34.6 mllion increase in revenues
from

the hotels acquired, with the balance of $6.8 nillion being attributed to the
111 hotels owned for the entire current and conparative peri ods.

Non-room revenues increased by $11.5 million, primarily reflecting the
non-room revenues generated by the hotels acquired.

Hot el expenses for the year ended Decenber 31, 2005 increased by
$43.1 mllion or 23.7% when conpared to 2004. This primarily reflects
$35.7 million in expenses incurred in the hotels acquired.

The net anmpunt of other income and expenses was $83.8 mllion,
$10.4 nmillion or 14. 1% nore than the sane period in 2004. The increase is due
to the additional interest on acquisition financing and depreciation and
anortization due to the acquired hotels.

Current inconme tax expense for the year ended Decenber 31, 2005 was $727,
an increase of $194 over 2004. This increase is attributable to a tax benefit
recogni zed, partially offset by a reduction in |arge corporation tax as a
result of a decrease in the tax rate.

Di stributable inconme for the year ended Decenber 31, 2005 was
$48.7 million or $1.039 per unit - basic (diluted - $1.015). This reflects a
$4.5 mllion increase over the distributable incone achieved for the sane
period in the prior year of $44.2 million or $0.994 per unit - basic
(diluted -
$0. 986) .

BALANCE SHEET REVI EW

At Decenber 31, 2005, InnVest's cash totaled $12.0 mllion of which
$6.1 million is restricted for replacenent of furniture, fixture and
equi pnent
and capital inprovenents. Financial l|leverage is at 40.8% debt to gross asset
val ue (defined as total assets before accunul ated depreciation | ess future
i ncome tax liability) excluding convertible debentures and 52. 7% i ncl udi ng
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converti bl e debent ures.

Continuing with our strategy of investing in our hotels, we depl oyed
approximately $6.4 mllion for capital asset inprovenents during the fourth
quarter. For the year, we spent $30.9 million for this purpose.

The REIT had unused operating |loan availability of $17.9 mllion at
Decenber 31, 2005 and six hotel properties that renmai n unencunbered that the
REIT esti mates coul d generate approximately $20 million in nortgage proceeds.
The REIT al so has an unused acquisition facility of $40 mllion available to
acquire hotel properties and an unused loan facility of $21.7 mllion
avail able to fund 50% of capital expenditures incurred.

| NCOVE TAX DEFERRAL PERCENTAGE

For cal endar 2005, the REIT estimtes that approximately 47% of the
distributions nmade to unitholders will not be taxable to unithol ders.

OQUTLOOK

PKF Consulting anticipates a 2.1%increase in |odging supply in 2006,
conpared to 1.3%in 2005, along with 4% growh in demand as was experienced
in
2005. PKF al so forecasts inprovenents in occupancy (to 65% and average daily
rates (up 2.5%, which it anticipates will result in a 4% increase in RevPAR

| nnVest believes the continued growth in demand and |imted new supply
forecast by PKF Consulting will establish sound industry fundanentals for
2006. While we continue to expect pressure fromenergy and marketing costs,
we
expect that operating margins will continue to stabilize given the
anti ci pat ed
rate increases.

Conpl enenting the strong industry fundanmental s supporting organic growth
at InnVest is an increase in acquisition opportunities. W are confident that
I nnVest can take advantage of these opportunities if capitalization rates and
interest rates renain stable and the capital narkets continue to provide
access to capital.

FORWARD- LOOKI NG STATEMENTS

Statenments contained in this press release that are not historical facts
are forward-I|ooking statenents which involve risk and uncertainties which
coul d cause actual results to differ materially fromthose expressed in the
forward-1 ooki ng statenents. Anong the key factors that could cause such
differences are real estate investnent risks, hotel industry risks and
conpetition. These and other factors are discussed in InnVest REIT s 2004
annual information formwhich is available at http://ww. sedar.com | nnVest
di sclains any intention or obligation to update or revise any forward-| ooking
statenments, whether as a result of new information, future events or
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ot herwi se, unless required to do so by applicable securities |aw.
TRUST PROFI LE

| nnVest REIT holds Canada's | argest hotel portfolio together wwth a 50%
interest in Choice Hotels Canada Inc., the |argest franchisor of hotels in
Canada. The hotel portfolio currently conprises 130 hotel properties, with
nore than 14,290 guest roons, operated under eight internationally recognized
franchi se brands such as Confort Inn(R), Holiday Inn(R), Quality
Suites/Inn(R), Radisson(R), and Travel odge(R). InnVest's trust units and
out standi ng converti bl e debentures trade on the Toronto Stock Exchange under
the synbols INN.UN, INN.DB and | NN. DB. A, respectively.

QUARTERLY CONFERENCE CALL

Managenent will host a conference call on Friday March 10, 2006 at
11 am Eastern tinme to release its fourth quarter and year end results and to
di scuss the performance of InnVest REIT. Participating on the call wll be
menbers of | nnVest senior nmanagenent. Investors are invited to access the
cal
by dialing 416-644-3419 or 1-800-814-3911. You will be required to identify
yoursel f and the organi zati on on whose behalf you are participating. A
recording of this call will be nmade avail able March 10 begi nning at 2: 00 pm
through to 11:59 p.m on March 17. To access the recordi ng pl ease cal
416- 640- 1917 and use the reservation nunber 21172383 foll owed by the nunber
si gn.

| nnVest Real Estate |Investnent Trust

CONSOL| DATED BALANCE SHEETS
Decenber 31, Decenber 31

(in thousands of dollars) 2005 2004
Rest at ed
(Notes 2
and 20)
ASSETS

Current Assets
Cash $ 5,893 $ 22,637
Account s receivabl e 10, 180 9, 314
Prepai d expenses and ot her assets 4,940 6, 248
Di sconti nued operations (Note 20) - 238

http://www.newswire.calen/rel eases/archive/M arch2006/10/c0878.html view=print (7 of 35)3/13/2006 4:46:46 AM



