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AREAL EETATE IHYESBTHWEENT THRIATN

Attention Business/Financial Editors:

Legacy Hotels Real Estate Investment Trust reports second quarter results

TORONTO, July 21 /CNW - Legacy Hotels Real Estate |nvestnent Trust
("Legacy") (TSX: LGY.UN) today announced its unaudited financial results for
the three and si x nmonths ended June 30, 2005. Al anpunts are in Canadi an
dol I ars unl ess ot herw se indi cat ed.

“Whil e inproving, the Canadi an | odgi ng industry's recovery has been nore
gradual than previously anticipated. Second quarter performance varied across
the country with sone markets such as Calgary and Qttawa reali zi ng year-over-
year growth," conmented Neil J. Labatte, Legacy's President and Chi ef
Executive Oficer. "Cty-centre hotels in Toronto, Mntreal and Vancouver
experienced a conpetitive group environnment. Qur Fairnont managed portfolio
was nost inpacted by this trend given its greater relative presence in these
key markets as conpared to our Delta nanaged portfolio. This year's group
booki ng pattern is weighted to the second half of the year."

“"Overall, our portfolio benefited fromcontinued strength in the
transi ent corporate segnent and nodest inprovenent within the |eisure
segnents. Qur two U S. hotels continue to deliver exceptional growh wth
revenue per avail able room ("RevPAR') increasing 18% when neasured in US
dol l ars," continued Labatte.

Second Quarter Summary

- Second quarter RevPAR increased nodestly, up 0.4% as a result of
mar gi nal inprovenents in both average daily rate ("ADR') and
occupancy. Qur Delta nanaged portfolio grew RevPAR 3. 3% conpared to a
0. 6% RevPAR decline at our Fairnont managed portfolio.

- Total revenues were relatively unchanged at $208.0 mllion conpared
to $207.7 mllion in the prior period. Gowh fromour Delta managed
portfolio buoyed overall revenues for the quarter.

- Simlarly, hotel EBITDA(1l) results varied by brand portfolio.

Overall, hotel EBITDA decreased to $48.5 million in the quarter
conpared to $51.2 million in the prior period.

- Legacy reported net inconme of $4.6 mllion ($0.05 per unit) conpared
to $7.8 mllion ($0.08 per unit) in 2004.

- For the quarter, distributable income(1l) was $16.4 mllion ($0.16 per
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unit) conpared to $20.6 nmillion ($0.19 per unit) in the prior period.
- Legacy generated diluted funds fromoperations(1l) ("FFO') of $0.23
per unit conpared to $0.26 per unit for the sane period | ast year.

"We are continuing to enploy aggressive hotel operating and asset
managenent efforts, in conjunction with our brands and hotel nmanagenent
t eans,
to maxi m ze performance throughout our portfolio," said Labatte. "In
addi ti on,
we remai n focused on pursuing alternative ways of unlocking value from our
assets."

Legacy wll host a conference call this afternoon July 21, 2005 at
2:30 p.m Eastern Tinme to discuss these results. Please dial 416-405-9328
or
1-800- 387-6216 to access the call. You will be required to identify yourself
and the organi zati on on whose behal f you are participating. A recording of
this call will be nmade avail abl e beginning at 4:30 p.m on July 21, 2005
through to July 28, 2005. To access the recording please dial 416-695-5800 or
1- 800- 408- 3053 and use the reservati on nunmber 3156449.

A live audi o webcast of the conference call will be avail able via
Legacy' s website (www. | egacyhotels.ca). An archived recordi ng of the webcast
will remain available on the website until the follow ng earnings conference

call.

Legacy has published a Suppl enental |nformation Package for the three and
si x nont hs ended June 30, 2005, which provides a summary of corporate and
portfolio data. Investors are encouraged to access the Suppl enent al

I nformati on Package on Legacy's website at , |l ocated on

t he

I nvestor Information page in the "Reporting - Quarterly Reports"” section. The
Suppl enental I nformation Package will al so be provided upon request. Requests
may be made by e-mail to or by phoni ng

1-866-627-0641.

Legacy is Canada's premer hotel real estate investnent trust with 24
| uxury and first-class hotels and resorts with over 10,000 guestroons | ocated
in Canada and the United States. The portfolio includes | andmark properties
such as Fairnont Le Chateau Frontenac, The Fairnont Royal York, The Fairnont
Enpress and The Fairnont A ynpic Hotel, Seattle. Legacy units and convertible
debentures trade on the Toronto Stock Exchange under the synbols LGY. UN and
LGY. DB.

MANAGEMENT' S DI SCUSSI ON AND ANALYSI S FOR THE THREE AND SI X MONTHS ENDED
JUNE 30, 2005

Managenent's di scussi on and anal ysis ("MD&A") should be read in
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conjunction with the interi munaudited consolidated financial statenents and
notes contai ned herein. The interimconsolidated financial statenents of
Legacy Hotels Real Estate |Investnment Trust ("Legacy" or the "Trust") are
prepared in accordance with Canadi an general ly accepted accounting principles
("GAAP"). The interimconsolidated financial statenents and MD&A are
present ed
i n Canadi an dol | ars unl ess ot herw se st ated.

Legacy uses non- GAAP financial neasures to assess its operating
performance. Securities regulators require that conpani es caution readers
t hat
ear ni ngs and ot her nmeasures adjusted to a basis other than GAAP do not have
st andar di zed neani ngs and are unlikely to be conparable to simlar neasures
used by ot her conpani es. A discussion of non-GAAP financial neasures used by
the Trust, including a reconciliation to GAAP financial neasures can be found
under ' Non- GAAP Fi nanci al Measures'.

Additional information relating to the Trust can be found on the Canadi an
Securities Adm nistrators' Systemfor Electronic Docunent Analysis and
Retrieval ("SEDAR') |ocated at \

The MD&A contains forward-1ooking informati on based on nmanagenent's best
estimates and the current operating environnment. These forward-I| ooking
statenents are related to, but not limted to, Legacy's operations,
antici pated financial performance, business prospects and strategies.

For war d-

| ooki ng information typically contains statenents with words such as
“anticipate", "believe", "expect", "plan" or simlar words suggesting future
out cones. Such forward-|ooking statenents are subject to risks, uncertainties
and other factors, which could cause actual results to differ materially from
future results expressed, projected or inplied by such forward-I|ooking
statenents. Such factors include, but are not limted to econom c,
conpetitive

and | odging industry conditions. Please refer to Legacy's Annual |nformation
Form which can be found on SEDAR, for a list of the risks inherent in the
activities of the Trust. Legacy disclains any intention or obligation to
update or revise any such forward-| ooking statenents, whether as a result of
new i nformation, future events or otherw se.

