Extendicare Real Estate Investment Trust
Consolidated Statements of Unitholders' Deficiency

(Unaudited)

Three months ended March 31

(in thousands of dollars for amounts) 2009 2008
Number Amount Number Amount
Unit Capital
REIT Units
Issued and outstanding at beginning of period 70,162,191 332,910 60,962,653 272,912
Repurchased pursuant to issuer bid (note 14) (880,500) (4,153) (10,000) (45)
Issued pursuant to Distribution Reinvestment Plan 141,073 681 50,372 564
Converted from Exchangeable LP Units 53,640 252 48,065 215
69,476,404 329,690 61,051,090 273,646
Exchangeable LP Units
Issued and outstanding at beginning of period 3,410,227 13,943 9,481,383 42,279
Issued pursuant to Distribution Reinvestment Plan 5,660 27 6,516 73
Converted to REIT Units (53,640) (252) (48,065) (215)
3,362,247 13,718 9,439,834 42,137
Units issued and outstanding at end of period 72,838,651 343,408 70,490,924 315,783
Equity portion of convertible debentures - 9,964 - 8,234
72,838,651 353,372 70,490,924 324,017
Contributed Surplus
Balance at beginning of period 592 -
Transfer to deficit (592) -
Purchase of convertible debentures for cancellation 81 -
Balance at end of period 81 -
Deficit
Balance at beginning of period (410,447) (343,151)
Application of contributed surplus 592 -
Net earnings for the period 3,657 3,578
Purchase of units for cancellation in excess of book value (1,136) (72)
Distributions declared (15,285) (19,558)
Balance at end of period (422,619) (359,203)
Accumulated Other Comprehensive Income
Balance at beginning of period 23,425 (3,852)
Net change in available-for-sale securities (net of tax recovery of $232 and
of $112, respectively) (857) (304)
Unrealized foreign currency translation adjustments 5,178 4,812
Balance at end of period 27,746 656
(41,420) (34,530)

See accompanying notes to unaudited consolidated financial statements.
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Extendicare Real Estate Investment Trust

Consolidated Statements of Comprehensive Income
(Unaudited)

Three months
ended March 31

(in thousands of dollars) 2009 2008
Net earnings 3,657 3,578
Other comprehensive income (loss), net of income taxes
Net unrealized loss on available-for-sale securities
(net of tax recovery of $232 and of $93, respectively) (765) (272)
Reclassification of gain on available-for-sale securities to earnings
(net of tax expense of nil and of $19, respectively) (92) (32)
(857) (304)
Net change in foreign currency translation gains 5,178 4,812
4,321 4,508
Comprehensive income 7,978 8,086

See accompanying notes to unaudited consolidated financial statements.
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Extendicare Real Estate Investment Trust

Notes to Interim Consolidated Financial Statements

Periods ended March 31, 2009 and 2008
(Tabular amounts in thousands except per unit data)

(Unaudited)

1. BASIS OF PRESENTATION

The unaudited interim consolidated financial statements of Extendicare Real Estate Investment Trust have been prepared in
accordance with Canadian generally accepted accounting principles. References to “Extendicare REIT”, the “REIT”, “we”,
“us” and “our” in these statements mean Extendicare Real Estate Investment Trust alone or together with its subsidiaries, as
the context requires. The direct ownership and operation of the senior care facilities and ancillary businesses is conducted
by the subsidiaries of the REIT. The REIT itself is not a provider of services or products. Extendicare REIT trades on

the Toronto Stock Exchange (TSX) under the symbol “EXE.UN”.

The consolidated financial statements include those of Extendicare Inc. (Extendicare), an indirect wholly owned subsidiary
of Extendicare REIT. Health care operations are conducted through wholly owned subsidiaries, Extendicare Health
Services, Inc. and its subsidiaries (collectively “EHSI”) in the United States, and Extendicare (Canada) Inc. and its
subsidiaries (collectively “ECI”) in Canada.

The preparation of financial data is based on accounting policies and practices consistent with those used in the preparation
of the annual audited consolidated financial statements. All dollar amounts are in Canadian dollars unless otherwise
indicated. These unaudited interim consolidated financial statements do not include all disclosures normally provided in
annual consolidated financial statements and should be read together with the annual audited consolidated financial
statements and the accompanying notes included in our 2008 Annual Report.

Certain comparative figures for the 2009 reported periods have been reclassified to conform to the presentation in 2009,
mainly for intangible assets as described in note 2 and discontinued operations as described in note 3.

2. NEW ACCOUNTING POLICIES

a) Accounting Policies Adopted

GOODWILL AND INTANGIBLE ASSETS

In February 2008, the CICA issued the new Handbook Section 3064 “Goodwill and Intangible Assets” to replace existing
guidance on accounting for intangible assets. The revised standards reinforce the principle-based approach to the
recognition of costs as an asset and clarify the application of the matching concept of revenue and expenses. The new
standards clarify the distinction between assets and expenses and add guidance on the definition of an intangible asset and
the recognition of internally generated intangible assets. These accounting standards are effective for interim and annual
financial statements relating to fiscal years beginning on or after January 1, 2009. The adoption of this standard did not
have an impact on the financial position or the results of operations of the REIT, other than reclassifying certain computer
software from property and equipment to intangible assets. The comparative figures have been reclassified as follows:

