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X TENDICARE

REAL ESTATE INVESTMENT TRUST

Dear Unitholders,

Extendicare Real Estate Investment Trust (“Extendicare REIT” or the “REIT”) reported solid results for the first quarter of
2010. The following are highlights of results reported on May 6, 2010.

¢ Revenue of $508.8 million in Q1 2010, an increase of 2.1% over Q1 2009, exclusive of the impact of foreign exchange.

e EBITDA of $59.8 million in Q1 2010, an increase of 7.7% over Q1 2009, exclusive of the impact of foreign exchange,
mainly due to growth from same-facility operations in both the U.S. and Canada.

e EBITDA margins improved to 11.7% in Q1 2010 from 11.2% in Q1 2009 and 11.4% in Q4 2009.

e AFFO from continuing operations improved to $24.3 million ($0.312 per basic unit) in Q1 2010 from $23.2 million
($0.318 per basic unit) in Q1 20009.

o Distributions in Q1 2010 totalled $16.7 million, or $0.21 per unit, representing approximately 69% of AFFO from
continuing operations for the same period.

e Cash on hand totalled $215.9 million at March 31, 2010 with no significant debt maturities until 2011 and beyond.

EHSI Skilled Nursing Center Revenue Rates and Census

The average daily Medicare Part A rate for our wholly owned U.S. subsidiary, Extendicare Health Services, Inc. (EHSI),
grew by 2.1% to US$457.05 in the 2010 first quarter from US$447.79 in the 2009 first quarter, despite a 1.1% reduction in
rates effective October 1, 2009. As well, EHSI’s average Medicare Part A grew this quarter by 0.5% from US$454.76 in the
2009 fourth quarter, due to our continued improvement in the mix of Medicare patients served.

EHSI’s average daily Managed Care rate, excluding prior period settlement adjustments, declined by 0.6% to US$409.89
this quarter from US$412.52 in the 2009 first quarter, as well as decreasing by 2.1% from US$418.56 in the 2009 fourth
quarter. The decrease in the 2010 first quarter was due to the termination by managed care organizations of a number of
private fee-for-service plans that paid above-average rates to EHSI. Residents in those plans transferred either to other
managed care plans which, in some cases, have lower per diem rates, or to Medicare Part A, which generally pays higher
per diem rates.

Our same-facility ADC of 14,127 for the 2010 first quarter was 228 below the 2009 first quarter level of 14,355, with a
decline of 173 and 83 in Medicare and private ADC, respectively, partially offset by increases in Managed Care and
Medicaid ADC. We are continuing to be adversely impacted by the global economic downturn that has reduced disposable
income of individuals and resulted in a general restraint by the public on health care spending. As we previously noted, we
have implemented a number of short and longer term tactics to reverse this decline in 2010. Our plan involves taking a
more strategic approach to identifying and meeting the program and service needs of each community in which we are
located. In comparison to the 2009 fourth quarter ADC of 14,121, our same-facility ADC this quarter improved by six, and
more notably our mix of residents improved with Skilled Mix increasing to 22.3% this quarter from 21.4% in the 2009
fourth quarter.

Development Projects
In Canada, plans for our Ontario redevelopment projects got under way during the first quarter of this year. The two new
centers slated for construction in Sault Ste. Marie and Timmins will demonstrate leadership in design and quality care, and
will act as prototypes for future development projects in the province. Extendicare REIT currently has five construction
projects in various stages of development as follows (completion dates as indicated in parentheses):

e  280-bed continuing care center in Red Deer, Alberta (Q3/2010);
140-bed designated assisted living center in Lethbridge, Alberta (Q4/2010);
180-bed nursing center in Edmonton, Alberta (summer 2011);
180-bed nursing center in Timmins, Ontario (end of 2012); and
256-bed nursing center in Sault Ste. Marie, Ontario (end of 2012).
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U.S. Health Care Reform