CNW Group

21,013 38, 437
Restricted cash (Note 4) 6, 079 17,024
Hot el properties (Note 5) 1,042,124 924, 454
Li cence contracts (Note 6) 21, 800 23, 117
Deferred financing and other assets (Note 7) 10, 560 7,359
Di sconti nued operations (Note 20) - 11, 073

LI ABI LI TI ES

Current Liabilities

Bank i ndebt edness (Note 9) $ 7,100 % -
Accounts payabl e and accrued liabilities 29, 592 24,138
Di stributions payabl e 4,496 4,295
Current portion of |long-termdebt (Note 10) 8, 539 6, 949
Di sconti nued operations (Note 20) - 314
49, 727 35, 696

Long-term debt (Note 10) 427, 487 347, 638
Converti bl e debentures (Note 11) 125,917 127,821
Future incone tax liability (Note 12) 140, 386 136, 115
Di sconti nued operations (Note 20) - 5, 556
743,517 652, 826

Comm tnments and contingencies (Note 14)

UNI THOLDERS' EQUI TY 358, 059 368, 638

The acconpanyi ng notes are an integral part of these consolidated
financi al statenents.
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| nnVest Real Estate |Investnent Trust

CONSOLI| DATED STATEMENTS OF NET | NCOVE
Year Ended Year Ended

(in thousands of doll ars, Decenber 31, Decenber 31,
except per unit anounts) 2005 2004
Rest at ed

(Notes 2

and 20)

Hot el revenues $ 326, 592 $ 273, 639

Hot el expenses

Oper ati ng expenses (Note 18) 182, 300 145, 621
Property taxes, rent and insurance 31,524 26, 883
Managenent fees (Note 18) 11, 022 9, 234
224, 846 181, 738

Hot el operating incone 101, 746 91, 901

O her (inconme) and expenses

| nterest on nortgages 27,099 23, 765
Converti bl e debentures interest and accretion 11, 667 10, 875
Corporate and adm ni strative (Note 18) 3,777 3, 827
Capital tax 1, 447 1, 856
Franchi se busi ness i ncone (3,110) (2,747)
O her incone (190) (426)
Depreci ation and anortization 43, 085 36, 259
83, 775 73, 409
| nconme before inconme tax expense (recovery) 17,971 18, 492

| ncone tax expense (recovery) (Note 12)
Curr ent 127 533
Future (1, 464) (2,576)
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(737) (2,043)
Net incone from continuing operations 18, 708 20, 535
Wite down of assets held for sale (Note 20) (1,722) -
Loss from di sconti nued operations (Note 20) (36) (174)
(1, 758) (174)
Net i ncone $ 16, 950 $ 20, 361
Net incone per unit, from conti nuing
operations (Note 16)
Basi c $ 0.399 % 0. 461
D | uted $ 0.398 % 0. 460
Net incone per unit (Note 16)
Basi c $ 0.362  $ 0. 457
Dl uted $ 0.361 % 0. 456

The acconpanyi ng notes are an integral part of these consolidated
financial statenents.

| nnVest Real Estate |nvestnent Trust

CONSOLI DATED STATEMENTS OF UNI THOLDERS EQUITY

(in thousands of dollars) Units in $ I ncone buti ons
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Bal ance Decenber 31, 2003
(Restated, Note 2) $ 389, 310 $ 20, 138 $ (66, 280)

CHANGES DURI NG THE YEAR

Net income - 20, 361 -
Unit distributions (Note 17) - - (50, 164)
| ssue of new units 47,522 - -
Costs incurred regarding issue

of new units (2, 241) - -
| ssue of new debentures - - -
Di stribution reinvestnent plan

units issued (Note 15) 3,168 - -
Conver si on of debentures 530 - -
Vest ed executive conpensation 220 - -
Executive and trustee conpensation

(Note 15) 143 - -
Bal ance Decenber 31, 2004

(Restated, Note 2) $ 438,652 $ 40,499  $(116, 444)

CHANGES DURI NG THE YEAR

Net i ncone - 16, 950 -
Unit distributions (Note 17) - - (52, 884)
| ssue of new units 18, 870 - -
Costs incurred regarding issue

of new units (100) - -
Distribution reinvestnent plan

units issued (Note 15) 3,303 - -
Conver si on of debentures 3,035 - -
Vest ed executive conpensati on 283 - -
Executive and trustee conpensation

(Not e 15) 121 - -
Bal ance Decenber 31, 2005 $ 464,164 $ 57,449  $(169, 328)

Hol der s’
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Executive Conversion
(in thousands of dollars) Conpensati on Opti on Tot a
Bal ance Decenber 31, 2003
(Restated, Note 2) $ 72 $ 2,850 $ 346,090
CHANGES DURI NG THE YEAR
Net income - - 20, 361
Unit distributions (Note 17) - - (50, 164)
| ssue of new units - - 47,522
Costs incurred regarding issue
of new units - - (2,241)
| ssue of new debentures - 2,875 2,875
Di stribution reinvestnent plan
units issued (Note 15) - - 3,168
Conversi on of debentures - (20) 510
Vest ed executive conpensati on (220) - -
Executive and trustee conpensation
(Note 15) 374 - 517
Bal ance Decenber 31, 2004
(Restated, Note 2) $ 226 $ 5,705 $ 368,638
CHANGES DURI NG THE YEAR
Net i ncone - - 16, 950
Unit distributions (Note 17) - - (52, 884)
| ssue of new units - - 18, 870
Costs incurred regarding issue
of new units - - (100)
Distribution reinvestnent plan
units issued (Note 15) - - 3,303
Conversi on of debentures - (117) 2,918
Vest ed executive conpensati on (283) - -
Executive and trustee conpensation
(Not e 15) 243 - 364
Bal ance Decenber 31, 2005 $ 186 $ 5,588 $ 358,059
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The acconpanyi ng notes are an integral of these consol i dated

fi nanci al statenents.

