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Chartwell Seniors Housing Real Estate InvestmensfT¢‘Chartwell” or the “Trust”) has prepared the
following discussion and analysis (the “MD&A”") torqwide information to assist its Unitholders’
understanding of the financial results for the yeaded December 31, 2008. This MD&A should be read
in conjunction with Chartwell's audited financidhtements for the years ended December 31, 2008 and
2007 and the notes thereto (the “Financial Statési)em his material is available on Chartwell’s vséb

at www.chartwellreit.ca. Additional information @it Chartwell, including the Renewal Annual
Information Form, can be found on SEDAR at www. $extamn.

The discussion and analysis in this MD&A is basadnformation available to management as of March
17, 2009.

In this document, “Q1” refers to the three monthiqukended March 31; “Q2” refers to the three month
period ended June 30; “Q3" refers to the three mpetriod ended September 30; “Q4” refers to theghr
month period ended December 31; “2008” refers ottielve months ended December 31, 2008; and
“2007" refers to the twelve months ended DecemhefB807.

Unless otherwise indicated, all comparisons ofltedar Q4 2008 are in comparison to results fromh Q
2007 and all comparisons of results for 2008 amimparison to 2007.

All dollar references, unless otherwise stated,m@anadian dollars. Amounts in United Statedads|
are identified as U.S.$.



Business Overview

Chartwell commenced operations on November 14, 2060@wving the completion of its Initial Public
Offering. Chartwell did not hold any material asggrior to November 14, 2003.

Chartwell is an open-ended real estate investmest established under the laws of the Province of
Ontario. Chartwell indirectly owns and manages #fplio of seniors housing communities across the
complete spectrum of care from independent liviogmunities (*IL Communities”), through retirement
homes (“Retirement Homes”), to long-term care comities (“LTC Communities”), which are located

in Canada and the United States. All referenceCtartwell”, “we” or “Trust”, unless the context
indicates otherwise, refer to Chartwell Seniors $iog Real Estate Investment Trust and its subsidiar
For ease of reference “Chartwell” and the “Trug# ased in reference to ownership of seniors hgusin
communities and the operation of the seniors hgusommunities and the development management
business. The direct ownership of such commundies operation of such business is conducted by
subsidiaries of the Trust. As of December 31, 20Q8artwell's portfolio of seniors housing
communities owned, leased or managed on behalthef® consisted of interests in 38,650 suites h 27
communities which are operating, under constructinin various stages of development. Chartwell's
portfolio of owned and leased communities consisfadterests in 28,464 suites in 203 communities.

Chartwell is committed to the delivery of qualitgre and services to seniors and operates a vafiety
programs to meet the needs of our clients andehedds of their local marketplace.

Our Vision is... to create and operate seniors housing communitieserour residents enjoy a lifestyle
and quality of life exceeding their expectations.

Our Mission is...

* to be the most trusted name in seniors housing;

e to provide accommodation, care and services inyeheme, reflective of our residents’ needs,
preferences and interests, and adapt as they evolve

» to ease the transition through the various stafjagiog by providing a full continuum of care ireth
markets we serve;

» to provide comfort and assurance to the familiesusfresidents that their loved ones are treatéid wi
the highest level of care, compassion and respect;

* to attract and retain the best employees by progidi rewarding and fulfilling work environment;
and

» to generate reliable, sustainable and growingidigtons for our Unitholders.

Our Values are...

RESPECT- We honour and celebrate seniors

EMPATHY — We believe compassion is contagious

SERVICE EXCELLENCE- We believe in providing excellence in custormawise
PERFORMANCE—- We believe in delivering and rewarding results
EDUCATION — We believe in life long learning

COMMITMENT — We value commitment to the Chartwell family

TRUST - We believe in keeping our promises and doingitjte thing



The following is the composition of Chartwell’'s oach leased and managed portfolio of seniors housing
communities in its four operating segments at D31, 2008:

Canadian Canadian Long- United States Canadian Total
Retirement Term Care Operations Management
Operations Operations Operations
communi i . j S ) o } .
Owned Properties: )
100% Owned 98® 11,832 16 1,779 23 2,294 - - 137 15,905
50% Owned 2 248 119 1,700 26“ 4,752 - - 39 6,700
Total Owned 100 12,080 27 3,479 49 7,046 176 22,605
Properties under Operating
Lease:
100% Interest - - - - 2 237 - - 2 237
49% Interest - - - - 25 5,622 - - 25 5,622
Total Leased - - - - 27 5,859 - - 27 5,859
Total Owned and Leased 100 12,080 27 3,479 76 12,905 - - 203 28,464
Other:
Managed Properties - - - - 8 2,426 48® 5765 56 8,191
Mezzanine Loans® - - - - - - 11 1,995 11 1,995
Total Other - - - - 8 2,426 59 7,760 67 10,186
Total 100 12,080 27 3,479 84 15,331 59 7,760 270 38,650

@ Where a community provides more than one level of care, it has been designated according to the predominant level of care

provided, type of licensing and funding provided and internal management responsibility.