Period ending
Dec. 31/08 Mar. 31/08

Consolidated Balance Sheet:

Decrease in property and equipment (22,306) (16,067)
Increase in other intangible assets 22,306 16,067

Year Period

ending ending

Dec. 31/08 Mar. 31/08

Consolidated Statement of Earnings:
Decrease in depreciation (4,111) (630)
Increase in amortization of other intangible assets 4,111 630
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Notes to Unaudited Interim Financial Statements

CREDIT RISK AND THE FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

In January 2009, the Emerging Issues Committee of the CICA issued EIC-173 “Credit Risk and the Fair Value of Financial
Assets and Financial Liabilities”. This Abstract provides guidance on Handbook Section 3855 “Financial Instruments —
Recognition and Measurement”, in particular, the determination of fair value of certain financial assets and financial
liabilities. It establishes that an entity’s own credit risk and the credit risk of the counterparty should be taken into account
in determining the fair value of financial assets and financial liabilities, including derivative instruments. This guidance is
effective for periods ending on or after January 2009, to be applied retrospectively without restatement of prior years. The
application of this Abstract does not have a material impact on the financial position or results of the REIT as at March 31,
20009.

b) Future Change in Accounting Policies

TRANSITION TO INTERNATIONAL FINANCIAL REPORTING STANDARDS

In February 2008, the Accounting Standards Board of Canada (AcSB) confirmed its decision to require all Publicly
Accountable Enterprises to report under International Financial Reporting Standards (IFRS), with early adoption permitted
starting in calendar year 2009. For the REIT, IFRS will be effective for interim and annual periods commencing January 1,
2011, including the preparation and reporting of one year of comparative figures. It is not our intention to early adopt IFRS
prior to January 1, 2011.

In the period leading up to the changeover in 2011, the AcSB is expected to continue to issue accounting standards that are
converged with IFRS, thus mitigating the impact of adopting IFRS on January 1, 2011. The International Accounting
Standards Board will also continue to issue new accounting standards during the conversion period. We continue to
monitor these developments throughout our transition.

The REIT has already had an internal IFRS-dedicated team in place since mid-2008. We continue to provide training to
key employees and are assessing the impact of the transition on our business practices, systems and internal controls over
financial reporting.

The details of our conversion plan are provided in our Management Discussion and Analysis for the period ended March
31, 2009.

BUSINESS COMBINATIONS, CONSOLIDATED FINANCIAL STATEMENTS AND NON-CONTROLLING
INTERESTS

In January 2009, the CICA issued new Handbook Sections: Section 1582 “Business Combinations”, Section 1601
“Consolidated Financial Statements” and Section 1602 “Non-controlling Interests”. Section 1582 establishes standards for
accounting for business combinations and is equivalent to the IFRS standard, IFRS 3 “Business Combinations”. Section
1601, which establishes standards for consolidated financial statement preparation, replaces Section 1600 “Consolidated
Financial Statements”, and along with Section 1602, replicates the IFRS standard, I1AS 27, “Consolidated and Separate
Financial Statements”, other than the disclosure requirements, and provides guidance on accounting for non-controlling
interests subsequent to a business combination. All three new sections are to be implemented concurrently, and are
effective for fiscal years beginning on or after January 1, 2011, with earlier adoption permitted as of the beginning of a
fiscal year. Management is evaluating the potential impact of these new standards.
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Notes to Unaudited Interim Financial Statements

3. DISCONTINUED OPERATIONS

The following is a summary of discontinued operations with prior periods revised for operations identified as discontinued
as of March 31, 2009.

Three months ended

March 31
2009 2008
Revenue 10,745 14,583
Operating expenses 10,376 14,564
Lease costs 7 12
Earnings before undernoted 362 7
Depreciation and amortization 164 557
Accretion expense 15 23
Interest income, net - (2
Earnings (loss) before the undernoted 183 (571)
Gain (loss) from asset impairment, disposals and other items
Impairment charges - (891)
Recoveries on sale of facilities 1,426 1,259
1,426 368
Earnings (loss) from discontinued operations before income taxes 1,609 (203)
Income tax expense (recovery) 2,402 (190)
Loss from discontinued operations (793) (13)
Loss per basic and diluted unit (dollars) (0.01) -
2009

MINNESOTA SKILLED NURSING CENTERS

In the first quarter of 2009, due to poor financial performance and the need for future capital outlays, EHSI decided to
actively pursue the sale of two skilled nursing centers (245 beds) located in Minnesota. No impairment charge was
recorded since we expect to sell them for proceeds in excess of net book value.

2008

In 2008, EHSI decided to actively pursue the sale of seven underperforming facilities in Ohio, Indiana and Pennsylvania.

OHIO AND INDIANA SKILLED NURSING CENTERS

The financial results of skilled nursing centers that were reclassified to discontinued operations in 2008 included three
centers in Indiana (310 beds) identified in the second quarter and three centers in Ohio (271 beds) identified in the 2008
third quarter. All of the three Indiana centers were sold in the 2008 fourth quarter for proceeds of $13.9 million
(US$11.4 million) at a gain of $5.5 million (US$4.5 million); and two of the Ohio centers (171 beds) were sold in March
2009 for proceeds of $11.1 million (US$8.7 million) of which $1.1 million (US$0.8 million) was in the form of a note,
resulting in a gain of $1.4 million (US$1.1 million). As a result of the Ohio disposal in March 2009, a $4.4 million
(US$3.5 million) reduction to goodwill was recorded (note 5).