On March 23, 2010, U.S. President Obama signed into law the Patient Protection and Affordable Care Act (the “Act”),
which contained several sweeping changes to America’s health insurance system. Among other reforms contained in the
Act, many Medicare providers received reductions in their market basket updates. However, unlike for some other
Medicare providers, the Act makes no reduction to the market basket update for skilled nursing facilities in fiscal years
2010 or 2011. The skilled nursing facility market basket update will be subject, however, to a full productivity adjustment
beginning in October 2011 over 10 years, which is estimated to be an annual reduction in EHSI’s Medicare per diem rates
of approximately 1% or US$5.0 million, prior to any market basket increase. In addition, there are adjustments to Medicare
reimbursement methodologies inherent in the adoption of MDS 3.0 and RUGs IV that are purported by the Centers for
Medicare & Medicaid Services to be budget neutral in their entirety. Based on our mix of patients, we anticipate that there
could be an adverse impact on our average Medicare per diem rates of approximately 1% to 2%. However, we believe we
will be able to adopt strategies in the way we deliver our services that will mitigate the majority of this impact.

The Act also imposes new employee health insurance requirements on all employers in the U.S. While the more significant
aspects of this mandate are not effective until 2014, several provisions will impact EHSI beginning in January 2011. While
it is difficult to quantify the financial impact of the new requirements, we believe the cost in providing employee health
care coverage could increase by as much as US$7.0 million beginning in 2011, prior to implementing modifications to our
plans that may reduce this amount by 50% or more.

Extendicare REIT is accustomed to evolving health care funding methodologies, and believes it is well-prepared to mitigate
the impact of reform-related costs while taking advantage of opportunities presented by the changes. Our constant and
active review process will ensure our ability to execute the appropriate measures when required.

Other Recent Developments

On April 19, 2010, Extendicare REIT announced that EHSI had received subpoenas from the U.S. Department of Health
and Human Services (DHHS) relating to an investigation into the possible submission of claims that may be in violation of
the U.S. Social Security Act., covering a period from January 1, 2007, to January 1, 2010.

We believe that we are in material compliance with the reimbursement and other rules of participation in the Medicare and
Medicaid programs, and intend to cooperate fully with the DHHS. Appropriate actions are being taken by us to ensure that
adequate internal and external resources are put into place to ensure that there is no disruption of the care and services
within our nursing and assisted living centers. While the timing and outcome of the investigation are uncertain and difficult
to predict at this time, we hope for an early resolution of the investigation and will update the market as and when
appropriate. We believe this investigation is indicative of the current political and regulatory U.S. health care environment.

Outlook

For the balance of 2010 and beyond, our priorities include strengthening our occupancy while optimizing our per diem rates
in the U.S.; maintaining strong preferred accommodation and advocating for appropriate programs, services and funding in

Canada; continuing to invest in development projects across North America to grow our business; further strengthening our
balance sheet in order to position ourselves for a successful refinancing of our U.S. debt; and ensuring that we are providing
the highest quality of care possible throughout our operations.

We are pleased with our results in the first quarter of 2010 and look forward to achieving continued growth as we progress
through the balance of the year. Our strong balance sheet, experienced management team and optimism about the future
will assist us as we navigate the challenges and opportunities that lie ahead.

Thank you for your confidence and continued support for our efforts on your behalf.
Timothy/L. Lukenda
President and Chief Executive Officer
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Forward-looking Statements

Information provided by Extendicare REIT from time to time, including this Interim Report, contains or may contain forward-
looking statements concerning anticipated future events, results, circumstances, economic performance or expectations with
respect to the REIT and its subsidiaries, including its business operations, business strategy, and financial condition. Forward-

, “‘expect”,

looking statements can be identified because they generally contain the words “anticipate”, “believe”, “estimate

“intend”, “objective”, “plan”, “project” or other similar expressions or the negative thereof.