Canadian Retirement Operations includes expansions of 105 suites under construction at two communities.

Canadian Long-Term Care Operations includes three communities (315 suites) currently in the planning stage of development.
United States Operations includes one community (98 suites) currently under development.

Includes communities on which we have mezzanine loans outstanding and retain purchase options.

Chartwell holds purchase options on 26 of these properties.

@
[©)
(4
(5)
(6)

Composition of Portfolio of Owned, Leased a  nd Managed Suites at December 31, 2008 by:

Level of Care Geographical Location
Assisted Living gti/boerta
15% 2%
USA
39%
Long-Term Care
15% Ontario
32%
Independent
Supportive Living
70% _
Atlantic
1% Quebec
19%



Composition of Portfolio of Owned and Leased Suites at Chartwell’s Share of Ownership or Interest at
December 31, 2008

Level of Care Geographical Location
Alberta BC
. - 3%
Assisted Living Independent 6%
19% )
Supportive

Living USA
65% 35%

Ontario
Long-Term 33%

Care 16%

Atlantic
0%

Quebec
23%

Chartwell has an option to purchase additionalilsted seniors housing communities under the tesims

a development program carried out by Spectrum $&mioldings LP (“Spectrum”) formerly Spectrum
Seniors Housing Development LP, a developmentyeintitvhich certain of the Trust’s senior executives
have an ownership interest. Chartwell provides mere financing to Spectrum and to certain of
Spectrum’s joint venture partners for the developimef seniors housing communities. In return,
Chartwell has the ability to purchase Spectrumterast in such communities, when stabilized, at a
discount to the appraised value. Stabilizationuctovhen a community has had an average suite
occupancy rate of 90% or greater for the threequliag calendar months. As part of its seniors imgus
operations and development management businesgw@halso provides management, financing, and
advisory services, for a fee, to Spectrum andits jventure partners in respect of their commeasiind
development program. In Q1 2009, Chartwell acquigpectrum’s interest in four communities and
agreed to a limited waiver of its option to purahasiditional seniors housing properties from Spectr

in order to facilitate the potential sale of suahilities by Spectrum to third parties. Chartviglentitled

to 5% of the purchase price, net of transactioriscoany such properties that are sold to thindigsm
pursuant to Chartwell’s limited waiver.

Chartwell also provides mezzanine financing totmgiaffiliated with Le Groupe Melior (“Melior”) ah

its joint venture partners to develop seniors haysommunities. Chartwell has a right to purchthsse
communities upon stabilization at their fair markedue. Melior and its joint venture partners can
require Chartwell to acquire their interests indf2hese projects at their appraised value, sulijetite
satisfaction of certain conditions. The put optoam only be exercised by the borrower if the mtofas
attained stabilized occupancy and the acquisitibsueh project is accretive to Chartwell based on a
formula defined in the option agreements.

Chartwell also provides due diligence project mamagnt and asset management services for a fee to
ING Real Estate Investment Management Australia Rifvited (collectively with its affiliates: “ING”).

At December 31, 2008, Chartwell and ING each helf0& interest in CSH-INGRE LLC (“CSH-
INGRE"), which owned 26 seniors housing communif{#352 suites) in the United States, In addition,
Chartwell and ING each owned a 50% interest in @édiss housing communities (1,700 suites) in
Canada.

In 2007, Chartwell acquired a 49% interest in HomiBay Realty LLC (“HB Realty”), which, through its
subsidiaries, owns leased interests in 25 senimusihg communities (5,622 suites). In additiorg of
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its subsidiaries — Horizon Bay Management LLC (“HBM owns long-term management contracts for
these 25 communities. In addition, Chartwell ow8% of HBMII which manages eight communities for
third-party owners. HBM owns a 50% interest in idon Bay Chartwell LLC (“HBC”), a manager for
CSH-INGRE properties in the United States. The ining 50% interest in HBC is owned directly by
Chartwell. Chartwell’'s wholly owned propertiestime United States are managed by HBCII Manager
LLC (*HBCII"). Chartwell owns a 75% interest in HBI.

The following chart shows the structure of Chartisel).S. Portfolio:

CHARTWELL

HB Realty
3 )
£ o
b 20 N
& 7 ’ 8 Managed
& A i e
& 7 5 -.‘.%% Communities
o s g '
-~ ‘&Q@Q\j‘_",.
25 Leased 2 Leased

Communities E Communities

26 CSH-INGRE LLC ""-._ &
Communities e

it anagement of 5 of these communities is =
currently performed by Ultimate Care Senior Ko
Living with financial management senvices 23 Chartwell

provided by HBC. : i
Communities @

& Management of 1 of these communities is
currently perdformed by Mernll Gardens due
to reguiatory requirements.




