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ASSET LISTING
The following table includes supplementary information on our portfolio as at September 30, 2020.

Owned share of Number of Average Average
total GLA (in tenants tenant size (in remaining | In-place and
thousands of (in-place and  thousands of lease term committed

Property Ownership square feet) committed) square feet) (in years) occupancy
Adelaide Place, Toronto 100.0% 658 68 9 4.9 97.7%
30 Adelaide Street East, Toronto 100.0% 414 7 59 4.0 100.0%
438 University Avenue, Toronto 100.0% 323 18 18 5.2 100.0%
655 Bay Street, Toronto 100.0% 301 22 13 5.3 98.4%
74 Victoria Street/137 Yonge Street, Toronto 100.0% 266 5 53 5.0 98.9%
720 Bay Street, Toronto 100.0% 248 248 5.3 100.0%
36 Toronto Street, Toronto 100.0% 214 38 6 3.2 98.2%
330 Bay Street, Toronto 100.0% 165 40 4 2.7 89.7%
20 Toronto Street/33 Victoria Street, Toronto 100.0% 158 16 10 6.2 96.5%
250 Dundas Street West, Toronto 100.0% 121 16 7 4.2 98.5%
80 Richmond Street West, Toronto 100.0% 101 35 2 2.2 74.2%
425 Bloor Street East, Toronto™ 100.0% 83 8 10 9.7 100.0%
212 King Street West, Toronto 100.0% 73 10 2.1 100.0%
360 Bay Street, Toronto 100.0% 58 14 4 2.5 90.6%
67 Richmond Street West, Toronto 100.0% 50 4 12 3.7 94.4%
350 Bay Street, Toronto 100.0% 53 10 5 2.9 94.8%
366 Bay Street, Toronto 100.0% 36 7 1.0 54.3%
56 Temperance Street, Toronto 100.0% 32 8 4 5.4 100.0%
Toronto downtown 3,354 327 10 4.6 96.9%
2200—2206 Eglinton Avenue East & 1020 Birchmount Road,

Scarborough 100.0% 442 10 21 9.3 47.9%
50 & 90 Burnhamthorpe Road West, Mississauga

(Sussex Centre)®? 49.9% 326 63 9 5.3 86.4%
444 7th Building, Calgary 100.0% 261 9 23 6.4 80.5%
Saskatoon Square, Saskatoon 100.0% 228 12 11 7.3 58.7%
12800 Foster Street, Overland Park, Kansas, U.S. 100.0% 185 1 185 5.2 100.0%
Princeton Tower, Saskatoon 100.0% 136 12 7.2 48.1%
606 4th Building & Barclay Parkade, Calgary 100.0% 126 12 9 5.1 85.5%
Kensington House, Calgary 100.0% 78 20 5.5 95.7%
234 1st Avenue South, Saskatoon 100.0% 10 3 33 66.8%
Other markets 1,792 142 11 6.4 71.3%
Total comparative portfolio 5,146 469 10 5.1 88.0%
6 Adelaide Street East, Toronto®® 100.0% 53 20 2.1 96.7%
Total acquired properties 53 20 3 2.1 96.7%
Total comparative portfolio and acquired properties 5,199 489 10 5.1 88.0%
1900 Sherwood Place, Regina 100.0% 210 5 42 11.3 100.0%
357 Bay Street, Toronto 100.0% 65 65 15.0 100.0%
Total properties under development 275 6 46 12.2 100.0%
Preston Centre, Saskatoon® 100.0% 62 13 3.2 78.5%
Total properties held for sale 62 13 3.2 78.5%
Total portfolio 5,536 508 10 5.5 88.5%
220 King Street West, Toronto® 50.0% 11 3 6 6.8 83.4%

(1) Property subject to a ground lease.
(2) Co-owned property.

(3) This property was acquired on September 12, 2019.

(4) This property was sold on October 16, 2020.

(5) Joint venture that is equity accounted. This property was acquired on August 22, 2019.
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Condensed consolidated balance sheets

(unaudited)
(in thousands of Canadian dollars)

September 30, December 31,
Note 2020 2019
Assets
NON-CURRENT ASSETS
Investment properties 4 2,458,246 S 2,420,945
Investment in Dream Industrial REIT 5 321,763 320,295
Investments in joint ventures 17,467 13,935
Other non-current assets 40,911 42,337
2,838,387 2,797,512
CURRENT ASSETS
Amounts receivable 6,855 13,834
Prepaid expenses and other assets 4,996 4,926
Cash and cash equivalents 7,154 95,410
19,005 114,170
Asset held for sale 10 12,750 —
Total assets 2,870,142 S 2,911,682
Liabilities
NON-CURRENT LIABILITIES
Debt 6 1,024,508 S 967,861
Subsidiary redeemable units 94,994 162,929
Deferred Unit Incentive Plan 14,919 27,064
Deferred tax liabilities, net 2,532 2,342
Other non-current liabilities 11,346 12,236
1,148,299 1,172,432
CURRENT LIABILITIES
Debt 6 121,932 182,511
Amounts payable and accrued liabilities 60,472 78,478
182,404 260,989
Total liabilities 1,330,703 1,433,421
Equity
Unitholders’ equity 1,984,722 2,049,272
Deficit (454,457) (574,801)
Accumulated other comprehensive income 9,174 3,790
Total equity 1,539,439 1,478,261
Total liabilities and equity 2,870,142 S 2,911,682

See accompanying notes to the condensed consolidated financial statements.

On behalf of the Board of Trustees of Dream Office Real Estate Investment Trust:

“Karine Macindoe” “Michael J. Cooper”
KARINE MACINDOE MICHAEL J. COOPER
Trustee Trustee
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Condensed consolidated statements of comprehensive income (loss)

(unaudited)
(in thousands of Canadian dollars)

Three months ended September 30,

Nine months ended September 30,

Note 2020 2019 2020 2019
Investment properties revenue 7 S 51,312 S 57,432 S 154,764 S 172,028
Investment properties operating expenses (23,422) (25,470) (69,767) (75,536)
Net rental income 27,890 31,962 84,997 96,492
Other income
Share of income from investment in Dream Industrial REIT 5 12,559 4,348 17,986 30,659
Share of net income (loss) from investment in joint ventures (43) (497) 204 (515)
Interest and other income 502 609 1,868 1,583
13,018 4,460 20,058 31,727
Other expenses
General and administrative (2,357) (2,616) (7,776) (8,288)
Interest:
Debt (10,597) (12,296) (32,233) (38,326)
Subsidiary redeemable units (1,308) (1,308) (3,925) (3,925)
Amortization of intangible assets and depreciation on property
and equipment (352) (389) (1,125) (1,294)
(14,614) (16,609) (45,059) (51,833)
Fair value adjustments, leasing costs and net gain (loss) on
transactions
Fair value adjustments to investment properties 4 (753) 17,587 24,156 34,494
Fair value adjustments to financial instruments 8 14,085 (36,515) 76,060 (45,614)
Leasing costs and net gain (loss) on transactions 9 (324) (1,184) 1,160 (2,494)
13,008 (20,112) 101,376 (13,614)
Income (loss) before income taxes and discontinued
operations 39,302 (299) 161,372 62,772
Current and deferred income taxes recovery (expense), net (13) (102) 363 (337)
Income (loss) from continuing operations, net of taxes 39,289 (401) 161,735 62,435
Income (loss) from discontinued operations 5 (1,939) (10) (8,308)
Net income (loss) for the period 39,294 (2,340) 161,725 54,127
Other comprehensive income (loss)
Items that will be reclassified subsequently to net income (loss):
Unrealized gain on interest rate swaps and other, net of taxes 10 12 29 36
Unrealized gain (loss) on foreign currency translation, net
of taxes (981) 257 (50) (555)
Share of other comprehensive income (loss) from
investment in Dream Industrial REIT 5 305 903 5,231 (1,128)
Items that will not be reclassified subsequently to net
income (loss):
Share of other comprehensive income (loss) from
investment in joint ventures (241) — 174 —
(907) 1,172 5,384 (1,647)
Comprehensive income (loss) for the period S 38,387 S (1,168) $ 167,109 $ 52,480