A skilled nursing center (175 beds) located in Dayton, Ohio was closed in May 2007, and was sold in March 2008 for net
proceeds of $1.5 million (US$1.5 million), resulting in a recovery of $1.3 million (US$1.3 million). During the fourth
quarter of 2008, bed licenses for this center were sold for proceeds of $4.4 million (US$3.7 million), resulting in a gain of
$1.6 million (US$1.4 million).

PENNSYLVANIA ASSISTED LIVING PROPERTY

The financial results of an assisted living facility (92 units) located in Pennsylvania were reclassified to discontinued
operations in the first quarter of 2008, and an impairment charge of $0.9 million (US$0.9 million) was recorded to reduce
the property to its fair value net of disposal cost. The facility was closed in April 2008 and sold in May 2008 for proceeds
of $0.6 million (US$0.6 million), resulting in a further loss of $0.4 million (US$0.4 million).
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4. OTHER ASSETS

March 31 December 31
2009 2008

Investments held for self-insured liabilities:
Held-to-maturity securities, at amortized cost 7,227 6,979
Available-for-sale securities, at fair value 60,940 60,546
Notes, mortgages and amounts receivable 53,720 53,342
Medicare and Medicaid settlement receivables 14,505 17,224
Assets held for sale 16,613 13,550
153,005 151,641

The investments held for self-insured liabilities are subject to insurance regulatory requirements and are categorized as held
to maturity or available for sale. The investment portfolio is comprised of U.S. dollar-denominated cash, money market
funds and investment-grade corporate and government securities. Certain of these investments in the amount of $2.3
million (US$1.8 million) have been pledged as collateral for letters of credit issued by the banker of the REIT’s captive
insurance company in favour of ceding companies.

As at March 31, 2009, assets held for sale of $16.6 million (US$13.2 million) related to two skilled nursing centers in
Minnesota (245 beds) that were identified as discontinued operations during the 2009 first quarter (note 3), with a carrying
value of $7.7 million (US$6.1 million); one skilled nursing center in Ohio (100 beds) that was identified as discontinued
operations in the 2008 third quarter, with a carrying value of $7.1 million (US$5.6 million); and a former 74-bed skilled
nursing center in Port Angeles, Washington, with a carrying value of $1.8 million (US$1.4 million), which was replaced by
a new 100-bed skilled nursing center constructed during the first half of 2008 in Sequim, Washington.

5. GOODWILL AND OTHER INTANGIBLE ASSETS

March 31 December 31
2009 2008
Goodwill 204,509 201,974
Other intangible assets 23,913 23,655
228,422 225,629

In connection with the disposition of the two Ohio centers in March 2009, goodwill was reduced by $4.4 million (US$3.5
million) during the current quarter (note 3).

As at March 31, 2009, other intangible assets had a gross carrying value of $38.4 million and accumulated amortization of

$14.5 million, for a net book value of $23.9 million. The aggregate amortization expense for the three months ended March
31, 2009, was $1.9 million (2008 — $1.1 million). Prior period balances have been reclassified to reflect the adoption of the
new standards on intangible assets (note 2).
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6. LONG-TERM DEBT

March 31 December 31
2009 2008
Us$ C$ Us$ Cs$
EHSI (payable in US$)
CMBS Financing, 6.6525%, due 2011 500,000 630,650 500,000 609,000
Financing costs (6,988) (8,813) (7,583) (9,236)
CMBS Financing, 6.79%, due 2012 90,000 113,517 90,000 109,620
Financing costs (1,687) (2,128) (1,814) (2,209)
Line of credit under Credit Facility, variable rates, due 2009 11,000 13,874 11,000 13,398
Financing costs (843) (1,063) (1,232) (1,501)
Sovereign Bank mortgage loans, variable rates, due 2011 50,272 63,408 50,518 61,531
Financing costs (1,369) (1,727) (1,497) (1,824)
HUD mortgage loans, 5% to 5.5%, due 2018 to 2032 24,244 30,579 24,557 29,910
Other mortgage loans, 5.72% to 6.7%, maturing through to 2009 7,243 9,136 7,310 8,904
Notes payable, 6.45% to 7.5%, maturing through to 2013 16,230 20,471 21,458 26,136
Obligations under capital leases, 5.24% to 7.65%, maturing
through to 2015 3,924 4,949 4,092 4,984
Other financing costs (129) (163) (135) (164)
691,897 872,690 696,674 848,549
Extendicare REIT and Canadian Subsidiaries (payable in C$)
Convertible Unsecured Subordinated Debentures, 5.7%, due 2014 107,134 107,868
Financing costs (3,803) (4,040)
Convertible Unsecured Subordinated Debentures, 7.25%, due 2013 90,132 90,242
Financing costs (3,625) (3,827)
Mortgages, 3.52% to 9.81%, maturing through to 2023 172,616 171,481
Financing costs (2,129) (2,220)
Construction loan, variable rate, due 2011 2,833 -
Obligations under capital leases, average rate of 7.68%, maturing through to
2028 124,901 130,674
Financing costs (1,262) (5,914)
486,797 484,264
1,359,487 1,332,813
Less: current portion 35,082 42,217
1,324,405 1,290,596

The changes to long-term debt since December 31, 2008, are described below.