part

| nnVest Real Estate |nvestnent Trust

CONSOLI DATED STATEMENTS OF CASH FLOWS

Year Ended Year Ended
Decenber 31, Decenber 31
(in thousands of dollars) 2005 2004
Rest at ed
(Notes 2
and 20)
OPERATI NG ACTI VI TI ES
Net inconme from continuing operations $ 18, 708 $ 20, 535
Add (deduct) itens not affecting operations
Depreci ation and anortization 40, 558 34, 421
Anortization of deferred financing
and ot her assets 2,527 1, 838
Future incone tax recovery (1, 464) (2,576)
Non- cash executive and trustee conpensation 364 517
Converti bl e debentures accretion 1,014 927
Anortization of fair value debt adjustnent - (809)
Di sconti nued operations (161) 454
Changes i n non-cash working capital 8, 837 2,721
70, 383 58, 028
FI NANCI NG ACTI VI TI ES
Repaynent of | ong-term debt (45, 494) (48, 326)
Proceeds from| ong-term debt 126, 933 96, 386
| ssue of trust units, net of issue costs - 45, 281
| ssue of convertibl e debentures - 57, 500
Unit distributions (49, 581) (46, 568)
| ncrease i n bank indebtedness 7,100 -
Decrease in | oan payabl e (11, 000) -
Di sconti nued operations repaynent of debt (5, 556) (86)
Deferred financing (1, 926) (3, 305)
Changes in non-cash working capital
related to financing activities (6) (713)
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20, 470 100, 169
| NVESTI NG ACTI VI TI ES
Capital expenditures on hotel properties (30, 847) (13, 342)
Di sconti nued operations capital expenditures (23) (285)
Proceeds on sal e of discontinued assets 9,424 -
O her assets (525) (515)
Acqui sition of hotel properties (Note 3) (96, 871) (121, 733)
Changes in restricted cash 10, 945 (3, 643)
Changes i n non-cash working capital
related to investing activities 300 -
(107, 597) (139, 518)
(Decrease) increase in cash during the year (16, 744) 18, 679
Cash, begi nning of year 22, 637 3,958
Cash, end of year $ 5, 893 $ 22,637
Suppl enent al di scl osure of cash flow information:
Cash paid for interest $ 37,884 3 33,911
Cash paid for incone taxes (including
capital tax) $ 2,015 % 2,996

The acconpanyi ng notes are an integral part of these consolidated
financi al statenents.

| nnVest Real Estate |nvestnent Trust

NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS
Decenber 31, 2005 (all dollar anmounts are in thousands, except unit and
per unit anounts)

1. Basis of Presentation
| nnVest Real Estate |Investnent Trust ("InnVest" or the "REIT") is an

uni ncor por at ed open-ended real estate investnent trust governed by the
| aws of Ontario. The REIT began operations on July 26, 2002. The units of

http://www.newswire.calen/rel eases/archive/M arch2006/10/c0878.html view=print (14 of 35)3/13/2006 4:46:46 AM



CNW Group

the REIT are traded on the Toronto Stock Exchange under the synbol
“INN. UN'. As at Decenber 31, 2005, the REIT owned 130 Canadi an hotels
with 14,291 guest roons operated under international brands and has a
50% i nterest in Choice Hotels Canada Inc. ("CHC').

2. Significant Accounting Policies
Princi pl es of Consolidation

The consolidated financial statenments include the accounts of the REIT
and its subsidiaries and the proportionate share of the assets,
liabilities, revenues and expenses of joint ventures, including the
REIT's 50%interest in CHC

Use of Esti mates

The preparation of the REIT s financial statenments in conformty with
Canadi an generally accepted accounting principles ("GAAP") requires
managenent to nmake estinates and assunptions that affect the reported
anounts of assets and liabilities and the disclosure of contingent assets
and liabilities at the bal ance sheet date and the reported anmounts of
revenues and expenses during the reporting period. Actual results could
differ fromthose estimtes. Significant estimtes are required in the
determ nation of future cash flows and probabilities in assessing net
recover abl e anbunts and net realizable values, the allocation of the
purchase price to conponents of hotels acquired, depreciation and
anortization, hedge effectiveness and fair value of nortgage debt for

di scl osure purposes.

Hot el Properties

Hotel properties, consisting of land, buildings and furniture, fixtures
and equi pnent, are stated at cost | ess accunul ated depreciation.

Depr eci ati on

Depreciation is provided on a straight-line basis over a period not to
exceed the foll ow ng:

Bui | di ngs - 40 years
Bui | di ng renovati ons - 7 years
Furniture, fixtures and equi pnment - 7 years
Pavi ng - 10 years

| mpai rment of |long-lived assets

Managenent reviews the long-lived assets on a regul ar basis for

http://www.newswire.calen/rel eases/archive/M arch2006/10/c0878.html view=print (15 of 35)3/13/2006 4:46:46 AM



CNW Group

inpairnment to determne if any events or changes in circunstances exi st
that would indicate that the carrying anount of an asset may not be
recoverable over time. If it is determ ned that the net recoverable
anount of a long-lived asset is less than its carrying val ue, the

| ong-lived asset is witten down to its fair value. Net recoverable
anount represents the undi scounted estimated future cash fl ow expected to
be received fromthe long-lived asset. Assets reviewed for inpairnent
under this policy include hotel properties, licence contracts and ot her
asset s.

Def erred Fi nanci ng Costs

Deferred financing costs consist of commtnent fees, underwiting costs
and | egal costs associated with the sourcing of new debt and the renewal
of existing debt of the REIT. These costs are anortized over the term of
t he applicabl e debt.

Li cence Contracts

Li cence contracts include franchise contracts related to the REIT s joint
venture interest in CHC, and are recorded at the value attributed to the
di scounted cash flow of the expected earning stream under the contract
terms at the tinme of acquisition. This anmount is anortized over the
average life or expected renewal life of the contracts, which is
estimated to be twenty years.

Long-t er m Debt

Long-term debt assuned on the acquisition of hotel properties is recorded
at their estimated fair value on the date of acquisition (the "fair value
anount"). The difference between the fair value anobunt and the face val ue
of the long-term debt has been anortized to interest expense on a
straight-line basis over the then average renai ning period until

maturity.