See accompanying notes to the condensed consolidated financial statements.
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Condensed consolidated statements of changes in equity

(unaudited)
(all dollar amounts in thousands of Canadian dollars)

Attributable to unitholders of the Trust
Accumulated

other

Number of Unitholders’ comprehensive
Nine months ended September 30, 2020 Note REIT A Units equity Deficit income Total equity
Balance at January 1, 2020 56,234,546 $ 2,049,272 $ (574,801) $ 3,790 $ 1,478,261
Net income for the period — — 161,725 — 161,725
Distributions paid and payable 11 - - (41,381) - (41,381)
Deferred trust units exchanged for REIT A Units 170,065 4,663 — — 4,663
Cancellation of REIT A Units under NCIB (3,626,192) (69,177) - - (69,177)
Issue and cancellation costs — (36) — - (36)
Other comprehensive income — — — 5,384 5,384
Balance at September 30, 2020 52,778,419 $ 1,984,722 $ (454,457) $ 9,174 $ 1,539,439

Attributable to unitholders of the Trust
Accumulated

other

Number of Unitholders’ comprehensive
Nine months ended September 30, 2019 Note REIT A Units equity Deficit income (loss) Total equity
Balance at January 1, 2019 59,369,278 $ 2,124,760 $ (634,513) $ 6,495 S 1,496,742
Net income for the period — — 54,127 — 54,127
Distributions paid and payable 11 — — (43,551) — (43,551)
Deferred trust units exchanged for REIT A Units 91,030 2,241 — — 2,241
Cancellation of REIT A Units under NCIB (3,230,966) (77,818) — — (77,818)
Issue and cancellation costs — (67) — — (67)
Other comprehensive loss — — — (1,647) (1,647)
Balance at September 30, 2019 56,229,342 $ 2,049,116 $ (623,937) $ 4,848 $ 1,430,027

See accompanying notes to the condensed consolidated financial statements.
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Condensed consolidated statements of cash flows

(unaudited)
(in thousands of Canadian dollars)

Three months ended September 30,

Nine months ended September 30,

2020 2019 2020 2019
Note (see Note 2) (see Note 2)
Generated from (utilized in) operating activities
Net income (loss) for the period S 39,294 S (2,340) $ 161,725 S 54,127
Non-cash items:
Share of income from investment in Dream Industrial REIT 5 (12,559) (4,348) (17,986) (30,659)
Fair value adjustments to investment properties 4 753 (18,807) (24,156) (23,242)
Fair value adjustments to financial instruments 8 (14,085) 36,515 (76,060) 45,614
Amortization and depreciation 13 3,472 3,557 10,246 10,881
Other adjustments 13 723 5,634 (124) 7,109
Change in non-cash working capital 13 (2,782) 2,921 (5,718) 5,702
Investment in lease incentives and initial direct leasing costs (4,624) (8,322) (11,465) (23,538)
Interest expense on debt 10,597 12,765 32,233 42,373
Interest expense on subsidiary redeemable units 1,308 1,308 3,925 3,925
22,097 28,883 72,620 92,292
Generated from (utilized in) investing activities
Investment in building improvements (10,080) (3,743) (23,455) (12,704)
Investment in properties under development (753) (5,726) (5,883) (14,380)
Investment in property acquisition and transaction costs paid - (36,833) — (36,833)
Investment in property and equipment (40) — (348) (11)
Contributions to joint ventures (1,095) (10,244) (3,154) (11,568)
Distributions from investment in Dream Industrial REIT 4,786 — 9,639 —
Net proceeds from sale of Dream Industrial REIT units 5 12,201 — 12,201 —
Net proceeds from disposal of investment properties and net
transaction costs recovery (41) 222,514 2,057 224,450
Change in restricted cash 1,168 (935) 3,064 (2,402)
6,146 165,033 (5,879) 146,552
Generated from (utilized in) financing activities
Borrowings 6 59,000 38,000 191,000 400,900
Lump sum repayments 6 (22,523) (114,457) (182,523) (419,809)
Lump sum repayments on property dispositions — (23,937) - (23,937)
Principal repayments 6 (5,010) (3,734) (14,490) (12,344)
Financing cost additions — — - (2,575)
Interest paid on debt (10,259) (14,113) (34,226) (42,613)
Interest paid on subsidiary redeemable units (1,308) (1,308) (3,925) (3,925)
Distributions paid on REIT A Units 11 (13,723) (14,273) (41,669) (43,812)
Cancellation of REIT A Units under NCIB and transaction costs (48,058) (52,937) (69,213) (77,885)
Debt settlement costs paid (1) (1,294) (1) (1,294)
Principal repayments on finance lease liabilities (12) (8) (35) (33)
(41,894) (188,061) (155,082) (227,327)
Increase (decrease) in cash and cash equivalents (13,651) 5,855 (88,341) 11,517
Foreign exchange gain (loss) on cash held in foreign currency (98) 124 85 (69)
Cash and cash equivalents, beginning of period 20,903 14,238 95,410 8,769
Cash and cash equivalents, end of period S 7,154 § 20,217 S 7,154 S 20,217

See accompanying notes to the condensed consolidated financial statements.
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Notes to the condensed consolidated financial statements

(Unaudited, all dollar amounts in thousands of Canadian dollars, except for per unit or per square foot amounts)

Note 1

ORGANIZATION

Dream Office Real Estate Investment Trust (“Dream Office REIT” or the “Trust”) is an open-ended investment trust created pursuant
to a Declaration of Trust, as amended and restated, under the laws of the Province of Ontario. The condensed consolidated
financial statements of Dream Office REIT include the accounts of Dream Office REIT and its subsidiaries. Dream Office REIT owns
office properties primarily in downtown Toronto. A subsidiary of Dream Office REIT performs the property management function.

The principal office and centre of administration of the Trust is 30 Adelaide Street East, Suite 301, State Street Financial Centre,
Toronto, Ontario, M5C 3H1. The Trust is listed on the Toronto Stock Exchange (“TSX”) under the symbol “D.UN". Dream Office REIT’s
condensed consolidated financial statements for the three and nine months ended September 30, 2020 were authorized for issuance
by the Board of Trustees on November 5, 2020, after which they may only be amended with the Board of Trustees’ approval.

For simplicity, throughout the Notes, reference is made to the units of the Trust as follows:
e “REIT A Units”, meaning the REIT Units, Series A; and

e “subsidiary redeemable units”, meaning the LP Class B Units, Series 1, limited partnership units of Dream Office LP, a subsidiary
of Dream Office REIT.