Forward-looking statements reflect management’s beliefs and assumptions and are based on information currently available,
and the REIT assumes no obligation to update or revise any forward-looking statement, except as required by applicable
securities laws. These statements are not guarantees of future performance and are based on estimates and assumptions that
involve known and unknown risks, uncertainties and other factors that may cause actual results, performance or achievements
of the REIT to differ materially from those expressed or implied in the statements. In addition to the assumptions and other
factors referred to specifically in connection with these statements, such factors are identified in the REIT’s public filings with
the Canadian securities regulators and include, but are not limited to, the following: changes in the overall health of the
economy and government; changes in the health care industry in general and the long-term care industry in particular because
of political and economic influences; changes in applicable accounting policies, including the adoption of International
Financial Reporting Standards; changes in regulations governing the industry and the compliance of the REIT and its
subsidiaries with such regulations; changes in government funding levels for health care services; changes in tax laws; resident
care and class action litigation, including exposure for punitive damage claims and increased insurance costs, and other claims
asserted against the REIT and its subsidiaries; the ability to maintain and increase census levels; changes in competition;
changes in demographics and local environment economies; changes in foreign exchange and interest rates; changes in the
financial markets that may affect refinancing of debt; the availability and terms of capital to fund capital expenditures; and the
ability to attract and retain qualified personnel.

The forward-looking statements contained in this Interim Report are expressly qualified by this cautionary statement. Given
these risks and uncertainties, readers are cautioned not to place undue reliance on the forward-looking statements of the REIT.

Additional Information

Additional information about Extendicare REIT, including the Annual Information Form, may be found on the SEDAR
website at www.sedar.com and on Extendicare’s website at www.extendicare.com. A copy of this document and other public
documents of the REIT are available upon request to the Secretary of the REIT.
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Management’s Discussion and Analysis
May 6, 2010

BASIS OF PRESENTATION

This Management’s Discussion and Analysis (MD&A) is that of Extendicare Real Estate Investment Trust and its
subsidiaries. References to “Extendicare REIT”, the “REIT”, “we”, “us” and “our” in this report 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 centers and ancillary businesses is conducted by the subsidiaries of the REIT. The REIT itself is not a
provider of services or products.

Extendicare REIT is the successor in interest to Extendicare Inc. (Extendicare) resulting from the conversion of
Extendicare to an unincorporated, open-ended limited purpose trust on November 10, 2006, pursuant to a plan of
arrangement (the “Arrangement”). Extendicare REIT was established under the laws of the Province of Ontario pursuant to
a deed of trust, dated September 11, 2006, as amended and restated on October 28, 2006 (the “Deed of Trust”). The
conversion has been accounted for as a continuity of interest, and accordingly, the consolidated financial statements of the
REIT reflect the consolidated financial position, results of operations and cash flows as if the REIT had always carried on
the business formerly carried on by Extendicare.

This MD&A should be read in conjunction with Extendicare REIT’s unaudited interim consolidated financial statements
for the three months ended March 31, 2010, and the notes thereto, together with the MD&A and the audited consolidated
financial statements and accompanying notes for the year ended December 31, 2009, found in the REIT’s 2009 Annual
Report. This discussion should not be considered all-inclusive, as it excludes changes that may occur in general economic,
political and environmental conditions. Additionally, other elements may or may not occur which could affect the REIT in
the future. Extendicare REIT’s accounting policies are in accordance with Canadian generally accepted accounting
principles (GAAP) of The Canadian Institute of Chartered Accountants (CICA). All dollar amounts are in Canadian dollars
unless otherwise indicated. Except as otherwise specified, references to years indicate the fiscal year ended December 31,
2009, or December 31 of the year referenced.

Certain figures have been reclassified to conform with the presentation in 2010, mainly for the reclassification of non-
reimbursable bad debts from operating expense to a contra-revenue account. Over the past several years, an increasing
number of states have decided to refrain from reimbursing providers for the resident’s co-payment portion of Medicare Part
B therapy services provided to Medicaid residents who do not have the resources to pay for the services themselves. This
was most recently the case in the State of Ohio. As a result, EHSI has reclassified its non-reimbursable Medicare Part B
bad debt expense from operating expense to net with revenue, beginning in 2010. The impact of this reclassification in the
first quarters of 2010 and 2009 and for the 2009 year was to reduce revenue and operating expense from continuing
operations by $1.6 million (US$1.5 million), $1.3 million (US$1.0 million) and $5.6 million (US$4.9 million),
respectively.

A discussion of the non-GAAP measures is provided under the heading “Accounting Policies and Estimates — Non-GAAP
Measures”.

OVERVIEW

Business Overview

Extendicare REIT, through its wholly owned subsidiary operating entities, is a major provider of long-term and short-term
senior care services through its network of owned and operated health care centers in North America, operating 258 senior
care centers with capacity for 28,879 residents at March 31, 2010.