Revenue Recognition

Revenues from hotel operations are recogni zed when services are provi ded
and ultimate collection is reasonably assured.

Mont hly revenues fromlicence contracts are based on gross roomrevenue
as reported by the franchi sees and are recorded when earned with an
appropriate provision for estimted uncollectible amounts. Initial
franchi se fees are recorded as incone when the cash has been recei ved and
upon execution of binding contracts.

Hedgi ng rel ati onshi ps
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The Trust utilizes derivative financial instrunments primarily to manage
financial risks related to the use of comobdities. Hedge accounting is
applied when the derivative is designated as a hedge of a specific
exposure and there is reasonabl e assurance that the hedge will be
effective. Financial instrunents that are not designated as hedges are
carried at estimated fair values and gains and | osses arising fromthe
changes in fair values are recognized in inconme as a conponent of other
i ncone. The use of derivative financial instrunents is governed by
docunent ed ri sk managenent policies.

| ncome Taxes

Pursuant to the terns of the Declaration of Trust, the REIT is required
to make distributions or designate all taxable incone earned by the
REIT's unithol ders, including the taxable part of net realized capital
gains, and will deduct such distributions and designations for incone tax
pur poses. Therefore, no provision for inconme taxes is required on incone
earned by the REIT.

The REIT' s corporate subsidiaries are subject to tax on their taxable

i ncone. I ncone taxes are accounted for using the liability nethod,
whereby future incone tax assets and liabilities are determ ned based on
di fferences between the carrying anount of the bal ance sheet itens and
their correspondi ng tax values. Future incone taxes are conputed using
substantively enacted corporate incone tax rates for the years in which
tax and accounting basis differences are expected to reverse.

Executi ve Conpensation Pl an

The seni or executives participate in an incentive plan that involves the
issue of REIT units. A unit granted entitles the holder to receive on the
vesting date the then current fair market value of the unit plus the

val ue of the cash distributions that woul d have been paid on the unit if
it had been issued on the date of grant assum ng the reinvestnment of the
distribution into REIT units. The paynent wll be satisfied through the

i ssuance of units. The benefit resulting fromthe issue of units under
this plan is recorded as conpensati on expense, on a straight-line basis
over the vesting period, based on the market price of the REIT units on
the date of grant.

Liabilities and equity presentation
Ef fective for periods beginning on or after Novenber 1, 2004, the Cl CA
i ssued new gui dance with respect to accounting for financial instrunents.

This new standard requires certain financial instrunents that may be
settled in cash or by an issuer's equity instrunent, at the issuer's
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di scretion, by a variable nunber of the issuer's equity instrunents to be
presented as liabilities. The REIT has adopted this new standard as of
January 1, 2005 and as a result the liability conponent of the REIT s
converti bl e debentures has been reclassified fromequity to liabilities
and the interest and accretion on the debentures is now deducted in the
cal cul ation of net incone. The REIT has accounted for the change
retroactively with a restatenent of net income for the year ended
Decenber 31, 2004, reflecting a decrease of $10,875. This new standard
did not have any effect on net incone per unit.

3. Asset Acquisitions

On March 31, 2005, the REIT purchased the Holiday Inn Select QGakville. On
June 30, 2005, the REIT acquired a portfolio of seven hotels ("Hotel
Portfolio") and on August 2, 2005 the REIT purchased the Holiday |nn
Express Scar bor ough.

Each of the vendors of the Hotel Portfolio and the Holiday Inn Express
Scar borough is considered a related party of the REIT as defined in
Canadi an GAAP and in the Declaration of Trust. As a result, the Trustees
of the REIT established an i ndependent commttee conprised of the REIT s
| ndependent Trustees as defined in the Declaration of Trust to assess the
transaction. The independent conmittee retained its own | egal counsel for
t he purpose of this assessnent. The acquisitions have been recorded at

t he exchange anmount, which is the anount of consideration negoti ated

bet ween the parties.

On April 5, 2004, the REIT purchased the Holiday I nn Dartnouth, Nova
Scotia, and on April 7, 2004 the REIT purchased ei ght hotels, of which
six are Holiday Inn hotels located in Ontario, one Holiday Inn hotel

| ocated in Alberta and one Quality Hotel |ocated in Saskatchewan. On
July 1, 2004 the REIT purchased the Holiday Inn Oshawa, Ontario (the
"Acquired Hotel s").

The net assets acquired are as follows:

2005

Hol i day I nn Hol i day I nn

Sel ect Hot el Expr ess
Cakville Portfolio Scarborough Tot al 2004
Cash $ 4 $ 863 $ 2 $ 869 $ 1, 095
Current assets 91 2,046 75 2,212 2, 305
Hot el properties 29, 131 89, 976 10, 510 129, 617 127, 352
O her assets 295 2,700 282 3,277 -
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29, 521 95, 585 10, 869 135, 975 130, 752
Future incone tax
liability - (5, 735) - (5, 735) (3, 250)
Assunpti on of
existing long-term
| ease - - - - (2,052)
Current liabilities (95) (2,598) (37) (2, 730) (2,622)

The consi deration
pai d consists of
t he foll ow ng:

Cash $ 29,426 $ 62,052 $ 6,262 $ 97,740 $ 122,828
Units issued, net

of costs - 14, 200 4,570 18, 770 -
Loan payabl e - 11, 000 - 11, 000 -

The | oan payable was repaid in full prior to the end of the year.

4., Restricted Cash

The restricted cash of $6,079 (2004 - $17,024) is being held by the REIT
to undertake capital refurbishnents.