For 2005, industry expectations by Pannell Kerr Forster Consulting Inc.
("PKF") are that RevPAR for the Canadi an | odging industry will increase by
approximately 4%driven by rate growh and continued i nprovenents in
occupancy. The full-service segnent is forecasted to | ead overall RevPAR
growmh in the industry, growing at an estimted 5%

According to PKF, year-to-date to the end of May, the overall Canadi an
| odgi ng i ndustry and the full-service segnment have each realized year-over-
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year growth exceeding 4% Not all markets across Canada are performng at the
sane level with the larger city-centre markets such as downtown Toront o,
Montreal and Vancouver each showi ng year-over-year declines. Approximtely
40%
of Legacy's roominventory is located in these three downtown city-centre
mar ket s.

The U.S. lodging industry is benefiting fromnmuch stronger growth trends,
whi ch should drive performance at our two U S. properties. For 2005, current
I ndustry expectations are that U S. RevPAR growth wi || approximate 8% The
| uxury segment is forecasted to |ead this RevPAR growth, growi ng at an
estimted 11%

The U.S. industry's year-to-date performance to the end of May 2005 is in
line with this annual outlook with the industry as a whole up about 8% and
t he
| uxury segment showi ng growh of 11% The Seattle and Washi ngton, D.C.
mar ket s
have each exceeded the overall industry average to date in 2005.

FI NANCI AL HI GHLI GHTS (unaudi t ed)

Three nont hs ended Si x nmont hs ended
In mllions, except per June 30 June 30
unit anounts 2005 2004 2005 2004
Revenues $ 208.0 $ 207.7 $ 351.9 $ 357.8
Hot el EBI TDA 48. 5 51.2 52. 4 62. 3
Net incone (| oss) 4.6 7.8 (26. 8) (17.5)
Di stributable income (loss) 16. 4 20. 6 (8.0) 4.6
Funds from operations 23. 7 26. 6 3.9 14. 4
Diluted net inconme (Il oss)
per unit $ 0.05 $ 008 $ (0.31) $ (0.20)
Diluted distributable incone
(loss) per unit 0.16 0.19 (0.08) 0. 04
Diluted funds from operations
("FFO') per unit 0.23 0. 26 0. 04 0.14
Di stributions declared per unit 0. 08 0. 08 0.16 0. 08
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COVPARABLE OPERATI NG STATI STI CS(1) (unaudi t ed)

Three nont hs ended

2005

Revenue per
avai | abl e room
(" RevPAR") $129.
Aver age daily

09
8%

87

89

June

30

2004 Vari ance

$129.

$178.
72.

$158.

1109.

16

07

5%

93

08

0.

0.
0.3 pts

(6.

4%

0%

39

Si x nont hs ended

2005

$107.

$167.
64.

$114.

106.

88

02
6%

80

34

June

30

2004

$108.

$164.
66.

$123.

105.

76

90
0%

06

37

Vari ance

(0.

1.

8%

3%

(1.4 pts)

(6.

&%

rate ("ADR') $178
Cccupancy 72.
RevPAR -
Fai r mont
British
Col unbi a $148.
Al berta,
Saskat chewan
and
Mani t oba 121
Ontario and
Quebec 136.
United States
(in Cdn$) 214,
Tot al $146

RevPAR - Delta
Al berta,
Saskat chewan
and
Mani t oba $ 85.
Ontari o and
Quebec 103.
Atlantic
Canada 99.

$ 82.

$ 81.

$ 77.

THREE MONTHS ENDED JUNE 30, 2005

Revenues
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Second quarter revenues were relatively unchanged at $208.0 million (2004
- $207.7 mllion). Mdest growth in occupancy contributed to year-over-year
I nprovenents in roons and food and beverage revenues during the quarter. This
grom h was sonewhat offset by a $1.0 nmillion decline in other incone
resul ting
primarily fromneeting roomrental inconme declines.

Performance by market varied across the country. Sone markets such as
Calgary and Otawa benefited from good year-over-year ADR growth. Larger
city-
centre narkets such as Toronto, Montreal and Vancouver were inpacted by a
conpetitive group environnment. CQur Fairnont nmanaged portfolio was nost
| npacted by the group trends given its greater relative presence in these key
mar kets as conpared to our Delta managed portfolio. This year's group booking

pattern is weighted to the second half of the year. Overall, our Canadi an
portfolio benefited fromcontinued strength in the transient corporate
segment

buoyed by positive econom c indicators. Transient |eisure and tour revenues
showed nodest year-over-year growh driven by overall rate increases.
Donesti c

and international |eisure demand has shown growth whereas overall U S trave
demand to Canada has been weaker than expected.

Qur two U.S. hotels continue to outperformthe Canadi an portfoli o,
delivering strong year-over-year growth. These results were partially offset
by the Canadi an dollar's approxi mate 8% appreciation in the second quarter of
2005 as conpared to 2004. Assum ng a constant exchange rate fromthe prior
peri od, Canadi an equi val ent revenues woul d have been approxi mately
$1.5 million higher than reported.

Overall, second quarter RevPAR grew 0.4% as a result of nopdest occupancy
growt h of 0.3 points.

At the Fairnont nanaged properties, nodest occupancy declines and
essentially flat ADR contributed to a 0.6% RevPAR decrease to $146. 10 (2004 -
$146.95). Second quarter RevPAR benefited fromstrength at our U S
properties. In U S dollars, RevPAR at our U S. hotels increased
appr oxi matel y
18% during the quarter. Softness in Toronto, Montreal and the British
Col unmbi a
region offset RevPAR growth throughout the bal ance of the Fairnont managed
mar ket s.

At the Delta managed properties, RevPAR inproved 3.3%to $97.54 (2004 -
$94.38) driven by a 2.0 point increase in occupancy and 1.2% ADR gr ow h.

Oper ati ng Expenses
Operating expenses increased 2.2%to $137.3 mllion (2004 -

$134.3 million) primarily resulting fromincreases in wages and benefits as
conpared to the prior period. Qur second quarter gross operating profit
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declined to $70.7 mllion (2004 - $73.4 mllion). G oss operating margin,
defined as gross operating profit as a percentage of revenues was 34. 0%
(2004 -

35.3% . Margins growth fromour Delta nanaged portfolio was offset by
performance from our Fairnont managed portfolio. The RevPAR shortfall at our
Fai rnmont managed portfolio inpacted nmargins given these hotels' fixed cost
structures.