The REIT’s wholly owned U.S. subsidiary, Extendicare Health Services, Inc. and its subsidiaries (collectively “EHSI”),
operates 176 senior care centers with capacity for 17,356 residents, and has a significant presence (more than 10% of its
resident capacity) in each of Pennsylvania, Michigan, Wisconsin, Ohio and Kentucky. EHSI offers a continuum of health
care services, including nursing care, assisted living and related medical specialty services, such as post-acute care and
rehabilitative therapy on an inpatient and outpatient basis.
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Management’s Discussion and Analysis

The REIT’s wholly owned subsidiary, Extendicare (Canada) Inc. and its subsidiaries (collectively “ECI”), operates 82
senior care centers in Canada, with capacity for 11,523 residents. ECI has a significant presence in Ontario and Alberta,
where approximately 77% and 11% of its residents are served, respectively. Also, through its ParaMed Home Health Care
(ParaMed) division, ECI is a major provider of home health care in Ontario and Alberta.

Extendicare REIT owns rather than leases a majority of its properties, unlike a number of other long-term care providers.
At March 31, 2010, excluding centers under management contracts, we owned or operated under lease arrangements with
options to purchase, 218 centers, or 98%, of our 222 owned or leased centers. We believe that ownership increases our
operating flexibility by allowing us to: refurbish centers to meet changing consumer demands; expand or add assisted
living and retirement centers adjacent to our nursing centers; adjust licensed capacity to avoid occupancy-based rate
penalties; and divest centers and exit markets at our discretion.

The following table depicts ownership and management of senior care centers operated by EHSI and ECI at March 31,
2010, excluding those designated as discontinued operations.

Assisted Living and Rehab Hospital /
Nursing Centers Retirement Centers  Chronic Care Units Total

No.of  Resident No. of Resident No.of  Resident No. of  Resident
By Type of Ownership Centers Capacity Centers Capacity Centers Capacity Centers Capacity

United States

Owned 156 15,900 4 307 1 24 161 16,231
Leased 4 400 - - - - 4 400
Managed 5 519 6 206 - - 11 725
Total 165 16,819 10 513 1 24 176 17,356
Canada

Owned 48 6,363 — — - — 48 6,363
Leased " 9 1,155 - 76 - - 9 1,231
Managed 23 3,392 1 417 1 120 25 3,929
Total 80 10,910 1 493 1 120 82 11,523
Total 245 27,729 11 1,006 2 144 258 28,879

) The nine leased centers in Canada are operated by ECI under 25-year capital lease arrangements.

The following table reflects the change in senior care centers operated during the first quarter of 2010 and the 2009 year.

2010 2009
No. of Operational No. of Operational
Extendicare REIT Senior Care Centers Centers Beds/Units Centers Beds/Units
As at beginning of the year 258 28,818 266 30,028
Development - - 3 260
Managed contracts added - - 3 324
Managed contracts matured — - 4) (509)
Divested or discontinued ? - - (10) (1,089)
Operational capacity adjustments — 61 — (196)
As at the end of the year 258 28,879 258 28,818

M Opened a 100-bed skilled nursing center in Okemos, Michigan in August 2009, and a 100-bed skilled nursing center and 60-unit

assisted living center in Summit, Wisconsin in October 2009.
2)

3)

Refer to the discussion under the heading “Significant Developments — Discontinued Operations and Assets Held for Sale”.

The 2009 reduction in operational capacity was due primarily to U.S. beds that have been pulled out of service in order to increase
our Medicaid rate and to accommodate rehabilitation suites. In addition, at the end of 2009 the operational capacity of our
Lethbridge, Alberta nursing center was reduced by 24 as part of the downsizing plan leading to closure of the existing center when
the new one opens in the 2010 fourth quarter.
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Management’s Discussion and Analysis

Development Projects

The REIT’s pipeline of projects includes three owned construction projects under way in Alberta, Canada, totalling 600
beds for completion in 2010 and 2011, two Ontario redevelopment projects awarded totalling 436 beds, and two U.S.
projects totalling 220 beds under lease obligations for completion in 2010. An existing Alberta center and two Ontario
class “C” centers are scheduled to close upon completion of the new centers in their respective areas.