5. Hotel Properties
Decenber 31
Accunul at ed 2005 Net
Cost Depr eci ati on Book Val ue

Land $ 84, 339 $ - $ 84, 339
Bui | di ngs 974, 705 71, 838 902, 867
Furniture, fixtures and

equi prent 96, 467 41, 549 54,918
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Decenber 31
Accumnul at ed 2004 Net
Cost Depr eci ati on Book Val ue

(Restated -

Not e 20)
Land $ 72,091 $ - $ 72,091
Bui | di ngs 853, 963 48, 080 805, 883
Furniture, fixtures and
equi pnent 72,546 26, 066 46, 480

6. Licence Contracts
Decenber 31
Accunul at ed 2005 Net
Cost Anortization Book Val ue

Li cence Contracts $ 26, 320 $ 4,520 $ 21, 800
Decenber 31,
Accunul at ed 2004 Net

Cost Anorti zati on Book Val ue

7. Deferred Financing and O her Assets

As part of the purchase price allocation for the hotels acquired in 2005,
ot her assets of $3,277 were recorded for custoner relationships and
franchise rights. (Note 3)
Decenber 31
Accunul at ed 2005 Net
Cost Anorti zation Book Val ue

Def erred financing $ 12,544 % 5,955 % 6, 589

http://www.newswire.calen/rel eases/archive/M arch2006/10/c0878.html view=print (20 of 35)3/13/2006 4:46:46 AM



CNW Group

O her assets 4,476 505 3,971
$ 17, 020 $ 6, 460 $ 10, 560

Decenber 31

Accumul at ed 2004 Net

Cost Anorti zati on Book Val ue

(Restated -

Not e 20)

Def erred financing $ 10,618 % 3,893 % 6, 725
O her assets 674 40 634
$ 11, 292 $ 3,933 $ 7,359

8. Joint Ventures

The follow ng represents the proportionate share of the REIT s interest
in joint ventures:
Decenber 31, Decenber 31

2005 2004

Asset s $ 7,933 $ 7,734

Liabilities 7, 857 3,021

Revenues 5, 360 5,187

Expenses 2,751 2,737

Net i ncone 2,609 2,450
Cash flow from

Operating activities 3,633 (732)

Fi nanci ng activities (3,108) (3, 204)

I nvesting activities (25) (16)

9. Bank | ndebt edness

The REIT has a $25 million operating loan facility that bears interest at
Canadi an bank prinme plus 0.5% or Canadi an Bankers' Acceptance rate

plus 1.5% It is secured by nine hotel properties and is payable on
demand. The anobunt owi ng under this facility at Decenber 31, 2005 was
$7,100 (2004 - nil).
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10. Long-term Debt
Decenber 31, Decenber 31,

2005 2004
(Restated -

Not e 20)

Mort gages payabl e $ 433,913 $ 352,439
Capital |ease and other obligations 2,113 2,148
436, 026 354, 587

Less current portion 8, 539 6, 949
Total |ong-term debt $ 427,487 $ 347,638

Substantially all of the REIT s assets have been pledged as security
under various debt agreenents. At Decenber 31, 2005, |ong-term debt had a
wei ght ed average interest rate of 6.3% (2004 - 7.2% . The | ong-term debt

i s repayabl e in average nonthly paynents of principal and interest
totalling $2,998 (2004 - $2,730) per nonth, and nature at various dates
fromJuly 26, 2008 to October 1, 2017.

Schedul ed repaynent of long-termdebt is as foll ows:

2006 $ 8, 539
2007 9, 081
2008 151, 881
2009 6, 752
2010 123, 604
2011 and thereafter 136, 169

$ 436, 026

The estimated fair value of the REIT s |ong-termdebt at Decenber 31,
2005 was approxi mately $443, 138 (2004 - $362,277). This estimte was
determ ned by discounting expected cash outflows at the interest rates
currently being offered to the REIT for debt of the same renaining
maturities.

Long-term debt includes $72,130 (2004 - $53, 401) of nortgages payabl e,

which are subject to floating interest rates. Interest expense wl|l
i ncrease by $721 for every 1% increase in the base Bankers' Acceptance
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rate.

11. Converti bl e Debent ures

The details of the two series of convertible debentures are outlined in

t he tabl es bel ow

I nitial
Debent ur es

Series A
Debent ur es

Initial
Debent ur es

Series A
Debent ur es

Initial
Debent ur es

Series A
Debent ur es

Ori gi nal

| nt er est Face

| ssue Date Maturity Date Rat e Anount
July 26, 2002 June 30, 2007 9.75% $ 75,000
April 2, 2004 April 15, 2011 6. 25% 57, 500
$ 132,500

Hol der s’

Converted to Face Anount Conver si on Decenber

Trust Units Qutstanding Opti ons Accretion 31, 2005

$ 3,355 $ 71,645 $ 2,723 % 1,851 $ 70,773

210 57,290 2, 865 719 55, 144

Origi nal

| nt er est Face

| ssue Date Maturity Date Rat e Anmount
July 26, 2002 June 30, 2007 9.75% $ 75,000
April 2, 2004 April 15, 2011 6. 25% 57, 500
$ 132,500
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Hol der s
Converted to Face Anpbunt Conversi on Decenber
Trust Units Qutstanding Opti ons Accretion 31, 2004

Initial

Debent ur es $ 530 $ 74,470 $ 2,830 $ 1,248 $ 72,888
Series A

Debent ur es - 57, 500 2,875 308 54, 933

(a) Initial Debentures

The Initial Debentures bear interest at the rate of 9.75% per annum
payabl e sem -annually in arrears and nature on June 30, 2007. Each

$1 principal anmount of the initial debentures is convertible at the
option of the holder into 93.0233 units (representing a conversion price
of $10.75 per unit). These convertible debentures are redeenable, in
whole or fromtine totinme in part, on and after July 1, 2005 at the
option of the REIT, provided that the vol unme-wei ghted average tradi ng
price of the units for a stipulated period prior to the date on which the
notice of redenption is given exceeds 115% of the conversion price. The
REIT has the option to satisfy its obligation to pay the principal anount
of these convertible debentures due at maturity or upon redenption, in
whole or in part, by issuing the nunber of units equal to the principal
anmount of converti bl e debentures then outstanding divided by 95% of the
vol urme- wei ght ed average trading price of the units for a stipul ated
period prior to the date of redenption or maturity, as applicable. During
t he year ended Decenber 31, 2005, 262,782 units (2004 - 49,301 units)
were issued as a result of conversions of debentures at a price of $10.75
per unit.