2009 Outlook *

Over the last five years Chartwell has achievedeaviable presence in the North American seniors
housing market. We have acquired a portfolio ofpprties with significant competitive advantages: ou
portfolio is relatively new with the majority of owproperties less than 10 years old; our portfadio
diversified geographically; and a large portionoaf assets are independent supportive living, dimgea
to the leading edge of baby boomers that requippative services. Chartwell’'s growth has alsorbee
based on the strong fundamentals present in théhNemerican seniors housing market. Significant
demand is being driven by powerful demographic dsethat are resulting in the seniors population
growing at approximately three to four times thaeyal population.

Recognizing that Chartwell has reached a significre and critical mass, our main objective is to
generate strong and sustainable organic growthnoanaual basis, as measured by increased Adjusted
Funds from Operations (“AFFQ”) per unit, througbantinued focus on the efficient management of our
operations and assets, and ensuring we captui #lle available economies of scale and operating
synergies resulting from our growth while maintaghiand improving upon our high levels of service to
residents.

During 2008, both the Canadian and U.S. capitalketar experienced a high degree of volatility.
Canadian economic growth slowed substantially drel W.S. recession has continued while credit
markets have become tighter.

We believe seniors housing has historically bedafansive asset class due to the following factors:

- Corporate earnings do not directly affect demandher financial ability of seniors to live in our
communities. Demand for seniors housing is moosadl linked to the care needs of seniors than
their ability to pay.

- Seniors’ sources of income are generally more atable to the typically lower risk profile and
sources of income at this stage of life. At Chattwour target market is the over 75 year old @eni
whose income is typically dependent on inflatiodeked pensions and fixed income investments.
However, a component of their income may be redderdto the current low interest rate climate.

- In addition, this current market cycle may affeenisrs overall net worth through a potential
reduction in the value of their primary residenetative to what might have been realized on
disposition over the last few years. Our targetkeiahas generally experienced very high capital
appreciation in their primary residence from theetiof their original purchase. We are finding that
the disappointment experienced in realizing lowalugs on the sale of their primary residence
appears to be delaying the decision to live in supported environment in several markets in the
U.S. and certain localized regional markets in @anaut does not ultimately result in a decisioh no
to join our community.

- Our residents are retired and as a result are algneot affected by lay-offs and other employment
security issues; nor do our residents move beaaiysé transfers.

- Our communities are more than just bricks and mptfi@y are the home in which our residents often
spend the rest of their lives. Their fellow resiteare their neighbours and their social netwddkur
staff provides the care and support that resideeed to live with dignity and respect. This
community environment makes it much less likelytthasidents will choose to leave for the
competition or to go back into a non-supportechlivenvironment. This is borne out by the fact that
multifamily properties experience a turnover in taage of 55% to 65% while our turnover rates are

* This section contains forward-looking informatioBlease see the “Forward-Looking Information andkgiand Uncertainties” section in this
MD&A.
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far below this in the range of 30% to 40% with mwéhhis being attributed to resident’s passing or
moving to long-term care.

« Demand for our communities is needs driven and fBledlis strategy is to offer a comprehensive
continuum of care in the markets we serve. Wenatdn the market to provide discretionary hotel
style seniors living. We are in the market to jpdevcare and services to our residents in highityual
real estate. The majority of our portfolio is I¢ésan ten years old and offers state of the aftlimgis
that meet and exceed the needs of today’s disaiimin senior. We continuously strive to exceed
resident expectations for quality of life, addregsifrailties and physical needs effectively and
respectfully. We believe our reputation as the tntassted name in seniors housing gives our
properties a significant competitive edge. Ourdests need our staff's helping hands and cais, it
not a discretionary choice, and we treat our resibdity to deliver this care with the utmost respe

The recession in Canada and particularly in the $.8eeper and is lasting longer than most exgecte
As described below, this economic climate is affecbur results and we are implementing measures to
mitigate its effects.

Property Operations:

Our occupancies are higher than industry averageé®ar management team continues to be focused on
implementing innovative marketing strategies aightty controlling labour and supply costs. We are
dedicated to customer contact and quality of senénd believe this gives Chartwell a competitive
advantage. The following summarizes our Outloal2fa09 for the markets we operate in:

Canadian Operations:

Our Canadian retirement operations continue tooperfstrongly. Overall occupancies in Ontario
continue to increase, with the waiting list for @mb Long-Term Care of greater than 20,000 creading
spillover effect to support occupancies in retiraméomes. Alberta and British Columbia have
significant potential for future growth due to pos& demographic trends. Occupancy levels are
projected to continue to remain high in Albertauelprimarily to temporary oversupply conditiongwo
regional markets in British Columbia combined wigkduced occupancies in one long-term care property,
we have seen a decrease in occupancy. We do pettethis decline to continue and expect to retarn
steady growth levels beginning in Q2 2009. Coducgon initiatives are being implemented to offset
this reduced revenue.