New Centers to  Existing Centers

Open to Close
No. of  Beds/ No. of Beds/
Development Projects (as at March 31, 2010) Centers Units  Centers Units
Canada — Owned Centers Under Way
Alberta — opening in 2010 2 420 ) (96)
— opening in 2011 1 180 - -
Ontario — “C” redevelopment projects — commence Q4/2010 to complete Q4/2012 2 436 2) (287)
U.S. — Centers under Contractual Lease Obligations (opening in 2010) 2 220 - -
7 1,256 3) (383)

For further details of the development projects, please refer to “Significant Developments — Development Projects”.

Business Strategy

At Extendicare REIT, our strategy is to create value for our unitholders through the effective operation and growth of our
core senior care operations, and complementary long-term care services. By emphasizing the quality of care provided to
our residents and by clustering several long-term care centers together within the geographic areas served, our goal is to
build upon our reputation as a leading provider of a full range of long-term care services in the community. In pursuing this
strategy, an overriding objective is to continually enhance the quality of clinically based services provided to our residents
and other clients. Other key components of our value creation strategy include:

e ensuring the continued delivery of quality care and customer service throughout our organization;

e focusing on accommodating short-term, high acuity rehabilitative residents that results in increasing the percentage of
revenue from Medicare and Managed Care (Skilled Mix) funding sources as well as private-pay sources (Quality
Mix), and increasing average daily revenue rates;

e actively maintaining and improving our asset portfolio through a disciplined capital reinvestment program or, where
appropriate, through disposal of underperforming centers;

e focusing on achieving operational efficiencies in our core business and internal growth, and when available, growth
through new developments and value-creating acquisitions;

e expanding non-government based revenue sources and diversifying within the long-term care industry through our
rehabilitative services, information technology, management and consulting businesses;

e increasing market share in the Canadian home health care operations; and

e increasing funds from operations and adjusted funds from operations, by achieving the above goals.
As a result of the recently unprecedented economic times along with the changing regulatory and funding environment in
which Extendicare REIT operates, and in view of the income tax rules affecting specified investment flow-through trusts

(SIFTs), the trustees and management of the REIT are continuously reviewing possible strategies, opportunities and
alternatives available to the REIT with a view to enhancing the value of the REIT.

Extendicare REIT - March 2010 6






Management’s Discussion and Analysis

April 1, 2010. However, the new methodology is still under development, and will be phased in starting in the 2010/2011
fiscal year. For 2010, Alberta long-term care providers anticipate that funding will initially be adjusted from 2009/2010 to
address inflation, and that facility-specific RAI-MDS results (analogous to CMI) will start on October 1, 2010.

In April 2010, we received notification from AHS of one-time funding to be provided to offset expenses incurred in
preparation for the new activity-based funding system, as well as to offset costs incurred in maintenance, repairs and
equipment needs within the nursing centers for the period April 1, 2009 to March 31, 2010. Based on preliminary
estimates, ECI anticipates that it will qualify for retroactive funding to be recorded in the 2010 second quarter of between
$0.8 million and $1.2 million, the majority of which would be recorded through earnings and the balance applied to capital
expenditures.

In August 2009, the Alberta government announced its fiscal 2009/2010 annual inflationary funding increase, retroactive to
April 1, 2009, representing an average 6.4% rate increase to ECI, or annual revenue of approximately $3.5 million.
However, at the same time, the government announced plans to implement a 3% cutback in their funding effective
December 1, 2009, as part of a deficit elimination plan. As a result of the above announcements, the net impact to ECI
represented additional annual revenue of approximately $1.9 million. We had already accrued for the majority of the
anticipated April 1* increase in our 2009 second quarter results, therefore only approximately $0.3 million of the funding
recognized in the 2009 third quarter related to the previous second quarter.

ONTARIO HOME CARE LEGISLATION AND FUNDING

ECI is a major private-sector provider of home health care services through ParaMed, which operates in Alberta and
Ontario. Ontario is ParaMed’s largest market, representing approximately 97% of its revenue in the 2010 first quarter.