Hot el managenent fees, both base and incentive, represented approxi mately
3.2% of revenues during the quarter (2004 - 3.2%. This percentage is
relatively unchanged since few properties are incurring incentive fees at
current operating |evels.

Wth no neani ngful changes within our portfolio, property taxes, rent and
i nsurance were relatively unchanged at $15.6 million (2004 - $15.6 mllion).

During the quarter, we successfully settled a new | abour agreenent wth
enpl oyees at Fairnont Chateau Laurier. Tentative | abour agreenents have
recently been reached at Fairnont The Queen Elizabeth and Delta Centre-Ville
pendi ng enpl oyee approval. Negotiations are underway in Toronto and in
Vancouver with an additional three |abour contracts scheduled to expire in
2005. Although it is not possible to predict the outcone of negotiations,
managenent is hopeful that satisfactory settlenents can be reached.

Hot el EBI TDA

The | ower gross operating profit led to a second quarter hotel EBITDA
decline to $48.5 million (2004 - $51.2 million). Hotel EBITDA nmargin, defined
as hotel EBITDA as a percentage of revenues, was 23.3% (2004 - 24.7% . Annual
hot el EBI TDA margi ns are expected to be flat to up nodestly as we focus on
bot h i ncreasing revenues and managi ng costs throughout the portfolio. Overall
mar gi ns remai n bel ow historical |evels.

O her Itens

Anorti zation

Anorti zation expense was relatively unchanged at $19.0 mllion for the
second quarter (2004 - $18.7 million) due to regular maintenance capital and
nodest profit-inproving capital investnent activity in the portfolio over the
past year.

Trust Expenses

Trust expenses of $4.0 mllion (2004 - $3.6 nillion) reflect added
adm ni strative costs for the Trust.

| nt erest Expense, Net

Net interest expense was relatively unchanged at $20.7 mllion (2004 -
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$20.8 nmillion). Lower average debt bal ances in 2005 conpared to 2004 were
sonewhat of fset by higher average interest rates as floating rate bank debt
was replaced with long-termfixed-rate nortgages. |Interest expense includes
$2.9 million (2004 - $2.9 million) relating to the convertible debentures
interest and $0.3 million (2004 - $0.3 million) in anortization of
convertible

debenture issuance costs and accretion of the face anbunt. (See Note 2 of the
Interimfinancial statenents for changes in accounting policy) Interest
expense al so includes anortization of debt issuance costs of $1.1 mllion
(2004 - $1.1 million).

| ncome Tax Expense (Recovery)

Current incone tax represents |large corporation taxes payable by certain
subsi di ary conpani es. The future tax recovery of $0.7 mllion (2004 -
$1.2 million) is primarily generated by U S. subsidiary corporations that
accunul ate tax losses during the initial periods after acquisition. These
| osses will be applied against the subsidiaries' taxable inconme in future
years.

Net | ncone

Net incone for the second quarter was $4.6 mllion or $0.05 per diluted
unit (2004 - $7.8 million or $0.08 per diluted unit). Lower hotel EBITDA | ed
to the majority of this decline. Non-controlling interest was $0.8 million
(2004 - $1.3 million) resulting fromLegacy's |ower net incone.

Di stri butable | ncone

Second quarter distributable incone was $16.4 mllion or $0.16 per
diluted unit (2004 - $20.6 mllion or $0.19 per diluted unit). D stributable
I ncome was inpacted by the lower net inconme during the period as well as a
reduction of $1.5 million in cash receipts on managenent contracts. The cash
recei pts have been structured on a declining annual scale and will be fully
received by the end of the current fiscal year.

SI X MONTHS ENDED JUNE 30, 2005
Revenues

For the six npnths ended June 30, 2005, revenues declined 1.6%to
$351.9 million (2004 - $357.8 million). Lower occupancies during the first
guarter resulted in the overall year-to-date decline. Softer year-over-year
performance in major destinations, notably Toronto, Montreal and British
Colunbia, led to year-to-date decreases in revenues. Qur Fairnont nanaged
portfolio was nost inpacted by these trends given its greater relative
presence in these destinations as conpared to our Delta managed portfolio.
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When neasured in local currency, our two U S. hotels each experienced
revenue growt h driven by strong ADR i nprovenent. These results were partially
of fset by the Canadi an dollar's approxi mate 8% appreci ation for the six
nont hs
ended June 30, 2005 as conpared to the prior period. Assum ng a constant
exchange rate fromthe prior period, Canadi an equi val ent revenues woul d have
been approximately $3.0 mllion higher than reported.

Overall, year-to-date RevPAR declined 0.8% ADR growh of 1.3% was offset
by overall occupancy declines in the first quarter.

At the Fairnont managed properties, ADR growmh of 1.8%was offset by a
2.1 point decline in occupancy. RevPAR declines in our Canadian portfolio
of fset RevPAR strength at our U S. properties. As a result, RevPAR for the
Si X
nont hs ended June 30, 2005 decreased to $107.88 (2004 - $108.76).

The Delta nmanaged properties benefited froma 1.1% RevPAR i nprovenent to
$82.91 (2004 - $82.01) driven by nodest growh in ADR and relatively fl at
occupancy.

Oper ati ng Expenses

For the six nonths ended June 30, 2005, operating expenses increased 1.6%
to $257.9 mllion (2004 - $253.9 million) primarily resulting fromincreases
i n wages and benefits as conpared to the prior period. G oss operating profit
for the period declined to $94.0 million (2004 - $103.9 mllion). Goss
operating margin was 26.7% (2004 - 29.09%.

Hot el managenent fees, both base and incentive, represented approximtely
3.1% of revenues during the year-to- date period (2004 - 3.19%. This
percentage is relatively unchanged since few properties are incurring
I ncentive fees at current operating |evels.

Wth no neaningful changes within our portfolio, property taxes, rent and
i nsurance were relatively unchanged at $30.7 mllion (2004 - $30.6 mllion).

Hot el EBI TDA

The | ower gross operating profit led to a year-to-date hotel EBI TDA
decline to $52.4 million (2004 - $62.3 million). Hotel EBITDA nargin, defined
as hotel EBITDA as a percentage of revenues, was 14.9% (2004 - 17.4% . Annual
hot el EBI TDA margins are expected to be flat to up nodestly as we focus on
bot h i ncreasi ng revenues and managi ng costs throughout the portfolio. Overall
mar gi ns remai n bel ow historical |evels.

O her Itens

Anmorti zati on

For the six nonths ended June 30, 2005, anortization expense was
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relatively unchanged at $37.9 nmillion (2004 - $37.6 mllion) due to regul ar
mai nt enance capital and nodest profit-inproving capital investnent activity
in

the portfolio over the past year.