I n accordance with GAAP, the hol der conversion option was val ued
separately fromthe convertible debentures at $2,850, being the estimted
fair market value of the option on the date the security was issued. The
debenture di scount equal to the value of the option is being accreted
over the termof the initial debentures. During the year ended

Decenber 31, 2005, $107 (2004 - $20) of the hol der conversion option was
reall ocated fromunitholders' equity to the convertible debenture
liability as accretion attributable to the converted debentures.

(b) Series A Debentures
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On April 2, 2004, the REIT raised a total anmpunt of $57,500 in
converti bl e debentures, which bear interest at an annual rate of 6.25%
payabl e sem -annually in arrears on April 15 and October 15 in each year.
These converti bl e debentures have a term of seven years and each

$1 principal amount is convertible at the option of the holder, into

80 units (representing the conversion price of $12.50 per unit). On or
after April 15, 2008 to April 14, 2010, the Series A Debentures may be
redeened by the REIT, in whole or in part, on not nore than 60 days and
on not |ess than 30 days prior notice, at a redenption price equal to the
princi pal amount thereof plus accrued and unpaid interest, provided that
t he vol une-wei ghted average trading price of the Units on the TSX for the
20 consecutive trading days ending on the fifth tradi ng day precedi ng the
date on which the notice of the redenption exceeds 125% of the conversion
price. On or after April 15, 2010, the Series A Debentures may be
redeened by the REIT at any time at a redenption price equal to the
princi pal amount thereof plus accrued and unpaid interest. During the
year ended Decenber 31, 2005, 16,800 units (2004 - nil) were issued as a
result of conversions of debentures at a price of $12.50 per unit.

The hol der conversion option was val ued separately fromthe convertible
debentures at $2,875. The hol der conversion option is being accreted over
the termof the Series A debentures. During the year ended Decenber 31,
2005, $10 (2004 - nil) of the hol der conversion option was reall ocated
fromunithol ders' equity to the convertible debenture liability as
accretion attributable to the converted debentures.

12. I ncone Taxes

The future inconme tax liability relates to tax and book basis differences
for assets held by corporate subsidiaries of the REIT and consists of the
fol | ow ng:

Decenber 31, Decenber 31,

2005 2004
Hot el properties $ 136,184 $ 132,159
Li cence contracts 3,925 4,062
Fi nanci ng costs and other assets 277 (106)

The provision for income taxes is summari zed as foll ows:

Year Ended Year Ended
Decenber 31, Decenber 31
2005 2004
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| ncone tax based on a conbi ned Feder al
and Provincial incone tax rate of 36%

(2004 - 34.18% $ 6,470 $ 6, 321
| nconme tax effect of statutory rate adjustnent 1, 045 -
Tax effect of incone attributable

to unithol ders (8,937) (8, 897)
Future incone tax recovery (1, 422) (2,576)
Large corporations tax 685 1, 058
Recovery of incone tax paid - (525)
| ncone tax recovery $ (737) $ (2,043)

In respect of the assets and liabilities of the REIT, where incone is
taxed directly in the hands of the unithol ders, the net book val ue for
accounting purposes of those net assets exceeds their tax basis by an
anount of approxi mately $89, 117 (2004 - $89, 400).

13. Guar ant ees

The REIT is required to disclose its obligations undertaken in issuing
certain guarantees on the date the guarantee is issued or nodified. Were
the REIT expects to make a paynent in respect of the guarantee, a
liability will be recognized to the extent that one has not yet been
recogni zed.

The REIT has not provided to third parties any significant guarantees
ot her than the foll ow ng:

Trustee and O ficer Indemification Agreenents

The REIT has entered into indemification agreenents with its trustees
and officers to indemnify them to the extent permtted by |aw, against
any and all charges, costs, expenses, anmounts paid in settlenent and
damages incurred by the trustees and officers as a result of any |awsuit
or any other judicial, adm nistrative proceeding in which the trustees
and officers are sued as a result of their service. These indemification
clainms will be subject to any statutory or other legal |imtation period.
The nature of the indemification agreenents prevents the REIT from
maki ng a reasonabl e estimate of the maxi mum potential amount it could be
required to pay to counter parties. The REIT has purchased trustees' and
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officers' liability insurance. No anpbunt has been recorded in the
financial statenments with respect to these indemification agreenents.

| ndemmi fication of Underwiters

The REIT has entered into agreenents that provide for indemification in
underwiting agreenents. These indemifications generally require the
REIT to indemmify the underwiters for costs incurred as a result of

| osses fromlitigation that may be suffered by the underwiters arising
fromthe transactions. These types of indemnifications nornmally extend
over an unspecified period of time and do not provide for any limt on

t he maxi mum potential anount.

14. Commi tnents and Conti ngenci es
Lease Commitnents
The REIT is commtted under various equi pnent operating |eases to mninmm

annual rental paynents and under long-termland | eases to m ni nrum annual
paynents as foll ows:

Oper ati ng Land
Leases Leases Tot al
2006 $ 626 $ 2,020 $ 2,646
2007 505 2,079 2,584
2008 402 2,080 2,482
2009 348 2,100 2,448
2010 217 2,100 2,317
2011 and thereafter 69 79, 980 80, 049

The | and | eases expire between 2023 and 2088. Rentals that are determ ned
as a percentage of revenues with no m ni mrum anounts are excluded from
t hese fi gures.

Conti ngenci es

The REIT is subject to lawsuits and clains arising in the ordinary course
of busi ness. Managenent believes that the resolution of such matters wll
not have a material adverse effect on the REIT s financial position or

future results of operations.

15. Unithol ders' Equity
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The REIT is authorized to issue an unlimted nunber of units, each of
whi ch represents an equal undivided beneficial interest in any
distributions fromthe REIT. All units are of the sane class wth equa
rights and privil eges.