On May 1, 2006, the Ontario government announced funding of $117.8 million to improve home care, of which $30.0
million would be used to implement recommendations from a comprehensive review (the “Caplan Report™) of the
Community Care Access Centre Procurement Process. The announcement stated it was the intention of the government to
implement 68 of 70 recommendations from the Caplan Report, which is intended to improve the procurement model with
open and transparent practices, enhance the quality and continuity of care, and promote home care workforce stability.

The home health care competitive bidding process was frozen in 2004 as a result of the above study undertaken by the
Ontario government. Consequently, contracts that were due to expire are being extended until the bidding process resumes,
which is expected to occur in the 2010 second quarter (which is the start of the government’s 2010/2011 fiscal year) with a
focus on strengthening accountability and ensuring fairness and transparency. ParaMed had recommended the use of public
reporting similar to the long-term care industry. The government has announced their intention to implement public
reporting of performance measures, which they are continuing to develop.

Beginning on January 2, 2009, the Ontario government eliminated the provisions that exempted elect-to-work employees
from the entitlement to public holiday pay. As the majority of our home care employees are elect to work, this resulted in
an added operating expense for ParaMed of $2.5 million in 2009 and is estimated to amount to approximately $2.9 million
in 2010. Requests for reimbursement for these added costs were made directly to the MOHTLC by ParaMed and the
Ontario Home Care Association. Consequently in 2010, the CCACs reimbursed providers for their 2009 costs related to the
CCAC contracts, of which ParaMed’s portion was approximately $2.1 million. In addition, as the CCACs fiscal year end
runs to March 31%, they provided funding for such costs incurred to March 31, 2010. While there has been no formal
announcement made, indications are that the CCACs intend to reimburse and/or adjust their rates going forward to provide
relief for the costs of elect-to-work pay in future periods; however, there can be no assurance at this time as to the amount,
if any, of future relief to be provided.

The Employment Standards Amendment Act (Temporary Help Agencies), or Bill 139, became effective in November 2009.
Bill 139 establishes, among other things, that temporary employees are covered by the Employment Standards Act thereby
providing them with entitlements to severance and notice of termination. Currently, Bill 139 does not apply to elect-to-
work employees of agencies, such as ParaMed, providing services pursuant to contracts with the CCACs. However, we
have been informed that it is the government’s intent to revoke this exemption on October 1, 2012. Through the Ontario
Home Care Association, we will be making submissions that support keeping the exemptions. The current impact of Bill
139 on ParaMed’s contracts to parties other than the CCACs is minimal and it is too early to determine what impact it may
have on our operations in 2012.
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Management’s Discussion and Analysis

LIQUIDITY AND CAPITAL RESOURCES

Sources and Uses of Cash

At March 31, 2010, the REIT had cash and cash equivalents of $215.9 million compared with $134.0 million at December
31, 2009, representing an increase of $81.9 million, largely due to the net proceeds of the REIT Unit offering in February
2010. A cash pledge of $22.4 million as collateral against a letter of credit is excluded from our available cash balance for

both periods.
Three months ended

March 31 Year
(thousands of dollars unless otherwise noted) 2010 2009 2009
Cash provided by operating activities, before working capital changes 31,090 31,946 181,149
Net change in operating assets and liabilities (4,526) 4,966 3,976
Cash provided by operating activities 26,564 36,912 185,125
Cash used in investing activities (16,897) (12,694) (81,647)
Cash provided by (used in) financing activities 74,461 (28,011)  (85,770)
Foreign exchange gain (loss) on U.S. cash held (2,248) 853 (6,780)
Increase (decrease) in cash and cash equivalents 81,880 (2,940) 10,928
Cash and cash equivalents at beginning of period 134,012 123,084 123,084
Cash and cash equivalents at period end 215,892 120,144 134,012
Average US/Canadian dollar exchange rate 1.0400 1.2456 1.1420