Trust Expenses

Trust expenses of $7.2 million (2004 - $6.4 mllion) reflect added
adm ni strative costs for the Trust.

| nt erest Expense, Net

Net interest expense was relatively unchanged at $41.1 million (2004 -
$41.2 mllion). Lower average debt bal ances in 2005 conpared to 2004 were
sonmewhat of fset by higher average interest rates as floating rate bank debt
was replaced with long-termfixed-rate nortgages.

| ncome Tax Expense (Recovery)

Current incone tax represents |arge corporation taxes payable by certain
subsi di ary conpani es. The year-to-date future tax recovery of $2.8 million
(2004 - $2.8 million) is primarily generated by U S. subsidiary corporations
that accunul ate tax |losses during the initial period after acquisition. These

| osses will be applied against the subsidiaries' taxable inconme in future
years.

Net Loss

Net | oss for the six nonths ended June 30, 2005 was $26.8 mllion or a

net |loss of $0.31 per diluted unit (2004 - net loss of $17.5 mllion or net
| oss of $0.20 per diluted unit). Lower hotel EBITDA led to the majority of
t hi s decline.

Di stributable Income (Loss)

Year-to-date distributable |oss was $8.0 mllion or distributable |oss of
$0.08 per unit (2004 - distributable incone of $4.6 mllion or $0.04 per
unit). Distributable income was inpacted by the | ower net inconme during the
period as well as a reduction of $2.9 mllion in cash recei pts on nanagenent
contracts. The cash recei pts have been structured on a declining annual scale

and will be fully received by the end of the current fiscal year.
In mllions,
except per
uni t 2005 2004 2003

anount s Jun 30 Mar 31 Dec 31 Sep 30 Jun 30 Mar 31 Dec 31 Sep 30
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Revenues

and

Ear ni ngs
Tot al

revenues $208.0 $144.0 $186.9 $209.3 $207.7 $150.2 $178.9 $189.0
Hot el

EBI TDA 48. 5 3.9 33.2 56. 0 51.2 11.1 26. 8 48. 2
Net i ncone

(1 oss) 4.6 (31.4) (7.3) 11.8 7.
Di stributable

i ncone

(1 oss) 16. 4 (24. 4) 1.3 23. 7 20. 6 (15.9) (11.7) 18.9
Funds from

oper ati ons

("FFO") 23. 7 (19.5) 8.1 30.6 26. 6 (12. 2) (7.6) 24.9
Per Unit Results

Di | ut ed net

i ncone

(1 oss) 0. 05 (0.35) (0.08) 0.13 0. 08 (0.28) (0.12) 0. 14
D | uted

di stributabl e

i ncone

(1 oss) 0.16 (0. 23) 0.01 0.23 0.19 (0.15) (0.11) 0.18
Diluted FFO 0.23 (0.19) 0. 08 0. 28 0. 26 (0.12) (0.07) 0. 23
Distributions

decl ar ed 0. 08 0. 08 0. 08 0. 08 0. 08 - - -

o
~
N
o1
w
N
~
[N
o
~
~

12. 2

Due to the seasonal nature of our operations, financial results are not
evenly distributed throughout the year. Revenues are typically higher in the
second and third quarters versus the first and fourth quarters in contrast to
fi xed costs such as anortization and interest, which are not significantly
I npact ed by seasonal or short-termvariations.

Liquidity and Capital Resources

Cash and cash equival ents on hand at June 30, 2005 totalled $9.1 mllion
conpared to $35.2 million at Decenber 31, 2004. Total liquidity including
undrawn bank |ines at June 30, 2005 approxi mated $70 mllion, down about
$39 mllion from Decenber 31, 2004.

Legacy's primary contractual obligations consisted of |ong-term nortgage
obligations, approximately 12% of which are at floating rates of interest.
Managenent intends to refinance these nortgage obligations as they mature.

Operating |l eases consist primarily of rental commtnents with respect to
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our | easehold interests in the Delta Calgary Airport, the Delta Halifax, the
Delta Barrington, the Delta Beauséjour, the Delta Otawa Hotel & Suites and
The Fairnont A ynpic Hotel, Seattle. Ot her obligations consist of contractual
commtnents in respect of certain capital projects.

(in mllions of dollars) Paynments Due by Period
| ess than 1-3 4-5 After
Contractual Obligations Tot al 1 Year Year s Year s 5 Years
Long-t er m debt $88.1 $ 7.8 $213.4 $244.3 $ 419.6
Operating | eases 38.3 5.0 21.2 5.5 6.6
O her long-term
obl i gati ons 5.4 5.4 - - -
Tot al $928.8 $ 18.2 $ 234.6 $ 249.8 $ 426.2

Operating Activities

For the three nonths ended June 30, 2005, cash generated by operating
activities totalled $1.9 mllion (2004 - $10.5 nillion). The |l ower net incone
conbined with increased working capital usage resulted in the decline over
t he
prior period. Simlarly, cash used by operating activities for the six nonths
ended June 30, 2005, was $7.5 nmillion (2004 - cash generated of
$10.9 nillion).

| nvesting Activities

Capital expenditures during the second quarter totalled $8.2 mllion
(2004 - $5.2 million). For the six nonths ended June 30, 2005, capital
expenditures totalled $15.5 million (2004 - $10.1 nmillion). Managenent
currently estimates investing approximately $40-45 nmillion in capital in
2005.

| nvesting activities also include the funding of capital expenditure
reserves pursuant to certain nortgage agreenents. This restricted cash wll
be
used to fund capital expenditures in future periods.

In the prior year-to-date period, a deposit was made under the terns of
an existing nortgage. This deposit was recovered in the fourth quarter of
2004
following the refinancing of The Fairnmont O ynpic Hotel, Seattle.

Fi nanci ng Activities

Approximately $15.0 mllion was drawn on Legacy's bank line to fund
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wor ki ng capi tal needs during the second quarter.

Fi nancing activities also included the paynent of Legacy's first quarter
di stribution of $0.08 per unit. Legacy did not declare a first quarter
distribution in 2004. A second quarter distribution of $0.08 per unit was
declared in June 2005 and will be paid in the third quarter of 2005.

Mort gage principal paynments totalled $3.8 million during the quarter
(2004 - $3.5 million). Year-to-date paynents totalled $7.3 mllion (2004 -
$6.6 million). The current portion of |long-termdebt in the amount of
$15.8 million is conprised of schedul ed nortgage principal anortization.