Note 2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The condensed consolidated financial statements have been prepared in accordance with International Accounting Standard
(“1AS”) 34, “Interim Financial Reporting”, as issued by the International Accounting Standards Board (“IASB”). Accordingly, certain
information and footnote disclosures normally included in the annual consolidated financial statements prepared in accordance
with International Financial Reporting Standards (“IFRS”) have been omitted or condensed. The condensed consolidated financial
statements should be read in conjunction with the Trust’s annual consolidated financial statements for the year ended
December 31, 2019, which have been prepared in accordance with IFRS, as issued by the IASB.

Certain comparative figures in the condensed consolidated financial statements have been reclassified to conform to the current
period presentation.

Accounting policies

The condensed consolidated financial statements have been prepared using the same significant accounting policies and methods
as those used in the Trust’s annual consolidated financial statements for the year ended December 31, 2019, except as disclosed
below.

Government grants
Government grants are recognized in net income during the period when there is reasonable assurance that the grants will be
received and that the Trust will comply with the terms of the respective grant. Government grants are presented separately as
either income or as a reduction of the related costs for which the grants are intended to compensate, with similar grants presented
on a consistent basis.

Lease modifications

From time to time the Trust may agree with tenants to modify the terms of lease agreements, including changes to the
consideration under the lease. When the changes result in a reduction in amounts receivable relating to past lease periods, the
Trust applies IFRS 9, “Financial Instruments” (“IFRS 9”), in determining whether to partially or fully derecognize those receivables.
Other changes to the terms and conditions of the lease are treated as lease modifications in accordance with IFRS 16, “Leases”
(“IFRS 16”), and the modified lease is accounted for as a new lease from the effective date of the modification, with any prepaid
or accrued lease payments relating to the original lease included as part of the lease payments for the new lease.
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Change in accounting policies

Presentation of interest expense on debt in the condensed consolidated statement of cash flows

The Trust has amended its accounting policy for the presentation of interest expense on debt in the condensed consolidated
statements of cash flows. Effective January 1, 2020, the Trust has elected to present interest expense on debt as a cash flow arising
from financing activities where it was previously included in cash flows from operating activities. The Trust has made this change in
order to better align with the presentation of cash flows related to debt transactions. As a result of this change in presentation, cash
flows generated from (utilized in) operating activities for the three and nine months ended September 30, 2019 have increased by
$14,113 and $42,613, respectively, with a corresponding reduction to cash flows generated from (utilized in) financing activities.

Business combinations

Effective January 1, 2020, the Trust has applied the amendments to the requirements of IFRS 3, “Business Combinations”
(“IFRS 3”), in relation to whether a transaction meets the definition of a business combination. The amendments provide the
option for an entity to assess whether substantially all of the fair value of the gross assets acquired is concentrated in a single asset
or group of similar assets. If such a concentration exists, the transaction is not viewed as an acquisition of a business and no further
assessment of the business combination guidance is required. There was no impact on the adoption of this amendment since the
amendment is effective for business combinations for which the acquisition date is on or after the transition date.

Note 3

CRITICAL ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS IN APPLYING ACCOUNTING POLICIES
Preparing the condensed consolidated financial statements requires management to make judgments, estimates and assumptions
that affect the amounts reported. Management bases its judgments and estimates on historical experience and other factors it
believes to be reasonable under the circumstances, but which are inherently uncertain and unpredictable, the result of which forms
the basis of the carrying amounts of assets and liabilities. However, uncertainty about these assumptions and estimates could result
in outcomes that could require a material adjustment to the carrying amount of the affected asset or liability in the future. Except as
disclosed below, management has applied the same methodologies in making critical accounting judgments, estimates and
assumptions as disclosed in the Trust’s annual consolidated financial statements for the year ended December 31, 2019.

Elevated estimation uncertainty as a result of COVID-19

On March 11, 2020, the World Health Organization declared the novel coronavirus (“COVID-19”) a global pandemic. The pandemic
has created significant uncertainty in the general economy, including the real estate market. Such a pandemic could, if prolonged,
adversely impact our business directly and/or indirectly. Management continues to assess the impact of COVID-19 and
governments’ responses to it on the Trust. Portions of our financial results incorporate estimates from management that are
subject to increased uncertainty due to the market disruptions caused by the COVID-19 pandemic. An area of increased estimation
uncertainty in the Trust’s condensed consolidated financial statements is the fair value of its investment properties.

The amounts recorded in these condensed consolidated financial statements are based on the latest reliable information available
to management at the time the condensed consolidated financial statements were prepared where that information reflects
conditions at the date of the condensed consolidated financial statements. However, uncertainty about these assumptions and
estimates could result in outcomes that could require a material adjustment to the carrying amount of the affected asset or liability
in the future.

Dream Office REIT 2020 Third Quarter Report | 47



Note 4
INVESTMENT PROPERTIES

Nine months ended September 30, 2020 Year ended December 31, 2019
Properties Properties
Active under Investment Active under Investment
Note properties development properties properties  development properties
Balance, beginning of period $ 2,318,599 $ 102,346 $ 2,420,945 S 2,704,241 S 74,585 S 2,778,826
Right-of-use assets recognized on adoption
of IFRS 16 - - - 4,499 — 4,499
Adjusted balance, beginning of period 2,318,599 102,346 2,420,945 2,708,740 74,585 2,783,325
Additions:
Investment property acquisition —_ — — 47,454 — 47,454
Building improvements 25,413 3,311 28,724 24,237 24,981 49,218
Lease incentives and initial direct leasing
costs 5,403 1,136 6,539 26,089 1,252 27,341
Capitalized interest — 794 794 — 488 488
Total additions to investment properties 30,816 5,241 36,057 97,780 26,721 124,501
Transfers, dispositions, assets held for sale
and other:
Investment properties disposed of
during the period - — — (172,033) — (172,033)
Investment properties classified as held
for sale during the period 10 (12,750) — (12,750) (354,946) — (354,946)
Otherl® (1,552) — (1,552) (363) — (363)
Total transferred, disposed, classified as
held for sale and other (14,302) - (14,302) (527,342) — (527,342)
Changes included in net income:
Fair value adjustments to investment
properties 20,750 3,406 24,156 54,519 1,210 55,729
Change in straight-line rent (248) (29) (277) 91 (14) 77
Amortization and write-off of lease
incentives (8,965) (156) (9,121) (12,998) (156) (13,154)
Total changes included in net income 11,537 3,221 14,758 41,612 1,040 42,652
Change included in other comprehensive
income (loss):
Foreign currency translation adjustment 788 — 788 (2,191) — (2,191)
Total change included in other
comprehensive income (loss) 788 — 788 (2,191) — (2,191)
Balance, end of period $ 2,347,438 $ 110,808 $ 2,458,246 S 2,318,599 $ 102,346 S 2,420,945

Change in unrealized income included in
net income for the period
Change in fair value of investment
properties S 20,750 $ 3,406 S 24,156 S 60,831 $ 1,210 S 62,041

(1) Included in Other is a reversal of accrued leasing costs for the settlement of lease-related obligations during the third quarter of 2020.

Investment properties includes $12,369 (December 31, 2019 — $12,801) related to straight-line rent receivables.

Valuations of externally appraised properties

For the nine months ended September 30, 2020, there were six investment properties valued by qualified external valuation
professionals with an aggregate fair value of $529,276, representing 22% of the total investment property values (for the year
ended December 31, 2019 — 10 investment properties with an aggregate fair value of $1,073,130, representing 44% of the total
investment property values).