Units Anmpunt
Bal ance as at Decenber 31, 2003 41, 247, 862 $ 389, 310
Units issued under public offering,
net of costs 4,187, 000 45, 281
Units issued under distribution
rei nvestnent plan 297, 349 3,168
Units issued on conversion of debentures 49, 301 530
Units issued for vested executive conpensation 20, 573 220
Units issued under trustee conpensation plan 12, 986 143
Bal ance at Decenber 31, 2004 45, 815, 071 $ 438, 652
New units issued, net of costs 1, 553, 345 18, 770
Units issued under distribution
rei nvestnent plan 280, 263 3, 303
Units issued on conversion of debentures 279, 582 3,035
Units issued for vested executive conpensation 22,681 283
Units issued under trustee conpensation plan 10, 221 121
Bal ance at Decenber 31, 2005 47,961, 163 $ 464, 164

Trust ee Conpensation Pl an

The nmenbers of the Board of Trustees receive 50% of their annual retainer
in units (based on the then current market price of the units). The REIT
has set aside 100,000 units in reserve for this purpose. The bal ance in
this reserve account is 61,926 units. Under the Trustee Conpensation Pl an
10,221 units were issued (2004 - 12,986 units) during the year ended
Decenber 31, 2005.

Executi ve Conpensation Pl an

The seni or executives participate in the executive conpensation plan
under which units are granted by the Board of Trustees fromtinme to tine.
The REIT has reserved a maxi mum of 1,000,000 units for issuance under the
pl an. The bal ance is this reserve account is 887,023 units. A unit
granted through the plan entitles the holder to receive on the vesting
date the then current fair market value of the unit plus the value of the
cash distributions that woul d have been paid on the unit if it had been
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i ssued on the date of grant assum ng the reinvestnent of the distribution
into REIT units. The paynent will be satisfied through the issuance of
units.

The follow ng table summari zes the status of the executive conpensation
pl an at Decenber 31, 2005:

Units

Unvest ed Accurul at ed
Executi ve from Tot al
units Distributions Units
July 18, 2002 - granted 49, 500 12, 237 61, 737
January 1, 2003 - granted 17, 846 6, 588 24, 434
January 1, 2004 - granted 10, 218 2,197 12, 415
January 1, 2005 - granted 13,118 1,273 14, 391
July 26, 2003 - units vested (16, 500) (1, 983) (18, 483)
July 26, 2004 - units vested (16, 500) (4,073) (20, 573)
July 26, 2005 - units vested (16, 500) (6, 181) (22, 681)
41, 182 10, 058 51, 240

On March 2, 2005, the Board of Trustees approved the granting of
13,118 units effective as of January 1, 2005. These units vest equally on
the third and fourth anniversary of the effective date of grant.

Di stribution Reinvestnent Plan ("DRIP")

The REIT has a DRI P whereby eligible Canadi an unitholders may elect to
have their distributions of inconme fromthe REIT automatically reinvested
in additional units. Unitholders who so elect will receive a further
bonus distribution of units equal in value to 3% of each distribution

t hat was rei nvest ed.

16. Per Unit Information

Per unit calcul ations are based on the follow ng:

Year Ended Year Ended
Decenber 31, 2005 Decenber 31, 2004
Wi ght ed Wi ght ed

Average Units Average Units

Net incone from
conti nui ng operations
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- basic $ 18, 708 46, 886, 192 $ 20,535 44, 555, 646
Dilutive effect of

executive conpensati on

pl an - 63, 282 - 64, 880
Net incone from

conti nui ng operations

- diluted $ 18, 708 46, 949, 474 $ 20,535 44,620, 526
Year Ended Year Ended

Decenber 31, 2005 Decenber 31, 2004

Wei ght ed Wei ght ed

Average Units Average Units

Net inconme - basic $ 16, 950 46, 886, 192 $ 20,535 44, 555, 646

Dilutive effect of

executive conpensation

pl an - 63, 282 - 64, 880
Net income - diluted $ 16,950 46, 949, 474 $ 20,535 44,620, 526

The inpact of the convertible debentures has been excluded from
cal cul ati ons because the inpact of this conversion would not be dilutive.

Di stributable income per unit cal culations are based on the foll ow ng
(Note 17):

Year Ended Year Ended
Decenber 31, 2005 Decenber 31, 2004
Wi ght ed Wei ght ed
Average Units Average Units
Di stri butable i ncone
- basic $ 48,721 46, 886, 192 $ 44, 269 44,555, 646
Convertibl e debentures
i nt er est 3, 596 4,597, 646 9, 948 10, 358, 589
Dilutive effect of
executive conpensation
pl an - 63, 282 - 64, 880
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Di stri butable i ncone
- diluted $ 52, 317 51,547, 120 $ 54,217 54,979, 115

17. Distributable I ncone

Distributions to unitholders are conputed based on distributable incone
as defined by the Declaration of Trust.

Distributable inconme is a neasure of cash flow that is not defined under

Canadi an GAAP, and accordingly, nmay not be conparable to simlar neasures
used by other issuers. Distributable inconme per unit has been cal cul ated

on a basis consistent with that prescribed by Canadi an GAAP f or

cal cul ating earnings per unit.

Distributable incone is defined as net incone in accordance w th Canadi an
GAAP, subject to certain adjustnents as set out in the Declaration of
Trust, including addi ng back or deducting depreciation and anorti zati on,
anortization of fair value debt adjustnent, future incone tax recovery,

t he amount cal cul ated, at 4% of hotel revenues, for the reserve for the
repl acenent of furniture, fixtures and equi pnment and capit al

i nprovenents, the accretion on convertible debentures that is included in
t he conputation of net incone, non-cash executive and trustee
conpensation, the net of deferred | and | ease expense and retail |ease

i ncome and excl uding any gains or |osses on the disposition of real
property or the wite down on assets held for sale.