EHSI

CREDIT FACILITY

EHSI’s US$120.0 million credit facility (the “Credit Facility”) provides for borrowings of up to US$120.0 million. The
Credit Facility has a three-year term maturing in October 2009, and is subject to certain limits with no required principal
repayments and a floating interest rate based on a pricing grid.

The Credit Facility has 25 skilled nursing centers as specific collateral. It is used to back letters of credit and for general
corporate purposes, and requires EHSI to comply with various financial covenants, including fixed charge coverage, debt
leverage, and tangible net worth ratios. It contains customary covenants and events of default and is subject to various
mandatory prepayment and commitment reductions. If an event of default occurs, the lenders may accelerate the maturity
of the loans under the Credit Facility, charge a default rate of interest, and/or foreclose on the mortgages and other
collateral securing the Credit Facility. EHSI is permitted to make voluntary prepayments at any time under the Credit
Facility.

The amount available to be borrowed under the Credit Facility is the lesser of: (1) 60% of the appraised values of the

skilled nursing centers collateralizing the Credit Facility, or (2) an amount based on the actual net cash flow of these
centers for the last 12 months. The amount available to be borrowed as of March 31, 2009, was US$107.2 million.
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As of March 31, 2009, EHSI had US$11.0 million borrowed under its Credit Facility. The unused portion of the Credit
Facility that was available for working capital and corporate purposes, after reduction for total outstanding letters of credit
of US$25.8 million, was US$70.4 million as of March 31, 2009.

NOTES PAYABLE

The major component included in the notes payable as at March 31, 2009, was seller notes of US$16.0 million arising from
the Tendercare acquisition from 2007 (note 15). These notes have an interest rate of 7.5%, with an original balance
totalling US$26.4 million, consisting of US$16.0 million payable commencing in 2010 at US$4.0 million per annum until
maturity in 2013 and the balance of the notes of US$10.4 million payable based upon certain factors being met, but with a
term of no longer than 18 months ending April 2009. In January 2008 and March 2009, factors were met and EHSI paid
US$5.4 million and US$5.0 million, respectively.

Extendicare REIT and Canadian Subsidiaries

CONVERTIBLE UNSECURED SUBORDINATED DEBENTURES

Pursuant to the normal course issuer bid approved by the TSX on December 18, 2008 (2008 Bid), management has
acquired for cancellation, $1.1 million aggregate principal amount of the 5.7% convertible unsecured subordinated
debentures, due 2014 (2014 Debentures) at a cost of $0.7 million and $0.2 million aggregate principal amount of the 7.25%
convertible unsecured subordinated debentures, due 2013 (2013 Debentures) at a cost of $158,500, commencing January
2009. These transactions resulted in a gain of $0.3 million (note 9). The consideration paid was allocated to the liability and
equity elements of these debentures based on their relative fair values at the time of settlement. The approach used in the
allocation of consideration paid is consistent with the original allocation of proceeds received by us on issuance of these
debentures to the separate elements.

CAPITAL LEASE OBLIGATIONS

On June 18, 2008, Bill C-50, the Budget Implementation Act, 2008 received Royal Assent. The bill is effective February
27, 2008, and among other things, clarifies rules related to the application of goods and services tax, or GST, to the
construction or purchase and operation of residential care facilities. These amendments will affect the conditions for
claiming a new residential rental property rebate for long-term residential care centers as well as the taxable status of head
lease payments, and require self-assessment of GST for builder-operators of such centers. In April 2009, we completed
discussions with the Canada Revenue Agency regarding the application of these new rules on ECI’s capital lease
obligations of nine of its Ontario long-term care centers, discussions of which concluded with no financial consequence to
us. Consequently, the balance of our capital lease obligations and related financing costs on the balance sheet as at March
31, 2009, reflected the reversal of the provision recorded in the 2008 second quarter.

MORTGAGES
On January 26, 2009, ECI refinanced a $6.0 million mortgage on an Ontario nursing center with $8.9 million of CMHC
financing at a fixed rate of 3.52%, with a five-year term, and monthly payments based on a 15-year amortization.

CONSTRUCTION LOAN

In March 2008, ECI secured CMHC insured construction financing on its Red Deer, Alberta project, for a maximum of
$30.4 million (approximately 87% of the construction costs, net of government grants), plus CMHC fees of $1.6 million.
Commencing in January 2009, ECI made its first withdraw under the loan. The loan is due in February 2011, with interest-
only payments based on a floating rate of 30-day asset backed commercial paper rates plus 1.5%. Management plans to
secure long-term financing for this project prior to its completion in summer of 2010.

RBC CREDIT FACILITY

Extendicare’s $70.0 million credit facility with the Royal Bank of Canada (the “RBC Credit Facility”) is due on demand, is
secured by 14 Canadian nursing homes, and is guaranteed by certain Canadian operating subsidiaries of Extendicare. It is
used to back letters of credit of which there were $61.5 million issued and outstanding as at March 31, 2009, leaving $8.5
million available. The $61.5 million of letters of credit secured $44.5 million of Extendicare’s executive pension
obligations, $16.8 million of our obligation for contingent liabilities in connection with the sale of our investment in Crown
Life Insurance Company (Crown Life) in 2007 and $0.2 million related to constructions. The letter of credit securing the
executive pension obligations was renewed in March 2009, with a May 1, 2010, renewal date. The Crown Life letters of
credit renew on July 5, 2009, at either the same or a reduced amount.
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Other

FINANCING COSTS
Financing costs are deducted from long-term debt and are amortized using the effective interest rate method over the term
of the debt. These costs included as part of long-term debt amounted to $24.7 million at March 31, 2009.