Fair value adjustments to investment properties

When performing fair value assessments for its investment properties, the Trust incorporates a number of factors including recent
market transactions, recent leasing activity, market vacancy, leasing costs and other information obtained from market research
and recently completed leases. The fair value of the investment properties as at September 30, 2020 and December 31, 2019
represents the Trust’s best estimate based on internally and externally available information as at the end of each reporting period.
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The duration and full scope of the economic impact of the COVID-19 pandemic is unknown at this time. Key valuation assumptions
which could be impacted over the long term include: market rents, leasing costs, vacancy rates, discount rates and capitalization
rates (“cap rates”). The Trust continues to monitor the effect of the economic environment on the valuation of its investment
properties.

If there are any changes in the critical and key assumptions used in valuing the investment properties, in regional, national or
international economic conditions, or new developments in the COVID-19 pandemic, the fair value of investment properties may
change materially.

Zoning approval

On January 29, 2020, the Trust received council zoning approval for its application to amend the zoning of its property at
250 Dundas Street West in downtown Toronto. The revised zoning permits the Trust to convert the office property to a multi-use
development comprising commercial office, multi-residential rental and retail components. As at December 31, 2019, this
property was valued using the cap rate method consistent with the highest and best use of the property on that date. As a result
of the approved rezoning, this property was valued by a qualified external valuation professional using the direct comparison
approach, taking into consideration recent activity for comparable development sites. The Trust continues to consider the value
as determined by a qualified external valuation professional using the direct comparison approach to be appropriate as at
September 30, 2020.

Assumptions used in the valuation of investment properties using the cap rate method

As at September 30, 2020, the Trust’s investment properties, excluding assets held for sale, properties under development, a
property with redevelopment potential and a property valued by a qualified external valuation professional under the direct
comparison approach, were valued using the cap rate method.

The critical valuation metrics by segment as at September 30, 2020 and December 31, 2019 are set out below:

September 30, 2020 December 31, 2019

Weighted Weighted

Range (%) average (%) Range (%) average (%)

Toronto downtown 4.50-6.00 4.79 4.50-6.00 4.81
Other markets 6.25-8.25 7.37 6.00-8.00 6.95
Total portfolio 4.50-8.25 5.13 4.50-8.00 5.08

Sensitivities on assumptions

Generally, an increase in stabilized net operating income (“NOI”) will result in an increase to the fair value of an investment
property. An increase in the cap rate will result in a decrease to the fair value of an investment property. The cap rate magnifies
the effect of a change in stabilized NOI, with a lower rate resulting in a greater impact to the fair value of an investment property
than a higher rate.

The following sensitivity table outlines the potential impact on the fair value of investment properties (excluding assets held for
sale, investment properties under development, a property with redevelopment potential and a property valued by qualified
external valuation professionals under the direct comparison approach), assuming a change in the weighted average cap rate by
25 basis points (“bps”) as at September 30, 2020.

Impact of change to
weighted average cap rates

+25 bps -25 bps
Increase (decrease) in value S (105,540) §$ 116,890
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Assumptions used in the valuation of investment properties using the discounted cash flow method
As at September 30, 2020 and December 31, 2019, the Trust’s investment properties under development and a property with
redevelopment potential were valued using the discounted cash flow method.

The critical valuation metrics as at September 30, 2020 and December 31, 2019 are set out below:

September 30, 2020 December 31, 2019

Weighted Weighted

Range average Range average

Discount rates (%) 5.25-8.25 7.08 5.25-8.25 7.09
Terminal cap rates (%)") 5.00-7.50 6.68 5.00-7.50 6.69
Market rents (in dollars per square foot) $  10.00-45.00 $ 2487 $ 10.00-45.00 ¢ 24.67

(1) Includes investment properties under development and a property with redevelopment potential.
(2) Market rents represent year one rates in the discounted cash flow model. Market rents include office space only and exclude retail space.

In addition to the assumptions noted above, leasing cost assumptions for new and renewed leasing were within the range of $5.00
and $40.00 per square foot as at September 30, 2020 and December 31, 2019.

Sensitivities on assumptions

The following sensitivity table outlines the potential impact on the fair value of investment properties under development and a
property with redevelopment potential, assuming a change in the weighted average discount rates and terminal cap rates by a
respective 25 bps as at September 30, 2020.

Impact of change to Impact of change to

weighted average discount rates weighted average terminal cap rates

+25 bps =25 bps +25 bps =25 bps

Increase (decrease) in value S (2,739) S 2,810 S (3,272) $ 3,568

The following sensitivity table outlines the potential impact on the fair value of investment properties under development and a
property with redevelopment potential, assuming the market rental rates were to change by $1.00 per square foot and if the
leasing costs per square foot were to change by $5.00 per square foot as at September 30, 2020.

Impact of change to Impact of change to

market rental rates leasing costs per square foot

+$1.00 —$1.00 +$5.00 —-$5.00

Increase (decrease) in value S 1,602 S (1,603) S (566) S 566

Generally, a decrease in vacancy rate assumptions will result in an increase to the fair value of investment properties under
development and a property with redevelopment potential, while an increase in vacancy rate assumptions will result in a decrease
to the fair value of investment properties under development and a property with redevelopment potential.
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Note 5

INVESTMENT IN DREAM INDUSTRIAL REIT

Dream Industrial Real Estate Investment Trust (“Dream Industrial REIT”) is an unincorporated, open-ended real estate investment
trust listed on the Toronto Stock Exchange under the symbol “DIR.UN".

Nine months ended Year ended

September 30, 2020 December 31, 2019
Balance, beginning of period S 320,295 266,583
Dream Industrial REIT units purchased through distribution reinvestment plan 4,950 19,114
Distributions earned (14,498) (19,222)
Share of net income 14,900 51,304
Net dilution gain 4,334 4,774
Loss on the sale of Dream Industrial REIT units (1,248) —
Net proceeds on sale of Dream Industrial REIT units (12,201) —
Share of other comprehensive income (loss) 5,231 (2,258)
Balance, end of period S 321,763 S 320,295
Dream Industrial REIT units held, end of period® 8,052,455 8,792,170
Dream Industrial LP Class B limited partnership units held, end of period? 18,551,855 18,551,855
Total units held, end of period 26,604,310 27,344,025
Ownership as a percentage of units outstanding, end of period 15.5% 17.8%

(1) 4,800,587 Dream Industrial REIT units are pledged as security for the $20,000 demand revolving credit facility as at September 30, 2020 and December 31,
2019.

(2) 9,551,160 Dream Industrial LP Class B limited partnership units are pledged as security for the $300,000 demand revolving credit facility as at September 30,
2020 and December 31, 2019.

On February 12, 2020, Dream Industrial REIT completed a public offering and issued 16,859,000 REIT units.

On March 27, 2020, Dream Industrial REIT announced that it has suspended its Distribution Reinvestment and Unit Purchase Plan,
effective for the March 2020 distribution.

On September 28, 2020, the Trust sold 1,125,250 Dream Industrial REIT units for net proceeds of $12,201. As a result of this sale,
the Trust recorded a loss totalling $1,248 for the difference between the net proceeds and carrying value of the investment.

The fair value of the Trust’s interest in Dream Industrial REIT of $300,895 (December 31, 2019 — $359,300) was determined using
the Dream Industrial REIT closing unit price of $11.31 per unit at period-end multiplied by the number of units held by the Trust
as at September 30, 2020.