Year Ended Year Ended
Decenber 31, Decenber 31

2005 2004
Net i ncone $ 16, 950 $ 20, 361
Add (deduct)
Depreci ation and anortization 43, 256 36, 938
Anortization of fair value debt adjustnent - (809)
Future incone tax recovery (1, 464) (2,576)
Reserve for replacenent of furniture, fixtures
and equi pnment and capital inprovenents (13,175) (11, 170)
Converti bl e debentures accretion 1,014 927
Non- cash executive and trustee conpensation 362 494
Deferred | and | ease expense and retail
| ease i ncome, net 56 104
Witedown of assets held for sale 1,722 -
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31,771 23, 908

D stri butable i ncone 48, 721 44, 269
Distributions in excess of distributable income 4,163 5, 895
Di stributions $ 52, 884 $ 50, 164
Di stributable incone per unit - basic $ 1.039 $ 0. 994
- diluted $ 1.015 $ 0. 986

18. Managenent Agreenents

On July 26, 2002, the REIT entered into a Managenent Agreenent for hotel
managenent and accounting services and an Adm ni strative Services
Agreenent ("the Agreenents") with Westnont Hospitality Managenent Canada
Limted ("Westnont").

The Agreenents have an initial termof 10 years with two successive
five-year renewal terns, subject to the consent of Wstnont and approval
of the REIT. The Agreenents will expire July 25, 2012. The Agreenents
provide for the paynment of an annual nanagenent fee to Westnont in an
anount equal to 3.375% of gross revenues during the termof the
Agreenents, including renewal periods. In addition, Westnont may receive
an annual incentive fee if the REIT achieves distributable incone in
excess of $1.25 per unit. No managenent incentive fees were paid during
the period. Accounting fees are cal cul ated based on a fixed charge per
room whi ch i ncreases by the Consuner Price Index change annually.

In addition to the base nmanagenent fee and incentive fee, Westnont is
entitled to reasonable fees based on a percentage of the cost of
purchasing certain goods and supplies and certain construction costs and
capital expenditures, fees for accounting services, reasonable

out - of - pocket costs and expenses (other than general and adm nistrative
expenses or overhead costs except as otherw se provided in the

Adm ni strative Services Agreenent) and project nmanagenent and genera
contractor service fees related to hotel renovati ons managed by West nont.

During the years ended Decenber 31, 2005 and 2004, the fees charged to
the REIT pursuant to the Agreenents were as foll ows:

Year Ended Year Ended
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Decenber 31, Decenber 31

2005 2004
Fees from conti nui ng operations:
Managenent fees $ 11, 022 $ 9, 234
Accounti ng services
(included in hotel operating expenses) 2,093 1, 861
Adm ni strative services
(included in corporate and adm ni strative
expenses) 502 507
Proj ect managenent and general contractor
services
(capitalized in hotel properties) 683 369
Fees from di sconti nued operations 315 278

In addition, salaries of REIT enpl oyees paid by Westnont and rei nbursed
by the REIT were $185 (2004 - $166). Included in accounts payabl e and
accrued liabilities are anmounts outstandi ng at Decenber 31, 2005
totalling $977 (2004 - $863).

19. Segnented Financial Information

The REIT operates hotel properties throughout Canada. Information rel ated
to these properties by geographic segnent is presented below The REIT
primarily eval uates operating performance based on hotel operating
income. All key financing, investing and capital allocation decisions are
central |y managed.

West ern Ontario Quebec Atlantic Tot al

Year ended Decenber

31, 2005

Hot el revenues $ 33,544 $ 198,760 $ 58,925 $ 35,363 $ 326,592
Hot el expenses 23, 203 141, 012 38, 110 22,521 224, 846
Hot el operating

i ncone $ 10,341 $ 57,748 $ 20,815 $ 12,842 $ 101, 746
Year ended Decenber

31, 2004

Hot el revenues $ 29,219 $ 157,023 $ 54,748 $ 32,649 $ 273,639
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Hot el expenses 20, 795 105, 934 35, 023 19, 986 181, 738
Hot el operati ng
I ncome $ 8,424 $ 51,089 $ 19,725 $ 12,663 $ 91,901

Capi tal expenditures
Year ended Decenber

31, 2005 $ 2,555 $ 19,673 $ 2,369 $ 6,250 $ 30, 847
Year ended Decenber
31, 2004 $ 1,470 $ 8,044 $ 2,004 $ 1,824 $ 13,342

Hot el properties
Decenmber 31, 2005 $ 75,682 $ 662,218 $ 193,843 $ 110,381 $1,042, 124
Decenber 31, 2004 $ 77,266 $ 553,216 $ 185,155 $ 108,817 $ 924,454

20. Assets Held for Sale and D scontinued Operations

On March 31, 2005, the REIT reclassified three hotel properties to assets
hel d for sale. These assets were not classified as assets held for sale
at Decenber 31, 2004, as they did not neet the criteria at that tine. The
results fromthese hotels are reported separately within the consoli dated
financial statenents as discontinued operations and conparative anounts
have al so been reclassified.

When these hotels were classified as held for sale, the REIT wote down
the hotels to estinated fair value, resulting in a charge of $1,471.
There was $251 in additional closing costs for the three hotels upon
sal e. One sale included a vendor take-back nortgage of $200 that bears
interest at 10% per annum with a two-year term Mrtgage debt of $5,497
was repaid on closing.

Di scontinued operations for the years ended Decenber 31, 2005 and 2004
are as follows:

2005 2004

Hot el revenues $ 2,797 % 5, 657
Hot el expenses

Oper ati ng expenses 2,078 3,914
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Property taxes, rent and insurance 252 609
Managenent fees 94 191
2,424 4,714

Hot el operating incone 373 943
| nt erest on nortgages 238 438
Depreciation and anortization 171 679
409 1,117

Loss from di sconti nued operations (36) (174)
Wite down of assets held for sale (1, 722) -
Net | oss from di scontinued operations $ (1,758) $ (174)

21. Conparative Information

Certain prior period amounts have been reclassified to conformto the
current presentation.

>>
YSEDAR: 00018005E

For further information: Kenneth D. G bson, President and Chi ef
Executive Oficer, Tamara L. Lawson, Chief Financial Oficer and Secretary,
Tel : (905) 206-7100, Fax: (905) 206-7114, Wbsite: ww.innvestreit.com
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