The prior year-to-date period included the conpletion of a $40 mllion
fixed rate nortgage financing for the Sheraton Suites Calgary Eau Claire. A
portion of these proceeds was used to pay down related party | oans
out st andi ng
to Fairnont Hotels & Resorts Inc. and the bal ance was used to repay bank
| oans
I n the second quarter of 2004.

Managenent believes that Legacy has sufficient capacity to finance all of
our planned operating activities, capital expenditures and distributions.

Unit Information

June 30, Decenber 31

In mllions 2005 2004
Uni ts out st andi ng 89.14 89.4
Exchangeabl e shares 14.7 14.7

Potenti al 1 ssuance of units:
Conversi on of converti bl e debentures

(conversion price $8.75) 17.1 17.1
Opti ons out st andi ng
(wei ght ed average strike price $9.30) 4.6 4.7

Non- GAAP Fi nanci al Measures

Included in this MD&A are certain non- GAAP financial neasures, which are
measures of our historical or future financial performance that are not
cal cul ated and presented in accordance with GAAP. These non- GAAP fi nanci al
neasures are unlikely to be conparable to simlar measures presented by other
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entities. They are as follows: (i) hotel EBITDA, (ii) distributable incone,
(iii) funds fromoperations ("FFO') and, (iv) conparable hotel operating
statistics. The follow ng discussion defines these terns and presents why
managenent believes they are useful supplenental neasures of Legacy's

per f or mance.

Hot el EBI TDA

Hotel EBITDA is defined as i ncome before interest, taxes, anortization,
advi sory fees and other inconme and expenses and is presented on the unaudited
statenents of operations as 'Qperating inconme from hotel operations before
undernoted itens'.

Hotel EBITDA is a commonly used neasure of performance in the industry,
whi ch, when considered with GAAP neasures, gives us a nore conplete
understandi ng of our ability to service debt, fund capital expenditures and
pay cash distributions. Managenent believes that hotel EBITDA is one of
Legacy' s key performance indicators since it hel ps us, our |enders and our
I nvestors to evaluate the ongoing operating profitability of Legacy's
properties. Managenent considers hotel EBITDA to be a neaningful indicator of
hot el operating perfornance.

Reconciliation of hotel EBITDA to net inconme (lo0ss):

Three nont hs ended Si x nmont hs ended
June 30 June 30
In mllions 2005 2004 2005 2004
Hot el EBI TDA $ 48.5 $ 51.2 $ 52.4 $ 62. 3
Deduct (add):
Anorti zation of property and
equi prent 19.0 18.7 37.9 37.6
Trust expenses 4.0 3.6 7.2 6.4
| nt erest expense, net 20. 7 20. 8 41.1 41. 2
| ncone tax expense (recovery),
net (0.6) (1.0) (2.6) (2.5)

Net incone (loss) before
non-control ling interest $
Non-control | ing interest

Net incone (| oss) $ 4.6 3 7.8 $ (26.8) $ (17.5)

Di stributable Income (Loss)

Reported distributable income (loss) is calculated as net incone (loss)
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before anortization, inconme taxes and special charges |ess the capital

repl acenment reserve. Anortization of property and equipnment is replaced with
the capital replacenent reserve, which is prescribed under our various
managenent agreenents with Fairnont Hotels Inc., together with its wholly-
owned subsidiaries, and Delta Hotels Limted and nore closely reflect the
capital needs of the Trust. The cash recei pt on managenent contracts is
taxable and is therefore included in the calculation of distributable incone
(loss). For accounting purposes, this anmount is deferred and anortized as a
reduction in hotel managenent fee expense over the |ife of the respective
managenent contracts.

Di stributable income (loss) under the Declaration of Trust, as distinct
fromreported distributable inconme (loss), may reflect additional provisions,
reserves and adjustnents determ ned by the Trustees in their discretion.

Distributable income (loss) per unit for the period is based on the
average of the nunmber of units and exchangeabl e shares outstandi ng on each
distribution date during the period. This provides a better reflection of the
I ncome (loss) distributable to unitholders at each distribution date than an
average over every day in the period.

Di stributable inconme (loss) and distributable inconme (loss) per unit have
been cal cul ated as foll ows:

Three nont hs ended Si x nont hs ended

In mllions, except June 30 June 30

per unit anmounts 2005 2004 2005 2004
Net inconme (| oss) $ 4.6 % 7.8 $ (26.8) $ (17.5)
Add (deduct):

Non-controlling interest 0.8 1.3 (4.4) (2.9)
Anorti zation of property and

equi prent 19.0 18.7 37.9 37.6
| ncone tax expense (recovery),

net (0.6) (1.0) (2.6) (2.5)
Cash recei pt on managenent

contract, net 1.1 2.6 2.2 5.1
Accretion of convertible

debent ure i ssuance cost 0.3 0.3 0.7 0.7
Capital replacenent reserve (8.8) (9.1 (15.0) (15.9)

Aver age units outstandi ng on

di stribution record dates

(mllions) 89.4 89.4 89.4 89.4
Aver age exchangeabl e shares

out standi ng on distribution
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record dates (mllions) 14.7 14.7 14.7 14.7
Basi ¢ units outstanding

(mllions) 104. 1 104. 1 104. 1 104. 1
Dilutive effect of convertible

debentures (mllions) - 17.1 - -
Dilutive effect of unit options

(m1l1ions) - - - -

Diluted units outstanding

(mllions) 104.1 121.2 104. 1 104.1
Diluted distributable incone

(1 oss) per unit $ 0.16 $ 0.19 $ (0.08 $ 0.04
Di stributions decl ared

per unit $ 008 $ 008 $ 016 $ 0.08

For the three nonths ended June 30, 2005 and the six nonths ended June
30, 2005 and 2004, debentures convertible into 17.1 mllion units and the
associ ated distributable incone (loss) inpact were excluded fromthe
conputation of diluted distributable incone (loss) per unit because their
effect was not dilutive.

Funds from Qperations ("FFQ")

The Real Property Association of Canada ("Real Pac", fornerly the Canadi an
Institute of Public and Private Real Estate Conpanies), defines FFO as net
i nconme, excluding gains (or |osses) fromsales of depreciable real estate and
extraordinary itens, plus depreciation and anortization, future incone taxes
and after adjustnments for equity accounted for entities and non-controlling
i nterests. W present FFO per unit cal cul ated as FFO di vi ded by the wei ght ed-
average nunber of fully diluted units and exchangeabl e shares out standi ng
during the period.