Under IAS 28, “Investments in Associates and Joint Ventures”, a significant or prolonged decline in the fair value of an investment
in an equity instrument below its cost is an indicator of impairment. As a result, the Trust performed an impairment test as at
September 30, 2020, by comparing the recoverable amount of its investment in Dream Industrial REIT using the value-in-use
approach to its carrying value. Based on the impairment test performed, the Trust concluded that no impairment existed as at
September 30, 2020.

Note 6
DEBT

September 30, December 31,
2020 2019
Mortgages@ S 975,185 § 1,003,081
Demand revolving credit facilities®?3)*) 171,255 (2,709)
Debentures — 150,000
Total 1,146,440 1,150,372
Less: Current portion (121,932) (182,511)
Non-current debt S 1,024,508 S 967,861

(1) Net of financing costs of $3,644 (December 31, 2019 — $4,230).

(2) Secured by charges on specific investment properties.

(3) Secured by certain Dream Industrial REIT units and Dream Industrial LP Class B limited partnership units (see Note 5).
(4) Net of financing costs of $1,745 (December 31, 2019 — $2,709).
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Continuity of debt

The following tables provide a continuity of debt for the nine months ended September 30, 2020 and for the year ended
December 31, 2019:

Nine months ended September 30, 2020

Demand
revolving
Mortgages credit facilities Debentures Total
Balance as at January 1, 2020 $ 1,003,081 $ (2,709) $ 150,000 $ 1,150,372
Cash items:
Borrowings - 191,000 - 191,000
Lump sum repayments (14,523) (18,000) (150,000) (182,523)
Principal repayments (14,490) - - (14,490)
Non-cash items:
Foreign currency translation adjustment 785 - - 785
Other adjustments(?) 332 964 — 1,296
Balance as at September 30, 2020 S 975,185 S 171,255 $ — S 1,146,440
(1) Other adjustments includes amortization of financing costs and fair value adjustments.
Year ended December 31, 2019
Demand
revolving
Mortgages credit facilities Debentures Total
Balance at January 1, 2019 S 964,758 $ 291,686 S 149,769 S 1,406,213
Cash items:
Borrowings 292,900 118,000 - 410,900
Lump sum repayments (56,650) (412,702) — (469,352)
Principal repayments (15,067) — — (15,067)
Lump sum repayment on property disposition (18,000) — — (18,000)
Financing costs additions (1,905) (670) — (2,575)
Non-cash items:
Debt assumed on acquisition of investment property 10,306 - - 10,306
Debt classified as liabilities related to assets held for sale (172,316) — — (172,316)
Foreign currency translation adjustment (1,468) — — (1,468)
Other adjustments(?) 523 977 231 1,731
Balance as at December 31, 2019 $ 1,003,081 S (2,709) $ 150,000 $ 1,150,372

(1) Other adjustments includes amortization and write-offs of financing costs and fair value adjustments.

Demand revolving credit facilities

The Trust has two demand revolving credit facilities: (i) a $300,000 demand revolving credit facility; and (ii) a $20,000 demand
revolving credit facility. The details of each demand revolving credit facility are specified in the tables below. The Trust also has an
accordion option of up to $100,000 in additional borrowing capacity on the $300,000 demand revolving credit facility if additional
assets are pledged as security and subject to lender approval.

The amounts available and drawn under the demand revolving credit facilities as at September 30, 2020 and December 31, 2019
are summarized in the tables below:

September 30, 2020
Face

Interest rates interest Borrowing Letters of Amount
Maturity date on drawings rate capacity Drawings credit available

Formula-based maximum not to BA +1.70% or
exceed $300,000(V March 1, 2022 prime + 0.70% 2.21% $ 300,000 $ (173,000) $ (1,620) $ 125,380

Formula-based maximum not to BA +2.00% or
exceed $20,000? March 31, 2021 prime + 0.85% n/a 20,000 — — 20,000

2.21% $ 320,000 $ (173,000) $  (1,620) $ 145,380

(1) The $300,000 demand revolving credit facility is secured by four investment properties and 9,551,160 Dream Industrial LP Class B limited partnership units.
(2) The $20,000 demand revolving credit facility is secured by 4,800,587 Dream Industrial REIT units.
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December 31, 2019

Face
Interest rates  interest Borrowing Letters of Amount
Maturity date on drawings rate capacity Drawings credit available
Formula-based maximum not to BA +1.70% or
exceed $300,0001) March 1, 2022 prime +0.70% nfa $ 300,000 $ - S (1,830) $ 298,170
Formula-based maximum not to BA +2.00% or
exceed $20,000@ March 31, 2021 prime + 0.85% n/a 20,000 — — 20,000

S 320,000 $ — S (1,830) S 318,170

(1) The $300,000 demand revolving credit facility was secured by four investment properties and 9,551,160 Dream Industrial LP Class B limited partnership units.
(2) The $20,000 demand revolving credit facility was secured by 4,800,587 Dream Industrial REIT units.

Debentures
Series C Debentures
On January 21, 2020, the Trust repaid the Series C Debentures with an aggregate principal amount of $150,000.

Note 7
INVESTMENT PROPERTIES REVENUE

Three months ended September 30, Nine months ended September 30,
2020 2019 2020 2019
Rental revenue $ 32335 S 35,289 $ 97,902 $ 104,929
CAM and parking services revenue 18,581 21,681 55,659 65,182
Property management and other service fees 396 462 1,203 1,917
Total $ 51,312 $ 57,432 $ 154,764 S 172,028
Note 8
FAIR VALUE ADJUSTMENTS TO FINANCIAL INSTRUMENTS
Three months ended September 30, Nine months ended September 30,
2020 2019 2020 2019
Remeasurement of carrying value of subsidiary redeemable units S 12,404 S (31,246) $ 67,935 § (38,312)
Remeasurement of carrying value of deferred trust units 1,681 (5,269) 8,125 (7,302)
Total $ 14,085 S (36,515) $ 76,060 $ (45,614)
Note 9
LEASING COSTS AND NET GAIN (LOSS) ON TRANSACTIONS
Three months ended September 30, Nine months ended September 30,
2020 2019 2020 2019
Internal leasing costs S (311) S (s06) $ (1,093) S (1,688)
Recovery (costs) attributable to sale of investment properties() (12) (317) 2,254 (445)
Debt settlement costs, net®? (1) (361) (1) (361)
Total S (324) S (1,184) $ 1,160 S (2,494)

(1) Recovery (costs) attributable to sale of investment properties consist of recoveries, transaction costs, commissions and other expenses incurred in relation to
the disposal of investment properties.

(2) Net debt settlement costs comprise charges on discharge of mortgages and the write-off of associated financing costs.

During the second quarter of 2020, the Trust recorded a net transaction costs recovery due to the final settlement of post-close
balances from various properties and the release of an escrow held back on the sale of an investment property during 2017.
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Note 10

ASSET HELD FOR SALE

As at September 30, 2020, the Trust had committed to a plan of sale of one investment property located in Saskatoon. As the
disposition was considered to be highly probable, the Trust classified this unsecured investment property valued at $12,750 as an
asset held for sale.

On October 16, 2020, the Trust completed the sale of this investment property for total gross proceeds (before adjustments and
transaction costs) of $12,750.