7. INTEREST INCOME IN OTHER REVENUE

Interest income on investments, which was included in other revenue, amounted to $0.3 million during the first quarter of
2009 (2008 — $0.4 million).

8. DERIVATIVE FINANCIAL INSTRUMENTS AND FOREIGN EXCHANGE

Three months ended

March 31
2009 2008
Foreign exchange loss (gain) 1,687 (694)
Valuation loss on foreign currency forward contracts 3,263 4,552
Valuation loss on interest rate swap agreements - 354
Loss on derivative financial instruments and foreign exchange 4,950 4,212

The foreign exchange loss of $1.7 million for the first quarter of 2009 (2008 — gain of $0.7 million) mostly resulted from
the settlement of foreign currency denominated notes between EHSI and some of the Canadian-based subsidiaries.

The foreign exchange loss on foreign currency forward contracts (FCFCs) was $3.3 million in the first quarter of 2009
(2008 - loss of $4.5 million). This was mainly related to revaluation of four EHSI contracts that locked in the purchase of
Canadian dollars at specified foreign exchange rates for US$4.0 million per month until June 2011.

EHSI assumed two interest rate swap agreements in connection with the acquisition of Tendercare in October 2007, with a
notional amount of US$25.8 million that partially offset changes in rates on variable-rate debt of Tendercare, with maturity
dates in 2008 and 2011. These swaps were terminated in June 2008. The revaluation of these agreements before the
termination as of March 31, 2008 amounted to a loss of $0.4 million in 2008.

9. ASSET IMPAIRMENT, DISPOSALS AND OTHER ITEMS

Commencing in 2009, management acquired for cancellation, $1.1 million aggregate principal amount of the 2014
Debentures at a cost of $0.7 million and $0.2 million aggregate principal amount of the 2013 Debentures at a cost of
$158,500. The gain or loss on the purchase of these debentures was calculated by comparing the consideration paid with
the carrying value of the debenture, net of the related financing costs, and the carrying value of the equity conversion
option extinguished through the transaction. These transactions resulted in a gain of $0.3 million (note 6).

10. EARNINGS PER UNIT

Basic earnings per unit is calculated using the weighted average number of units outstanding during the period. Diluted
earnings per unit, using the “if-converted” method and to the extent the conversion is dilutive, assumes all convertible
securities have been converted at the beginning of the period, or at the time of issuance, if later, and any charges or returns
on the convertible securities, on an after-tax basis, are removed from net earnings.
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The following table reconciles the numerator and denominator of the basic and diluted earnings per unit computation.

Three months ended

March 31

2009 2008
Numerator for Basic and Diluted Earnings per Unit
Earnings from continuing operations
Net earnings for basic earnings per unit 3,657 3,578
Less: loss from discontinued operations, net of tax (793) (13)
Earnings from continuing operations for basic earnings per unit 4,450 3,591
Add: after-tax interest on convertible debt 2,803 1,477
Earnings from continuing operations for diluted earnings per unit 7,253 5,068
Net earnings
Net earnings for basic earnings per unit 3,657 3,578
Add: after-tax interest on convertible debt 2,803 1,477
Net earnings for diluted earnings per unit 6,460 5,055
Denominator for Basic and Diluted Earnings per Unit (thousands)
Weighted average number of units for basic earnings per unit 72,911 70,471
Units issued if all convertible debt was converted 13,825 5,779
Total for diluted earnings per unit 86,736 76,250
Basic and Diluted Earnings per Unit (in dollars)
Earnings from continuing operations 0.06 0.05
Net earnings 0.05 0.05

11. COMMITMENTS AND CONTINGENCIES

Property and Equipment Commitments

At March 31, 2009, outstanding capital expenditure commitments for EHSI totalled $27.1 million (US$21.5 million).
Included in EHSI’s outstanding commitments was US$15.9 million related to development projects in progress,
representing 200 nursing beds (100 in Michigan and 100 in Wisconsin) and 60 assisted living units (in Wisconsin). These
projects are expected to be completed by December 2009. The total estimated cost of these projects is US$34.8 million, of
which US$14.5 million was spent through to March 31, 2009. ECI has outstanding capital expenditure purchase
commitments totalling $20.0 million as at March 31, 2009, relating to one development project currently in progress (280
beds in Alberta).

Legal Proceedings

The REIT and its consolidated subsidiaries are defendants in actions brought against them from time to time in connection with
their operations. It is not possible to predict the ultimate outcome of the various proceedings at this time or to estimate
additional costs that may result.

In late 2008, three class action lawsuits were filed against wholly owned U.S. based subsidiaries of the REIT in a federal court
in Washington and in Minnesota, and in a state court in Wisconsin. All of the lawsuits have essentially the same allegations
that our advertising did not match with our regulatory history. The claims also include allegations that the centers admitted
residents without due regard to their needs. Plaintiffs have yet to identify their specific theory for damages in any of the cases.
The Washington complaint involves 15 facilities during a four-year period beginning in August 2004; the Minnesota complaint
involves 10 facilities during a six-year period beginning in October 2002; and the Wisconsin complaint involves 26 facilities
during a three-year period beginning in November 2005.