We believe that FFO per diluted unit is a useful supplenental neasure of
the Trust's operating performance and that the presentation of FFO per
di | ut ed
unit, when conbined with the primry GAAP presentation of net incone per
unit,
provi des beneficial information to investors. By excluding the effect of real
estate depreciation, anortization and gains and | osses from sal es of real
estate, all of which are based on historical cost accounting and which nmay be
of limted significance in evaluating current perfornmance, we believe that
such a neasure can facilitate conparisons of operating perfornmance between
periods and with other real estate investnent trusts ("REIT").

Hi storical cost accounting for real estate assets inplicitly assunes that
the value of real estate assets dimnishes predictably over tine. As noted by
Real Pac in its Novenber 2004 "Wite Paper on Funds From Qperations", since
real estate values have historically risen or fallen with market conditions,
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many i ndustry investors have consi dered presentation of operating results for
real estate conpanies that use historical cost accounting to be insufficient
by thensel ves. For these reasons, Real Pac adopted the definition of FFO in
order to pronote an industry-w de neasure of REIT operating performance. FFO
Is not intended to be used as a neasure of the cash generated by Legacy, nor
its distribution paying capacity.

FFO and FFO per unit have been cal cul ated as foll ows:

Three nont hs ended Si x nont hs ended

In mllions, except June 30 June 30

per unit anounts 2005 2004 2005 2004
Net incone (I oss) $ 4.6  $ 7.8 $ (26.8) $ (17.5)
Add (deduct):

Non-control ling interest 0.8 1.3 (4.4) (2.9)
Anorti zation of property &

equi prrent 19.0 18.7 37.9 37.6
Future inconme tax expense

(recovery) (0.7) (1.2 (2.8) (2.8)
FFO $ 23.7 $ 26.6 $ 3.9  § 14. 4
Di | uted FFO per unit $ 023 $ 0.26 $ 004 $ 0.14

Conpar abl e Hotel Operating Statistics

Conpar abl e hotels are considered to be properties owned by Legacy for at
| east the entire current and prior periods. Managenent considers RevPAR, ADR
and Occupancy to be neani ngful indicators of hotel operations. W present
these operating statistics on a conparable hotel basis because we believe
t hat
doi ng so provides investors and nanagenent with useful infornmation for
eval uating the period-over-period performance of our hotels and facilitates
conparisons with other hotel REITs and hotel owners. In particular, these
nmeasur es assi st managenent and investors in distinguishing whether increases
or decreases in RevPAR are due to growmh or decline of operations at
conparabl e hotels or fromother factors such as the effect of acquisitions or
di sposi tions.

For the periods presented, all 24 of Legacy's properties have been
i ncluded in the cal culation of conparable hotel operating statistics.
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Ef fective January 1, 2005, Legacy adopted the Canadi an Institute of
Chartered Accountants' ("CICA") new accounting requirenents on the
classification of financial instrunents as liabilities or equity. The Cl CA
anmended its classification requirenents surroundi ng the presentation of
financial instrunents that nay be settled in cash or by an issuer's own
equity
I nstrunents, at the issuer's discretion. As a result of these new guidelines,
converti bl e debentures previously presented as equity on Legacy's bal ance
sheet have been reclassified as debt. Correspondingly, interest paid on the
converti bl e debentures, the anortization of issuance costs and the accretion
of unithol der conversion rights are presented on Legacy's consoli dated
statenents of operations as opposed to their previous presentation on the
consol idated statenents of deficit.

Legacy Hotels Real Estate |Investnent Trust
Consol i dat ed Bal ance Sheets
(Stated in mllions of Canadi an doll ars)

June 30, 2005 Decenber 31, 2004

ASSETS

Current assets
Cash and cash equival ents $ 9.1 $ 35.2
Accounts receivabl e 57.0 40. 5
| nventory 6.3 7.1
Prepai d expenses 19.7 5.8
92.1 88.6
Property and equi pnent 1,763.1 1,780.4
Goodw | | 35.4 35.4
O her assets (note 3) 21. 4 21.1
Future incone taxes 14.5 11.7
$ 1,926.5 $ 1,937.2
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LI ABI LI TI ES
Current liabilities
Bank | oans (note 4) $ 15.0 $ -
Accounts payabl e and accrued liabilities 87.2 71. 4
Accrued distributions and divi dends 8.0 -
Current portion of |ong-term debt 15.8 15.1
Q her 0.1 0.1
126. 1 86. 6
Converti bl e debentures (note 2) 149.5 149. 4
Long-t erm debt 869. 3 875. 2
Future incone taxes 34.3 34.5
Oher liabilities 26.9 26. 1
Non-control | ing interest 103. 9 110.7
Uni t hol ders' equity 616.5 654. 7
$ 1,926.5 $ 1,937.2
Legacy Hotels Real Estate |nvestnent Trust
Consol i dated Statenents of Operations
(Stated in mllions of Canadi an dollars except per unit anobunts)
(Unaudi t ed)
Three nont hs ended Si x nmont hs ended
June 30, June 30,
2005 2004 2005 2004
Revenues
Room $ 126.7 $ 126. 2 $ 209.7 $ 212. 5
Food and bever age 70. 1 69. 3 121.7 122.9
O her 11.2 12.2 20.5 22. 4
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Qper ati ng expenses

Gross operating profit
Hot el managenent fees

Property taxes, rent
and i1 nsurance

Operating incone
from hotel operations
bef ore undernoted itens

O her expenses
Anortization of
property and
equi pnent
Trust expenses

| nconme before interest
expense and i ncone

t ax expense (recovery)
and non-controlling

i nt erest

| nt erest expense, net
(note 5)

| nconme (loss) before
i ncone tax expense

(recovery) and non-
controlling interest

| ncone tax expense
(recovery)

Curr ent

Future

http://www.newswire.calen/rel eases/archive/July2005/21/c3073.html view=print (20 of 32)9/23/2005 12:24:02 PM

48. 5

51.2

52.4

62.3



CNW Group

(0. 6) (1.0) (2.6) (2.5)
Net incone (| oss)
bef ore non-
controlling interest 5.4 9.1 (31.2) (20. 4)
Non-control | ing
i nt erest 0.8 1.3 (4.4) (2.9)
Net incone (loss) for
t he period $ 4.6 $ 7.8 $ (26.8) $ (17.5)
Basi ¢ net incone (| oss)
per unit (note 8) $ 0. 05 $ 0. 09 $ (0.30) $ (0.20)
Di | uted net income
(loss) per unit
(note 8) $ 0. 05 $ 0.08 $ (0.31) $ (0.20)