Note 11

DISTRIBUTIONS

Dream Office REIT’s Declaration of Trust, as amended and restated, endeavours to maintain monthly distribution payments to
unitholders payable on or about the 15th day of the following month. For the nine months ended September 30, 2020 and
September 30, 2019, the Trust declared distributions totalling $0.75 per unit.

The following table summarizes distribution payments for the nine months ended September 30, 2020 and September 30, 2019:

Nine months ended September 30,

2020 2019

Paid in cash S (41,669) S (43,812)
Add-back: Payable at December 31, 2019 (December 31, 2018) 4,686 4,947
Deduct: Payable at September 30, 2020 (September 30, 2019) (4,398) (4,686)
Total distributions paid and payable S (41,381) S (43,551)

The following table summarizes our monthly distributions paid and payable subsequent to period-end:

Date distribution was Distribution per  Total distribution

Date distribution announced = Month of distribution paid or is payable REIT A Unit paid or payable
September 21, 2020 September 2020 October 15, 2020 S 0.08333 S 4,398
October 21, 2020 October 2020 November 13, 2020 0.08333 4,291

Note 12

NORMAL COURSE ISSUER BID (“NCIB”)

On August 18, 2020, the NCIB covering the period from August 19, 2019 to August 18, 2020 expired. On August 14, 2020, the TSX
accepted a notice filed by the Trust to renew its prior NCIB for a one-year period. Under the bid, the Trust will have the ability to
purchase for cancellation up to a maximum of 4,106,996 of its REIT A Units (representing 10% of the Trust’s public float of
41,069,968 REIT A Units) through the facilities of the TSX. The renewed bid commenced on August 19, 2020 and will remain in
effect until the earlier of August 18, 2021 or the date on which the Trust has purchased the maximum number of REIT A Units
permitted under the bid. Daily purchases are limited to 64,564 REIT A Units, which equals 25% of the average daily trading volume
during the prior six calendar months (being 258,256 REIT A Units per day), other than purchases pursuant to applicable block
purchase exceptions.

In connection with the NCIB renewal, the Trust entered into an automatic securities repurchase plan (the “Repurchase Plan”) with
its designated broker in order to facilitate purchases of its REIT A Units under the NCIB. The Repurchase Plan allows for purchases
by Dream Office REIT of REIT A Units at any time including, without limitation, when the Trust would ordinarily not be permitted
to make purchases due to regulatory restrictions or self-imposed blackout periods. Purchases will be made by the Trust’s broker
based upon the parameters prescribed by the TSX and the terms of the parties’ written agreement. Outside of such restricted or
blackout periods, the REIT A Units may also be purchased in accordance with management’s discretion. The Repurchase Plan will
terminate on August 18, 2021.

Subsequent to September 30, 2020, the Trust purchased for cancellation an additional 1,548,100 REIT A Units under the normal
course issuer bid at a cost of $28,670.
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Note 13
SUPPLEMENTARY CASH FLOW INFORMATION
The components of amortization and depreciation under operating activities include:

Three months ended September 30, Nine months ended September 30,

Note 2020 2019 2020 2019

Amortization and write-off of lease incentives 4 S 3,120 S 3,168 S 9,121 S 9,587
Amortization of intangible assets 96 112 294 336
Depreciation on property and equipment 256 277 831 958
Total amortization and depreciation S 3,472 S 3,557 S 10,246 S 10,881

The components of changes in other adjustments under operating activities include:

Three months ended September 30, Nine months ended September 30,

2020 2019 2020 2019

Deferred unit compensation expense S 462 S 497 § 1,914 S 2,065
Straight-line rent adjustment 112 (49) 284 (523)
Deferred income taxes expense 93 102 133 337
Costs (recovery) attributable to sale of investment properties 12 2,967 (2,252) 3,095
Share of net loss (income) from investments in joint ventures 43 497 (204) 515
Debt settlement costs, net 1 1,620 1 1,620
Total other adjustments S 723 S 5634 S (124) S 7,109

The components of the changes in non-cash working capital under operating activities include:

Three months ended September 30, Nine months ended September 30,

2020 2019 2020 2019

Decrease in amounts receivable S 7,482 S 3,265 S 6,881 S 4,978
Decrease (increase) in prepaid expenses and other assets (209) 1,420 (69) (1,940)
Decrease (increase) in other non-current assets (583) 155 (2,374) 81
Increase (decrease) in amounts payable and accrued liabilities (9,330) (1,581) (9,301) 3,135
Decrease in other non-current liabilities (142) (338) (855) (552)
Change in non-cash working capital S (2,782) $ 2,921 § (5,718) $ 5,702

Note 14
SEGMENTED INFORMATION

For the three and nine months ended September 30, 2020 and September 30, 2019, the Trust’s reportable operating segments of
its investment properties and results of operations were segmented geographically, namely Toronto downtown and Other
markets. The chief operating decision-maker measures and evaluates the performance of the Trust based on net operating income
as presented by geographical location below. The performance of assets held for sale, properties under development, acquired
properties and sold properties are considered separately by the chief operating decision-maker from properties in the regional
segments. Accordingly, revenue, expenses and fair value adjustments related to these properties have been reclassified to “Not
segmented” for segment disclosure along with property management and other service fees, lease termination fees, bad debt
expense, straight-line rent and amortization of lease incentives. The Trust did not allocate interest expense to these segments
since leverage is viewed as a corporate function. The decision as to where to incur the debt is largely based on minimizing the cost
of debt and is not specifically related to the segments. Similarly, other income, other expenses, fair value adjustments to financial
instruments, leasing, transaction and debt settlement costs, and income taxes were not allocated to the segments.

Three months ended September 30, 2020 Toronto downtown Other markets Segment total Not segmented¥ Total
Operations
Investment properties revenue S 39,713 $ 11,888 $ 51,601 $ (289) $ 51,312
Investment properties operating expenses (15,630) (5,821) (21,451) (1,971) (23,422)
Net rental income (segment income) S 24,083 $ 6,067 S 30,150 $ (2,260) $ 27,890
Fair value adjustments to investment

properties $ (3,357) $ 1,879 $ (1,478) $ 725 $ (753)

(1) Includes revenue, expenses and fair value adjustments related to properties under development, acquired and sold properties, an asset held for sale, property
management and other service fees, lease termination fees, bad debt expense, straight-line rent and amortization of lease incentives during the period.
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Three months ended September 30, 2019 Toronto downtown Other markets Segment total Not segmented™® Total
Operations
Investment properties revenue S 40,019 $ 12,422 S 52,441 S 4991 S 57,432
Investment properties operating expenses (15,994) (5,842) (21,836) (3,634) (25,470)
Net rental income (segment income) S 24,025 S 6,580 S 30,605 $ 1,357 $ 31,962
Fair value adjustments to investment

properties S 15,077 S (571) S 14,506 S 3,081 S 17,587

(1) Includes revenue, expenses and fair value adjustments related to properties under development, acquired and sold properties, an asset held for sale, property
management and other service fees, lease termination fees, bad debt expense, straight-line rent and amortization of lease incentives during the period.