Motions to dismiss were granted by the courts in both the Washington and Minnesota actions in March 2009, details of which
are provided below.
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On March 4, 2009, the Minnesota federal district court judge ruled that the class action lawsuit filed in that state was improper
and ordered the case dismissed in its entirety. The court stated that the lawyer-driven complaint “failed to identify any solid
ground on which the Plaintiff could stand in this litigation”. The Honorable Donovan W. Frank rejected all of the class action
claims, and held that that the plaintiff’s allegations “are so general and unspecific they cannot serve as the basis for a claim”.
Judge Frank further prohibited the plaintiff’s attorneys from attempting to re-file the lawsuit with amended allegations because,
given the weakness of the claim, it “would not likely be fruitful”.

On March 24, 2009, the Washington federal district court judge ruled that the undisputed evidence demonstrated that the
plaintiffs could not prove their supposed claims and issued a final judgment in our favour and ordered the case closed. The
Honorable John C. Coughenour found that the plaintiffs were not misled by any of Extendicare’s representations, and that none
of the plaintiffs suffered any actual injury.

A similar motion to dismiss has been filed in the Wisconsin action that will be heard by the court in May 2009. We believe that

the allegations in all of these cases are without merit, and we intend to continue to vigorously defend against the remaining
lawsuit in court.

12. SEGMENTED INFORMATION

Three months ended

March 31
2009 2008
Revenue
United States 431,301 335,016
Canada 152,948 142,416
584,249 477,432
EBITDAW
United States 52,155 36,757
Canada 12,632 9,449
64,787 46,206
Earnings (Loss) from Continuing Operations
United States 6,953 3,031
Canada (2,503) 560
4,450 3,591
Mar. 31 Dec. 31
2009 2008
Goodwill
United States 197,135 194,600
Canada 7,374 7,374
204,509 201,974
Total Assets
United States 1,376,968 1,360,290
Canada 456,819 445,692

1,833,787 1,805,982

O EBITDA refers to earnings before interest, taxes, depreciation, amortization, accretion, loss (gain) on derivative financial
instruments and foreign exchange, and gain from asset impairment, disposals and other items.

13. EMPLOYEE FUTURE BENEFITS

The future benefit expense of the REIT’s defined benefit pension plans for the first quarter ended March 31, 2009 was $0.5
million (2008 — $0.4 million).
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14. CAPITAL MANAGEMENT

The REIT’s objective is to preserve a strong capital base so as to maintain investor, creditor and market confidence and to
sustain future development of the business. We seek to balance the need for maintaining an attractive payout ratio with
maintaining adequate capital to grow the business by acquisition or internal growth.

The REIT must access the capital markets periodically to fund acquisitions, growth capital expenditures and certain other
expenditures. We monitor the capital markets to assess the conditions for raising capital and the cost of such capital relative
to the return on any acquisitions or growth capital projects. We monitor the level, nature of debt and leverage ratios, along
with our compliance with debt covenants continuously to ensure that sufficient resources exist.

Impact of Global Events on the REIT

There are a number of risks that the global events could pose on the REIT. Below is a summary of the potential
uncertainties and significant risks that could have an impact on the REIT:

(a) Ability to finance and refinance loans and the resulting higher costs of borrowing
The US$120 million Credit Facility in the U.S. matures in October 2009. One of the lenders, Lehman Commercial
Paper Inc., filed for Chapter 11 in October 2008 and no longer provides loan advances but remains as the
administrative agent to the credit facility. Other current participating lenders have continued to provide loan advances.

EHSI has initiated the process to renew the Credit Facility and anticipates its renewal by June 2009. Our selection of
participants may be impacted by our financial capability and the lenders’ financial expectations in respect of a new
credit facility. The fees to secure a new line and the spreads over base and LIBOR rate have increased; the leverage
and other financial covenants could also increase. As a result, financing costs pursuant to a future credit facility will
increase.

EHSI’s CMBS financings have maturities in November 2011 and March 2012. Options for replacement financing are
limited, and if the CMBS financings were maturing today, the best option would be to replace with HUD insured
mortgages. HUD insured mortgages provide long-term financing at reasonable rates; however, they involve additional
administrative burden to establish and maintain. The CMBS financings have a prepayment penalty that continues
through to three months prior to their maturity dates, and is determined based upon the difference between the interest
rate on the loans and U.S. Treasury rates. Currently, EHSI would not seek prepayment of any of the debt, thereby
limiting its ability to de-leverage.

Our leverage has been established as a result of the 2006 reorganization, and in general, leverage ratios are higher in
property-based long-term care operators such as the REIT and are required to maximize state reimbursement in certain
states. Should leverage ratios of the REIT increase as a result of declining earnings, the REIT may have limited ability
to reduce the level of debt to meet lenders expectations.

(b) Ability to raise capital
The REIT’s ability to raise capital has been impacted by the economic downturn. There is no guarantee that the REIT
could issue securities in the near future. Currently, the REIT has sufficient cash flow to meet its future operating and
growth needs and will continue to monitor its cash position.