Cash provided by operating activities was $26.6 million in the first three months of 2010 compared to $36.9 million in
the same 2009 period, representing a decrease of $10.3 million. This decline was largely due to an unfavourable change of
$9.5 million in operating assets and liabilities between periods, primarily due to an increase in accounts receivable partially
offset by a decrease in income taxes receivable between periods. The 2010 first quarter change in accounts receivable was
a use of cash of $8.3 million compared to a source of cash of $15.6 million in the 2009 first quarter. The 2010 first quarter
reflected an increase in trade receivables due to increases in revenue. The 2009 first quarter reflected improved collections
and the receipt in January 2009 of the $8.7 million (US$7.0 million) return premium. Income taxes reflected source of cash
of $8.5 million in the 2010 first quarter compared to $3.5 million in the 2009 first quarter. This net change was primarily
due to tax changes made at the end of 2009 in tax depreciation and other year-end tax adjustments that resulted in a
receivable balance, which will reduce our U.S. tax instalments during 2010.

Cash used in investing activities was $16.9 million in the first three months of 2010 compared to $12.7 million in the
same 2009 period and primarily reflected expenditures for property and equipment in both periods, net of proceeds on
disposal of assets in the first quarter of 2009.

Growth capital expenditures, excluding acquisitions, were $11.6 million in the first three months of 2010 compared to
$13.3 million in the comparable 2009 period, and related to the construction of new beds, building improvements or capital
costs aimed at earnings growth. Maintenance capital expenditures, which are the capital costs to sustain and upgrade
existing property and equipment assets, were $4.6 million this quarter compared to $7.3 million in the first three months of
2009, representing 0.9% and 1.3% of revenue, respectively. These costs fluctuate on a quarterly basis with the timing of
projects and seasonality. It is our intention to expend between 1.5% and 2.0% of revenue annually on maintenance capital
expenditures, which is consistent with our objective to maintain and upgrade our centers. We are expecting to spend
approximately $35.0 million in facility maintenance capital expenditures and $55.0 million in growth capital expenditures
in 2010.

Three months ended

March 31 Year
(thousands of dollars unless otherwise noted) 2010 2009 2009
Capital Additions
Growth expenditures 11,616 13,271 55,574
Facility maintenance 4,586 7,324 36,020
Consolidated reported 16,202 20,595 91,594
Average US/Canadian dollar exchange rate 1.0400 1.2456 1.1420
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Net proceeds from dispositions of $10.0 million in the first three months of 2009 related to the disposal of U.S. centers held
for sale (see “Significant Developments — Discontinued Operations and Assets Held for Sale™).

Cash provided by financing activities was $74.5 million in the first three months of 2010 compared to cash used in
financing activities of $28.0 million in the comparable 2009 period. Financing activities in the first quarter of 2010
primarily reflected net cash proceeds of $82.2 million, before income taxes, from the REIT Unit equity offering in
February, issuance of long-term debt on refinancing of existing debt, and draws on construction financing, partially offset
by distribution payments of $15.1 million and scheduled debt repayments. Financing activities in the first three months of
2009 primarily reflected distribution payments of $16.3 million, the purchase of securities for cancellation under our
normal course issuer bid of $6.2 million, and scheduled debt repayments, partially offset by the issuance of debt. For
information on the change in long-term debt, refer to “Liquidity and Capital Resources —Long-term Debt”.

Reconciliation of Cash Provided by Operating Activities to DI and AFFO
The following table provides a reconciliation of the cash provided by operating activities to DI and AFFO for each of the

eight most recently completed quarter and for the 2009 year.

M

Q1 Q2 Q3 Q4 Year

(millions of dollars) 2010 2009 | 2009 2008|2009 2008 | 2009 2008 | 2009
Cash provided by operating activities 266 369|344 67| 62.0 40.1 | 51.8 46.3|185.1
Add (Deduct):
Net change in operating assets and liabilities 45 (5.0) 3.0 11.5](19.9)(12.2)| 17.9 (18.9) (4.0)
Current tax on gain/loss from derivatives, foreign

exchange, asset impairment, disposals

and other items - 1.7 (0.5) (1.3)] 0.1 04 03 35| 1.6
Net provisions and payments for self-insured liabilities 24) (22) (0.5 69| 34 2.H| 34 26| (2.7
Depreciation for FFEC (5.5) (6.1) (6.0) (4.6) (5.7) (4.8)] (5.6) (5.8)[(23.4)
Principal portion of government capital

funding payments 06 06| 05 06| 06 0.5 0.6 05| 23
Other - (0.3 0.5 -1 (0.4) (0.2) - (0.8) (0.2)
DI 23.8 256|314 19.8| 333 21.7 | 684 27.4|158.7
Additional facility maintenance capital expenditures 0.9 (1.2 2.0) 3. (2.6) (1.D] (6.8) (3.7)(12.6)
AFFO 24.7 2441294 16.7] 30.7 20.0 | 61.6 23.7|146.1