Nine months ended September 30, 2020 Toronto downtown Other markets Segment total Not segmented® Total
Operations
Investment properties revenue S 119,873 S 36,122 $ 155,995 S (1,231) $ 154,764
Investment properties operating expenses (47,773) (16,750) (64,523) (5,244) (69,767)
Net rental income (segment income) S 72,100 $ 19,372 $ 91,472 S (6,475) $ 84,997
Fair value adjustments to investment

properties $ 62,606 $ (36,778) $ 25,828 $ (1,672) $ 24,156

(1) Includes revenue, expenses and fair value adjustments related to properties under development, acquired and sold properties, an asset held for sale, property
management and other service fees, lease termination fees, bad debt expense, straight-line rent and amortization of lease incentives during the period.

Nine months ended September 30, 2019 Toronto downtown Other markets Segment total Not segmented” Total
Operations
Investment properties revenue S 120,277 S 36,377 $ 156,654 $ 15,374 S 172,028
Investment properties operating expenses (48,595) (16,535) (65,130) (10,406) (75,536)
Net rental income (segment income) S 71,682 §$ 19,842 S 91,524 § 4,968 S 96,492
Fair value adjustments to investment

properties S 35,799 $ (7,325) $ 28,474 $ 6,020 S 34,494

(1) Includes revenue, expenses and fair value adjustments related to properties under development, acquired and sold properties, an asset held for sale, property
management and other service fees, lease termination fees, bad debt expense, straight-line rent and amortization of lease incentives during the period.

Nine months ended

September 30, 2020 Toronto downtown Other markets Segment total Not segmented”  Reconciliation® Total
Capital expenditures®® S 21,808 $ 7,431 $ 29,239 S 6,818 $ - S 36,057
Investment properties 1,968,943 332,283 2,301,226 169,770 (12,750) 2,458,246
(1) Includes activity of properties under development, acquired and held for sale/sold properties (as applicable).
(2) Includes assets held for sale at period-end.
(3) Includes building improvements and initial direct leasing costs and lease incentives during the period.
Year ended December 31, 2019 Toronto downtown Other markets Segment total  Not segmented” Reconciliation? Total
Capital expenditures® S 24,548 S 18,189 S 42,737 $ 35,257 $ (947) S 77,047
Investment properties 1,890,308 365,992 2,256,300 164,645 — 2,420,945

(1) Includes activity of properties under development and held for sale/sold properties (as applicable).
(2) Includes assets held for sale during the period.
(3) Includes building improvements and initial direct leasing costs and lease incentives during the period.

Note 15
RELATED PARTY TRANSACTIONS AND ARRANGEMENTS

From time to time, Dream Office REIT and its subsidiaries enter into transactions with related parties that are generally conducted

on a cost recovery basis or under normal commercial terms.
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On May 15, 2019, the Trust entered into a shared services agreement (the “New Shared Services Agreement”) with Dream Asset
Management Corporation (“DAM”), a subsidiary of Dream Unlimited Corp., which replaced the existing Management Services
Agreement, Shared Services and Cost Sharing Agreement and Administrative Services Agreement (the “Existing Agreements”). As
a result of the termination of the Existing Agreements, any incentive fees that may have been payable to DAM in the future under
the Management Services Agreement were eliminated. Under the New Shared Services Agreement, the Trust acts as the property
manager for DAM’s income properties in Canada and DAM acts as the development manager for the Trust’s future development
projects. In order to take advantage of economies of scale, the New Shared Services Agreement maintains certain resource-sharing
arrangements between the Trust and DAM, such as information technology, human resources and insurance, among other services
as requested, on a cost allocation basis.

Under the New Shared Services Agreement, in connection with each development project, DAM earns a development fee equal
to 3.75% of the total net revenues of the development or, for rental properties, 3.75% of the fair value upon completion, without
any promote or other incentive fees. In connection with the property management services provided by the Trust to DAM, the
Trust earns a fee equal to 3.5% of gross revenue of the managed income properties.

Related party transactions with DAM
The following is a summary of costs processed by DAM and the Trust for the three and nine months ended September 30, 2020
and September 30, 2019:

Three months ended September 30, Nine months ended September 30,

2020 2019 2020 2019

Property management services fee charged by the Trust S 50 $ 57 $ 152 § 162
Costs processed by the Trust on behalf of DAM (cost recovery) 2,041 1,642 6,311 4,822
Development fees charged by DAM® (588) (589) (1,765) (884)
Costs processed by DAM on behalf of the Trust (cost recovery) (263) (474) (1,251) (1,584)
Net fees and reimbursements from DAM S 1,240 S 636 $ 3,447 S 2,516

(1) Development fees charged by DAM became effective May 15, 2019.

The following is a summary of the amounts due from (to) DAM as at September 30, 2020 and December 31, 2019:

September 30, December 31,

2020 2019

Amounts due from DAM S 719 S 658
Amounts due to DAM (889) (921)
Net amounts due from (to) DAM $ (170) S (263)

During the year ended December 31, 2018, the Trust, along with DAM, a subsidiary of Dream Unlimited Corp., entered into a joint
investment in Alate Partners, an investment company focused on the property technology market. The Trust and DAM each hold
a 25% interest in the equity accounted investment. At September 30, 2020, the Trust had funded $6,589 since inception into the
joint investment (December 31, 2019 — $4,591).

Related party transactions with Dream Impact Trust
The following is a summary of the amounts that were charged to Dream Impact Trust (formerly Dream Hard Asset Alternatives
Trust) for the three and nine months ended September 30, 2020 and September 30, 2019:

Three months ended September 30, Nine months ended September 30,

2020 2019 2020 2019
Property management and construction fees related to
co-owned properties S 188 S 236 $ 694 S 809
Costs processed on behalf of Dream Impact Trust related to
co-owned properties 274 394 806 1,202
Amounts charged to Dream Impact Trust under the Services Agreement 71 86 249 283
Total cost recoveries from Dream Impact Trust S 533 § 716 $ 1,749 S 2,294

Amounts due from Dream Impact Trust as of September 30, 2020 were $131 (December 31, 2019 — $102).

Dream Office REIT 2020 Third Quarter Report | 57



Related party transactions with Dream Industrial REIT
The following is a summary of the cost recoveries from Dream Industrial REIT for the three and nine months ended September 30,
2020 and September 30, 2019:

Three months ended September 30, Nine months ended September 30,
2020 2019 2020 2019
Total cost recoveries from Dream Industrial REIT S 1,303 S 995 § 3,836 S 3,041

Amounts due from Dream Industrial REIT relating to the Services Agreement as of September 30, 2020 were $470 (December 31,
2019 — $302).

Amounts due to Dream Industrial REIT as of September 30, 2020 were $213 (December 31, 2019 — $2,275).

Distribution and interest receivable (payable) from (to) related parties

September 30, December 31,

2020 2019

Distributions receivable from Dream Industrial REITY S 1,552 S 1,643
Distributions payable to DAM®@ (1,034) (958)
Subsidiary redeemable interest payable to DAM® (436) (436)

(1) Distributions receivable is in relation to the 8,052,455 Dream Industrial REIT units and 18,551,855 Dream Industrial LP Class B limited partnership units held by
the Trust as at September 30, 2020 (December 31,2019 - 8,792,170 Dream Industrial REIT units and 18,551,855 Dream Industrial LP Class B limited partnership
units). Distributions receivable as at December 31, 2019 included bonus distributions pursuant to Dream Industrial REIT’s distribution reinvestment plan.

(2) Distributions payable is in relation to the 12,410,002 REIT A Units held by DAM as at September 30, 2020 (December 31, 2019 — 11,490,702 REIT A Units).