(c) Foreign currency fluctuations
The strengthening of the U.S. dollar relative to the Canadian dollar has resulted in a decline in the valuation of FCFCs.
FCFCs provide the REIT with a consistent flow of cash from our US operations. We have no plans to terminate the
FCFCs, however should we decide to terminate them, as of March 31, 2009 the cost to do so would be the
approximate amount of the liability on this date, or US$14.1 million.

(d) State, provincial and federal funding and regulatory pressure
Reductions in Medicaid, Medicare and provincial funding for long-term care due to the economic downturn could
have a material impact on our earnings. The majority of our costs are wages that cannot be changed given the
requirements of our residents and regulations. In addition, any escalation of regulatory pressure by the Centers for
Medicare & Medicaid Services or States could have a negative impact on our costs and thereby reduce our earnings.
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(e) Decline in short-term admissions as a result of individuals seeking elective surgery
In the U.S., Medicare and Managed Care funded residents are the source of approximately 76% of our admissions, a
component of which come from hospitals after elective surgeries. Our earnings could be eroded should the level of
admissions decrease as a result of lower incomes and lower financial resources of our prospective residents.

In response to the above potential risks and uncertainties, the REIT has undertaken the following measures to minimize
future risks, and to maintain liquidity:

(i) Reduction of distributions and growth projects along with divestiture of underperforming assets
In December, we reduced our distributions effective January 2009 in response to the uncertain economic environment.
In addition, we retracted from plans to develop three Ontario projects and deferred two projects in the U.S. We are not
actively seeking acquisitions at this time, and have started to execute our plan to divest of a number of
underperforming facilities in the U.S. The cash flow from these initiatives can be directed to the acquisition for
cancellation of units and to reduce our leverage.

(ii) Focus on core business and cost reduction initiatives
We commenced a program to focus on our core business and initiated a number of programs to scale down
administrative and non wage-related costs in both the U.S. and Canadian operations. These programs were launched in
the second half of 2008 with anticipated annual savings of $5.0 million per annum.

(iii) Continued prudence with cash usage
We are monitoring closely our cash position on a monthly basis and providing information to the Trustees of the
Board in order to carefully evaluate any significant cash flow decisions. In the opinion of the REIT, and based upon
the information provided to the REIT, the majority of our investments are of high quality and relatively safe from
further economic turbulence, and cash is held in secure financial institutions.

(iv) Maintaining solid banking relationships
With the renewal of the U.S. Credit Facility, we plan to carefully select our lenders and continue to strengthen our
relationships that have already been in place for a number of years.

Liquidity Risk
Liquidity risk is the risk that the REIT will encounter difficulty in meeting its contractual obligations associated with
financial liabilities.

We manage our liquidity risk through the use of budgets and forecasts. Cash requirements are monitored regularly based on
actual financial results and actual cash flows to ensure that there are sufficient resources to meet operational requirements.
We ensure that there are sufficient funds for declared and payable distributions and any other future commitments at any
time. In addition, since there is a risk that long-term debt may not be refinanced or may not be refinanced on as favourable
terms or with interest rates as favourable as those of the existing debt, we attempt to appropriately structure the timing of
contractual long-term debt renewal obligations and exposures.

At March 31, 2009, we had a balance of $120.1 million in cash and cash equivalents. EHSI had US$11.0 million in
borrowings under its Credit Facility. The unused portion of the Credit Facility that was available for working capital and
corporate purposes, after reduction for outstanding letters of credit of US$25.8 million, was US$70.4 million; and the
unused portion of Canada’s RBC Credit Facility, after reduction for outstanding letters of credit of $61.5 million, was $8.5
million (note 6).

Normal Course Issuer Bid

We continue to be prudent with our cash usage. In light of the current economic environment, given the high current yields
as a result of the low trading prices of our REIT Units and debentures, we believe that repurchasing these instruments has
been a wise capital allocation decision. Under the 2008 Bid, we have acquired for cancellation 0.9 million REIT Units at a
cost of $5.3 million, as well as $1.1 million and $0.2 million aggregate principal amount of the 2014 Debentures and the
2013 Debentures, respectively (notes 6 and 9).
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Financial Covenants

EHSI is subject to external financial covenant requirements pursuant to the CMBS Financings, Sovereign Bank mortgage
loans and the Credit Facility on the level of debt to earnings and cash flow of its operations. Management and the Board of
Trustees monitor these covenant ratios on a monthly and quarterly basis, respectively. The REIT is in compliance with all
these covenants as of March 31, 2009.

Fair Values of Financial Instruments

March 31, 2009 December 31, 2008
Carrying Carrying
Amount Fair Value Amount Fair Value
Financial assets:
Invested assets 932 932 947 947
Accounts receivable, less allowance @ 282,000 280,923 288,963 288,098
Notes, mortgages and amounts receivable ) 56,602 60,492 55,647 59,647
Investments held for self-insured liabilities 68,167 69,070 67,525 68,387
Financial liabilities:
Long-term debt @ © 1,384,200 1,376,381 1,363,748 1,360,805
Foreign currency forward contract liability ) 17,725 17,725 13,934 13,934
Net liabilities (994,224) (982,689)  (964,600) (957,660)
Net unrealized gain 11,535 6,940

@ Includes long-term portion.
@ Includes current portion.
®  Excludes financing costs.