Legacy Hotels Real Estate |Investnent Trust
Consol i dated Statenents of Unitholders' Equity
(Stated in mllions of Canadi an doll ars)
(Unaudi t ed)

Nunber Cumul ative Cunul ative Cumul ati ve
of Units Capi t al Net Income Distributions
(mllions)
Uni t hol ders' equity,
January 1, 2005 89. 4 $ 795.7 $ 213.0 $ (314.9)
Net incone (I oss)
for the period (26. 8)
Di stributions paid (7.2)
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Di stributions payabl e (7.2)
Unit options exercised - 0.1

Change in foreign

currency transl ation

adj ust nent

Uni t hol ders' equity,

June 30, 2005 89.4 $ 795.8 $ 186.2 $ (329.3)

Uni t hol ders' equity,
January 1, 2004 89. 4 $ 795.7 $ 225.9 $ (293.5)

Net incone (| oss)
for the period (17.5)

Distributions paid -
Di stributions payabl e (7.1)
Unit options exercised

Change in accounti ng
policy for unit-based
conpensati on

Change in foreign

currency transl ation

adj ust nent

Uni t hol ders' equity,

June 30, 2004 89.4 $ 795.7 $ 208.4 $ (300.6)

Uni t hol ders' equity,

April 1, 2005 89.4 $ 795.8 $ 181.6 $ (322.1)
Net incone (| oss)

for the period 4.6

Di stributions paid (7.2)
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Di stributions payabl e
Unit options exercised
Change in foreign

currency transl ation

adj ust nent

Uni t hol ders' equity,
June 30, 2005

Uni t hol der s’
Apri

Net incone (I oss)
for the period

equity,
1, 2004

Distributions paid

Di stributions payabl e
Unit options exercised

Change in accounti ng
policy for unit-based
conpensati on

Change in foreign
currency transl ation

adj ust nent

Uni t hol ders' equity,
June 30, 2004

Uni t hol ders' equity,

$

(293. 5)

(7.1)

Contri but ed
Sur pl us

795. 8 $ 186. 2
795. 7 $ 200.6
7.8
795. 7 $ 208.4
Uni t hol der Cunul ati ve
Conver si on For ei gn
Ri ghts on Currency
Convertible Translation
Debent ur es Adj ust nent
(note 2)
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January 1, 2005

Net incone (| oss)
for the period

Distributions paid
Di stributions payabl e
Unit options exercised
Change in foreign
currency transl ation

adj ust nent

Uni t hol ders' equity,
June 30, 2005

Uni t hol ders' equity,
January 1, 2004

Net incone (I oss)
for the period

Distributions paid

Di stributions payabl e
Unit options exercised

Change in accounti ng
policy for unit-based
conpensati on

Change in foreign
currency transl ation

adj ust nent

Uni t hol ders' equity,
June 30, 2004

Uni t hol der s’
Apri

equity,
1, 2005

.3

1.

5

$

(40. 9)

$ 654.

(26.
(7.

(7.

8)
2)

2)

3

(17.

(7.

5)

1)

$ 0
$ 0
$

0.
$ 0
$ 0
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Net incone (| oss)
for the period 4.6

Distributions paid (7.2)
Di stributions payabl e -
Unit options exercised -

Change in foreign

currency transl ation

adj ust nent 2.8 2.8
Uni t hol ders' equity,

June 30, 2005 $ 0.3 $ 1.5 $ (38.0) $ 616.5

Uni t hol ders' equity,
April 1, 2004 $ 0.3 $ 1.5 $ (26.3) $ 678.3

Net incone (| oss)
for the period 7.8

Distributions paid -
Di stributions payabl e (7.1)
Unit options exercised -

Change in accounting
policy for unit-based
conpensati on - -

Change in foreign

currency transl ation

adj ust nent 5.9 5.9
Uni t hol ders' equity,

June 30, 2004 $ 0.3 $ 1.5 $ (20.4) $ 684.9

Legacy Hotels Real Estate |Investnent Trust
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Consol i dated Statenents of Cash Fl ows
(Stated in mllions of Canadi an doll ars)
(Unaudi t ed)

Thr ee nont hs ended Si X nmont hs ended
June 30, June 30,

Cash provided by (used in):
OPERATI NG ACTI VI TI ES

Net incone (| oss)
for the period $ 4.6 $ 7.8 $ (26.8) $ (17.5)
Itens not affecting cash
Anortizati on of
property and equi prment 19.0 18. 7 37.9 37.6
Anortization of
converti bl e debenture
| ssuance costs and
accretion to the face

anmount of the principal 0.3 0.3 0.7 0.7
Non-control I ing interest 0.8 1.3 (4.4) (2.9)
Future incone taxes (0.7) (1.2) (2.8) (2.8)
O her 1.1 0.5 2.1 1.6

Changes i n non-cash

wor ki ng capital (note 6) (23.2) (17.0) (14.1) (5.8)
1.9 10. 4 (7.4) 10.9

| NVESTI NG ACTI VI TI ES

Additions to property
and equi pnent (8.2) (5.2) (15.5) (10.1)
O her assets (note 3) (2.5) (1.9) (3.2) (17.7)
(10.7) (7.1) (18.7) (27.8)

FI NANCI NG ACTI VI TI ES
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Di stributions

Di vi dends on exchangeabl e
shar es

Net proceeds from
equity units

| ncrease (decrease) in
bank | oans

Net repaynent of | oan
fromaffiliate

Net proceeds from
nor t gages

Mort gage paynents

O her

Transl ation adj ustnents

| ncrease (decrease) in
cash and cash equival ents
bal ance during the period

Cash and cash equival ents
bal ance - begi nni ng
of period

Cash and cash
equi val ents bal ance
- end of period $

SUPPLEMENTAL DI SCLOSURE
| ncone taxes paid
| nt erest paid

Legacy Hotels Real
Notes to Interim Consolidated Fi nanci al
(Stated in mllions of Canadi an dollars except

http://www.newswire.calen/rel eases/archive/July2005/21/c3073.html view=print (27 of 32)9/23/2005 12:24:02 PM

(7.2)

(0. 8)

15.0

(5.2)

(17.

(16.

(Unaudi t ed)

9)

W

(7.

(0.

15.

(26.

Estate | nvestnent Trust

2)

8)

1)

o O

Statenents
per unit anounts)



CNW Group

Legacy Hotels Real Estate |Investnment Trust ("Legacy") is an

uni ncor porated cl osed-end real estate investnent trust. Legacy hol ds
a portfolio of 24 hotels of which 22 hotels are located in 14
Canadi an cities throughout nine provinces and two hotels are | ocated
in the United States. Al of Legacy's properties are nmanaged by
subsidiaries of Fairnont Hotels & Resorts Inc. ("FHR'), who own an
approximate 24%interest in Legacy.