(3) Subsidiary redeemable interest payable is in relation to the 5,233,823 subsidiary redeemable units held by DAM as at September 30, 2020 and December 31,
2019.

For the three and nine months ended September 30, 2020, total distributions and subsidiary redeemable interest paid and payable
to DAM were $4,411 and $13,137, respectively (for the three and nine months ended September 30, 2019 — $3,750 and $11,078,
respectively).

Note 16

COMMITMENTS AND CONTINGENCIES

Dream Office REIT and its operating subsidiaries are contingently liable under guarantees that are issued in the normal course of
business, on certain debt assumed by purchasers of disposed investment properties, and with respect to litigation and claims that
arise from time to time. In the opinion of management, any liability that may arise from such contingencies would not have a
material adverse effect on the condensed consolidated financial statements as at September 30, 2020.

In 2015, a subsidiary of the Trust received notices of reassessment from both the Canada Revenue Agency and the Alberta Minister
of Finance with respect to its 2007, 2008 and 2010 taxation years. These reassessments relate to the deductibility of certain tax
losses claimed by the subsidiary prior to its acquisition by the Trust. These federal and provincial reassessments, if upheld, could
increase total current taxes payable, including interest and penalties, by $12,738. No cash payment is expected to be made unless
it is ultimately established that the Trust has an obligation to make one. Management is of the view that there is a strong case to
support the position as filed and has contested both the federal and provincial reassessments. Since management believes that it
is more likely than not that its position will be sustained, no amounts related to these reassessments have been recorded in the
condensed consolidated financial statements as at September 30, 2020.

At September 30, 2020, Dream Office REIT’s future minimum commitments are as follows:

Minimum payments due

Within 1 year 1-5 years > 5 years Total
Operating lease payments for low-value assets S 143 $ 214 S - S 357
Operating commitments 3,063 2,616 — 5,679
Fixed price contracts 222 888 1,967 3,077
Total S 3,428 S 3,718 S 1,967 $ 9,113

In 2018, the Trust originally committed US$7,250 to fund investments in real estate technologies, of which US$4,983 was funded
as at September 30, 2020 (December 31, 2019 — USS3,483). Subsequent to the quarter, the Trust funded an additional US$125.
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The Trust is contingently liable under guarantees that are issued on certain debt assumed by purchasers of investment properties
totalling $111,521 (December 31, 2019 — $114,291) with a weighted average term to maturity of 2.9 years (December 31, 2019 —
3.7 years). The geographic distribution of the guaranteed debt is: 79% in British Columbia, 13% in Ontario and 8% in Québec.
On October 1, 2020, a guaranteed mortgage totalling $34,306 secured by a property in British Columbia was repaid in full by
the purchaser.

In the event that a contemplated development project proceeds, the Trust has committed to contribute one of its investment
properties with a fair value of $41,184 to the development project.

As part of the sale of a property in Calgary in 2018, the Trust committed to a construction loan facility of up to $12,500. The
construction loan facility bears interest at 4.5%, matures on April 10, 2022 with an option to extend to April 10, 2023, and is
secured by the property. As at September 30, 2020, the Trust had funded $2,420 under the construction loan facility. Subsequent
to the quarter, the Trust funded an additional $612 under the construction loan facility.

Note 17

RISK MANAGEMENT

The Trust previously disclosed its risk exposures arising from financial instruments in its annual consolidated financial statements
for the year ended December 31, 2019. The risk exposures are unchanged except as disclosed below.

Increase in credit risk as a result of COVID-19

Credit risk arises from the possibility that tenants in investment properties or counterparties to financial instruments may not
fulfill their lease or contractual obligations. The Trust mitigates its credit risks from its tenants by attracting tenants of sound
financial standing and by diversifying its mix of tenants. The Trust manages its credit risk on vendor takeback mortgage receivables
by lending to reputable purchasers of properties, retaining security interests in the sold investment properties, monitoring
compliance with repayment schedules, and evaluating the progress and estimated rates of returns of financed projects. The Trust
manages its credit risk on debt guarantees of assumed debt by reputable purchasers of properties through monitoring the debtors’
compliance with repayment schedules and loan covenants, and obtaining indemnities from parties with strong covenants.

COVID-19 and the measures to contain it have created significant uncertainty in the general economy. A deterioration in the
economy may impact the ability of tenants to meet their obligations under their leases or contracts. The Trust continues to assess
the effect of economic conditions on the creditworthiness of our tenants and counterparties. As part of this assessment, the Trust
reviews the risk profiles of its tenant base to assess which tenants are likely to continue meeting their obligations under their
leases and which tenants are at a greater risk of default. We expect that certain tenants may have difficulty meeting their
obligations under their leases, resulting in an elevated risk of credit losses. Certain of our tenants have qualified, and may continue
to qualify, for government assistance programs or required assistance in the form of short-term rent deferrals.

For the three and nine months ended September 30, 2020, the Trust has recorded COVID-related provisions totalling $1,164 and
$2,660, respectively, which are included in investment properties operating expenses within the condensed consolidated
statements of comprehensive income. This provisions balance represents an estimate of potential credit losses on our trade
receivables for all uncollected rent as at September 30, 2020, as well as the 25% of recurring gross contractual rent that the Trust
forgave for eligible tenants through our participation in the Canada Emergency Commercial Rent Assistance program, operated
jointly by the federal and provincial governments during the period from April 1, 2020 to September 30, 2020. Also included in
investment properties operating expenses for the three and nine months ended September 30, 2020 is the impact of the Canada
Emergency Wage Subsidy program totalling $592 and $1,752, respectively, that the Trust qualified for during the period.

The Trust has assessed the expected credit losses associated with its vendor takeback mortgages receivable by evaluating the
credit quality of the borrower, whether the counterparties are fulfilling their obligations under the terms of the agreements and
the value of the collateral and loan guarantees relative to the balance of the receivable. No provisions were required as a result of
this assessment.
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Note 18

FINANCIAL INSTRUMENTS

Fair value of financial instruments

Quoted market prices represent a Level 1 valuation. When quoted market prices are not available, the Trust maximizes the use of
observable inputs. When all significant inputs are observable, the valuation is classified as Level 2. Valuations that require the
significant use of unobservable inputs are considered Level 3. The Trust’s policy is to recognize transfers in and transfers out of fair

value hierarchy levels as of the date of the event or change in circumstances that caused the transfer. There were no transfers
between Levels 1, 2 and 3 during the period.

Financial instruments where the carrying value does not approximate fair value are noted below:

September 30, 2020 December 31, 2019
Carrying Carrying

Note value Fair value value Fair value

Investment in Dream Industrial REIT 5 S 321,763 $ 300,895 S 320,295 S 359,300
Non-current vendor takeback mortgage receivable 36,520 34,598 34,100 33,084
Mortgages 6 975,185 1,021,295 1,003,081 1,016,143
Demand revolving credit facilities 6 171,255 173,000 (2,709) —
Debentures 6 — - 150,000 150,000

Amounts receivable, cash and cash equivalents, tenant security deposits and amounts payable, and accrued liabilities are carried
at amortized cost, which approximates fair value due to their short-term nature. As at September 30, 2020, the carrying value of
the current vendor takeback mortgage receivable approximates fair value. Subsidiary redeemable units and the Deferred Unit
Incentive Plan are carried at amortized cost, which approximates fair value as they are readily redeemable financial instruments.
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