Basis for determining fair values:
The following summarizes the significant methods and assumptions used in estimating the fair values of financial
instruments reflected in the table above.

Fair values for investments designated as held to maturity and available for sale are based on quoted market prices.

Loans and receivables include accounts receivable as well as notes and mortgages receivable. Accounts receivable
including other long-term receivables, are recorded at amortized cost. The carrying values of accounts receivable
approximate fair values due to their short-term maturities, with the exception of certain settlement receivables from third-
party payors that are anticipated to be collected beyond one year. The fair values of these settlement receivables are
estimated based on discounted cash flows at current borrowing rates. Notes and mortgages receivable primarily consist of
notes and amounts receivable from government agencies, and third-party notes on the sale of assets. The fair values for
these instruments are based on the amount of future cash flows associated with each instrument, discounted using current
applicable rates for similar instruments of comparable maturity and credit quality.

The fair value of the FCFCs is based upon the valuation as provided by the financial institution that is the counterparty to
the agreements.

The fair values for long-term debt are based on the amount of future cash flows associated with each instrument discounted
using current applicable rates for similar instruments of comparable maturity and credit quality.
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15. RELATED PARTY TRANSACTIONS

In October 2007, EHSI completed the acquisition of Tendercare (Michigan) Inc. (Tendercare), a privately owned operator
of senior care facilities in the State of Michigan, which was comprised of 29 skilled nursing centers and one inpatient
rehabilitation hospital, for a total of 3,301 operational beds. The total consideration of the acquisition was $225.0 million
(US$238.2 million), and was comprised of the assumption of debt of US$76.4 million, the issuance of US$26.4 million of
7.5% seller notes, a portion of which is payable based on certain factors being met (note 6), and US$135.4 million in cash.

On April 7, 2008, Tim Lukenda, the former President of Tendercare was appointed President and Chief Executive Officer
of Extendicare REIT. Prior to its acquisition by EHSI, Mr. Lukenda owned an approximate 4.6% direct and indirect
interest in Tendercare and received, directly or indirectly, on completion of the acquisition of Tendercare an equivalent
percentage of the consideration paid by EHSI. As part of Mr. Lukenda’s terms of employment, the employment contract
provides a mechanism and process that effectively removes Mr. Lukenda from the decision-making process in situations
where a conflict of interest may arise on any matter between Extendicare REIT and his previous employer, or with respect
to any financial interest that Mr. Lukenda or his family have with Extendicare REIT and its subsidiaries. As part of the
acquisition of Tendercare, in addition to normal representative and warranty provisions, EHSI has to agree on any
adjustments to the final purchase price as described above, before making any payments to Mr. Lukenda or his family.
EHSI and ECI also provide certain services to three long-term care facilities that are owned or partially owned by members
of Mr. Lukenda’s immediate family.

In connection with the purchase of Tendercare, EHSI paid the balance due of US$5.0 million in March 2009 (note 6), and
made a payment of US$1.7 million in April 2009 pursuant to the annual closing statement adjustments that continue until
January 2012.

Under the terms of the acquisition agreement of LTC Professional in 2008, consideration for the acquisition is to be

adjusted annually based upon the actuarial liabilities determined at December 31% of each year through 2012, with an
option to extend to 2015. In March 2009, ECI made the first annual settlement of US$2.2 million.
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Facility Location and Resident Capacity

Assisted Living and Rehab Hospital /

at March 31, 2009 Nursing Centers Retirement Centers Chronic Care Units Total

Number of | Resident | Number of Resident Number of | Resident | Number of| Resident
By State/Province Facilities Capacity Facilities Capacity Facilities | Capacity | Facilities | Capacity
United States
Michigan 30 3,334 1 51 1 24 32 3,409
Pennsylvania 26 3,144 5 155 - - 31 3,299
Ohio 25 2,576 - 30 - - 25 2,606
Wisconsin 26 2,199 2 135 - - 28 2,334
Kentucky 21 1,760 - - - - 21 1,760
Indiana 16 1,524 - 35 - - 16 1,559
Washington 15 1,550 1 47 - 16 1,597
Minnesota 6 727 - - - - 6 727
Idaho 2 194 - - - - 2 194
Oregon 2 169 - - - - 2 169
Delaware 1 120 - - - - 1 120
West Virginia 1 120 - - - - 1 120
Total United States 171 17,417 9 453 1 24 181 17,894
Canada
Ontario 55 8,140 1 493 1 120 57 8,753
Alberta 14 1,239 - - - - 14 1,239
Saskatchewan 5 654 - - - - 5 654
Manitoba 5 762 2 215 - - 7 977
Total Canada 79 10,795 3 708 1 120 83 11,623
TOTAL 250 28,212 12 1,161 2 144 264 29,517
By Type of Ownership
United States
Owned 159 16,222 3 247 1 24 163 16,493
Leased 7 676 - - - - 7 676
Managed 5 519 6 206 - - 11 725
Total United States 171 17,417 9 453 1 24 181 17,894
Canada
Owned 48 6,387 - - - - 48 6,387
Leased 9 1,155 - 76 - - 9 1,231
Managed 22 3,253 3 632 1 120 26 4,005
Total Canada 79 10,795 3 708 1 120 83 11,623
TOTAL 250 28,212 12 1,161 2 144 264 29,517
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