M «pI” and “AFFO” are not recognized measures under GAAP and do not have a standardized meaning prescribed by GAAP. Refer to

the discussion of non-GAAP measures.

@ Represents total facility maintenance capital expenditures less depreciation for furniture, fixtures, equipment and computers (FFEC)

already deducted in determining DI.
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Capital Structure

Three months
ended

(millions of dollars unless otherwise noted) Mar. 31, 2010 Year 2009
Unitholders’ Equity (Deficiency)
REIT and Exchangeable LP units 429.7 345.5
Equity component of convertible debentures 9.9 9.9
Contributed surplus 0.1 0.1
439.7 355.5
Accumulated deficit at beginning of year 395.4) (410.4)
Net earnings for the period 15.6 77.7
Purchase of securities for cancellation in excess of book value and other (1.0) (1.4)
Distributions declared (16.7) (61.3)
Accumulated deficit at end of period 397.5) (395.4)
Accumulated other comprehensive income (loss) (6.8) (1.0)
Unitholders’ equity (deficiency) 35.4 (40.9)
US/Canadian dollar exchange rate (at period end) 1.0158 1.0510

Unit Information (thousands) Apr. 30,2010  Mar. 31, 2010 Dec. 31, 2009

REIT Units (TSX symbol: EXE.UN) ") 79,333.4 79,240.5 69,897.0
Exchangeable LP Units 3,211.3 3,262.9 3,283.0
82,544.7 82,503.4 73,180.0

) Closing market value per the TSX on April 30, 2010, was $9.20.

The closing rates used to translate assets and liabilities of the U.S. operations were 1.0158 at March 31, 2010 and 1.0510 at
December 31, 2009. As a result of the stronger Canadian dollar at March 31, 2010, the assets of the REIT’s U.S. operations
decreased by approximately $40.3 million, partially offset by a reduction in the liabilities by approximately $34.0 million,
with the net change in foreign currency translation of $6.3 million included in accumulated other comprehensive income.
Every one cent increase (decrease) in the Canadian dollar against the U.S. dollar would impact the net assets of our U.S.
operations by approximately $1.8 million, and would be reflected as a change in foreign currency translation adjustments in
accumulated other comprehensive income.

DISTRIBUTIONS

In the first three months of 2010, we generated DI of $23.8 million and AFFO of $24.7 million and declared monthly
distributions of $0.07 per unit to holders of REIT Units and Exchangeable LP Units totalling $16.7 million that were paid
out from February 16, 2010 to April 15, 2010. The portion paid in cash was $15.6 million and $1.1 million by way of
issued units under a distribution reinvestment plan. A total of 94,618 units were issued during the first three months of
2010 through the distribution reinvestment plan.

During 2009 monthly distributions of $0.07 were declared totalling $61.3 million, of which $58.5 million was paid in cash
and $2.8 million by way of issued units under a distribution reinvestment plan. A total of 488,106 units were issued during
2009 through the distribution reinvestment plan.

There are a number of factors that affect the quarterly funds generated for distribution that our Board of Trustees takes into
consideration in determining the monthly distributions for the year. Factors affecting quarterly trends in earnings are
discussed under the headings “Summary of Results” and “2010 First Quarter Financial Review”.

Our current policy is to pay distributions of $0.07 per REIT Unit and per Exchangeable LP Unit to the holders thereof on a
monthly basis. As was the case in 2009, we estimate that approximately 70% of our 2010 distributions will be tax-deferred

returns of capital to Canadian residents.

The declaration and payment of future distributions is subject to the discretion of our Board of Trustees and will be
dependent upon a number of factors including results of operations, requirements for capital expenditures and working
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