Results for the three and six nonths ended June 30, 2005 are not
necessarily indicative of the results that nmay be expected for the
full year due to seasonal and short-termvariations. Revenues are
typically higher in the second and third quarters versus the first
and fourth quarters of the year in contrast to fixed costs such as
anortization and interest, which are not significantly inpacted by
seasonal or short-termvariations.

These interimconsolidated financial statenents do not include all

di scl osures as required by Canadi an generally accepted accounti ng
principles ("GAAP") for annual consolidated financial statenents and
shoul d be read in conjunction with the audited consolidated financi al
statenents for the year ended Decenber 31, 2004. The accounti ng
policies used in the preparation of these interimconsolidated
financial statenents are consistent with the accounting policies used
in the Decenber 31, 2004 audited consolidated financial statenents,
except as di scussed bel ow

Liabilities and equity

Ef fective January 1, 2005, Legacy adopted The Canadi an Institute of
Chartered Accountants' ("CICA") new accounting requirenents on the
classification of financial instrunents as liabilities or equity. The
Cl CA anended its classification requirenents surrounding the
presentation of financial instrunents that nmay be settled in cash or
by an issuer's own equity instrunents, at the issuer's discretion. As
a result of these new guidelines, convertible debentures previously
presented as equity on Legacy's bal ance sheet have now been
reclassified as debt. Correspondingly, interest paid on the
convertible debentures and the anortization of convertible debenture
I ssuance costs and accretion of unitholder conversion rights are
presented on Legacy's consolidated statenents of operations as
opposed to their previous presentation on the consolidated statenent
of deficit.

Al t hough the convertibl e debentures can no | onger be classified as
equity in their entirety, the principal anount has been all ocated
bet ween debt and equity elenments and classified separately in the
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bal ance sheet. The debt el enent was cal culated at the tine of

I ssuance by discounting the streamof future paynents at the
prevailing market rate at the tinme for a simlar liability that did
not have an associ ated conversion feature. $148.5 was recorded as

| ong-term debt with the bal ance of $1.5 recorded as Unithol der
Conversion R ghts on Convertible Debentures in equity. The anpunt
recorded as long-termdebt will increase to the $150.0 face val ue of
the debt over the five-year period follow ng the issuance. |ssuance
costs of $5.3, net of $3.6 in anortization (Decenber 31, 2004 - $2.5)
have been reclassified to other assets to be consistent with the
presentation of simlar costs relating to other |ong-term debt.

Included in other assets is $3.1 of restricted cash relating to
capital expenditure reserves pursuant to certain nortgage agreenents.

Legacy has a secured $90.0 (Decenber 31, 2004 - $90.0) revolving
credit facility designed to provide financing for operations,

acqui sitions and other capital investnments. The credit facility is
secured by eight of Legacy's properties. As at June 30, 2005, there
was $15.0 drawn on this facility (Decenber 31, 2004 - $0.0). Letters
of credit anmounting to $6.5 (Decenber 31, 2004 - $5.0) are

out standi ng at June 30, 2005 against this facility.

For the three and six nonths ended June 30, 2005, net interest
expense includes $2.9 (2004 - $2.9) and $5.8 (2004 - $5.8),
respectively, in interest expense relating to the convertible
debentures and $0.3 (2004 - $0.3) and $0.7 (2004 - $0.7),
respectively, in anortization of convertible debenture issuance costs
and accretion to the face anount of the principal. Al so included in
the net interest expense is $1.1 (2004 - $1.1 ) and $2.2 (2004 -
$2.2), respectively, in anortization of financing costs relating to
ot her long-term debt instrunents.

Changes i n non-cash working capital

Three nont hs ended Si x nont hs ended
June 30, June 30,
2005 2004 2005 2004

(I ncrease)/ decrease

I n accounts

recei vabl e $ (20.1) $ (11.4) $ (16.5) $ (9.5)
(I ncrease)/ decrease

In inventory (0.5) (0.1) 0.7 0.2
I ncrease in prepaid

expenses (10.1) (11.5) (13.9) (15. 8)
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| ncrease in accounts
payabl e and accrued
liabilities 7.5 6.0 15.6 19.3

At June 30, 2005, Legacy has a receivable fromFHR of US$1.5 in
connection with various managenent contracts with FHR and reci proca
| oan agreements with FHR for US$86.6. The reciprocal |oans neet all
the requirenents for a right of setoff and, as such, are presented on
a net basis in the financial statenents.

Net incone (loss) per unit is based on net incone available to
uni t hol ders di vided by the wei ghted average nunber of units and
exchangeabl e shares outstandi ng during the period, cal cul ated as
foll ows:

Three nont hs ended Si x nont hs ended
June 30, June 30,
2005 2004 2005 2004
Net incone (Il oss)
available to
uni t hol ders $ 4.6 $ 7.8 $ (26.8) $ (17.5)
Non-controlling
I nt erest 0.8 1.3 (4.4) (2.9)

Part VI.1 deduction

credit adj ustnment

for non-controlling

I nt erest (0.3) (0.3) (0.7) (0.3)
Part VI.1 tax, net

of Part | tax

deducti on - - - -
Dl uted net incone

(1 oss) avail abl e

to unithol ders $ 5.1 $ 8.8 $ (31.9) $ (20.7)
Basi ¢ wei ght ed

aver age nunber

of units

out st andi ng

(ml1ions) 89.4 89.4 89.4 89.4
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Dilutive effect

of convertible

debent ures

(ml1lions) - - - -
Wei ght ed aver age

nunber of

exchangeabl e

shar es out st andi ng

(mllions) 14.7 14. 7 14.7 14.7
Dilutive effect of

unit options

(ml1lions) - - - -
Di | uted wei ght ed

aver age nunber

of units

(mllions) 104. 1 104. 1 104. 1 104. 1

For the three and six nonths ended June 30, 2005 and June 30, 2004,
debentures convertible into 17.1 mllion units (2004 - 17.1 mllion)
and the associ ated net incone (loss) inpact were excluded fromthe
conputation of diluted net incone (loss) per unit because their

ef fect was not dilutive.

9 Certain of the prior period figures have been reclassified to conform
wWith the presentation adopted for 2005.

(1) See Non- GAAP Financial Measures for a reconciliation to generally
accepted accounting principles.

>>

For further information: Chantal Nappert, Director, Investor Relations,
Tel : (416) 860-6140, Enail: , Website:
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