Our Quebec properties have returned to the higbewpancy levels experienced in January 2008. We
entered the Quebec market acquiring a number giepties in good locations many with potential for
expansion projects or repositioning. The vast nitgj@f construction that we began in 2007 is now
complete. Two expansion projects were opened i2@B and are now in lease-up with another 72-suite
expansion completed in Q4 2008. In addition, thajonity of the newly renovated suites in our
repositioning projects are now available and upgsatb amenities and common area spaces are
completed, improving the property’s marketability @ whole. In addition, in certain local markets i
Quebec, challenging market conditions persistedutin 2008. We anticipate steady improvement in
these markets in 2009.With our acquisition of Melior's 50% interest in tf@uebec properties and
management functions on October 27, 2008, we cam operate our Quebec properties under one
platform. Having full control over management afroQuebec operations allows us to improve
occupancies, increase operating margins and takentabe of significant synergies. Since gaininy fu
control of our Quebec portfolio, total occupiedtariave steadily been increasing. We expect ivatel
solid performance improvements in the Quebec partfping forward, consistent with our track record

“This paragraph contains forward-looking informatioRlease see the “Forward-Looking Information a@Ridks and Uncertainties” section in
this MD&A.
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in the balance of our portfoliolVe continue to forecast recovery of occupancy & &0% by the end of
2009 in Quebel.

U.S. Operations:

During Q2 2008, we began to find it more difficilitsome of our U.S. properties than it had beetmén
past eighteen months to replace residents on notumnabver. We typically experience a seasonal
occupancy dip during both the summer months aneéhky part of the year with normal rebounding in
mid-September through November and mid-March thnofigril in the spring from each seasonal drop
respectively. Consistent with these trends, owupancies increased in Q4 2008 from Q3 2008
reflecting typical seasonality described above deshe difficult economic times. During Q1 20Q%e
have experienced our typical seasonal decline heryexs we expressed previously due to the current
economic environment in the U.S. we cannot be dentfi of the typical spring increase in occupancy.
We continue to monitor this platform very closelydahave implemented cost reduction initiatives to
offset decreased occupancy.

In addition, our U.S. management team has sourexd operations and development management
contracts and continues to pursue further managecoatracts and other opportunities to augmentéutu
earnings in our U.S. management operations.

Liquidity and Debt Profile:

« At December 31, 2008, we had $10.5 million of cassthand.

« At December 31, 2008, our $90.0 million credit kagiwith $62.2 million borrowing capacity was
drawn down by $8.0 million.

« Our debt leverage ratio is stable at 61.7% inclgaionvertible debentures, below the 65% limitation
set by our Declaration of Trust.

« At December 31, 2008, we had $1.7 billion of mogesm payable with weighted average term to
maturity of 8.7 years and weighted average contedcate of 5.65%.

« At December 31, 2008, our 2009 debt maturities artezito $147.3 million. Subsequent to the year
end $57.1 million of this maturing debt was reficad at weighted average rates of approximately
3.39%, lower than the rates on the maturing modgag

« Of the remaining $90.2 million mortgage maturitie22009, approximately 85% are CMHC-insured.
We expect to renew loans maturing in 2009 in dugsm

« We have no U.S. debt maturities until 2013.

- Given current economic uncertainties, we are takitgps to improve our liquidity including
deferring discretionary capital and other expemdiuand arranging upward financing on mortgage
renewals.

“This paragraph contains forward-looking informatioRlease see the “Forward-Looking Information a@Ridks and Uncertainties” section in
this MD&A.
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Development Management Activities:

« It is Chartwell’'s understanding that Spectrum’sreat plan calls for reduced development activity
while it is pursuing sales opportunities on a hunijets assets.

- In light of the current market conditions, we aexiewing the size and scale of our development
management activities.

Management of General, Administrative and Trust Exp  enses:

Through 2008 we have been very successful in Istricanaging spending on our general, administrative
and trust (“G&A”") expenses. We continue to delayancel certain corporate activities and are abtiv
reducing costs to the extent possible while engutirat support to our field operations driving the
business continues to be strong.

Summary:

In summary, we expect to continue our track reaafrgtrong property operating performance. Our
industry, and in particular, Chartwell’s market st of the seniors housing industry, offers many
defensive characteristics. Our financial posit®atable and our debt portfolio is well manag®de will

be cautious, however, in these uncertain timesjaiag discretionary capital and other expenditaed
evaluating other options to improve our liquiditycluding new mortgage financings.

We believe that the outcome of the current econashimate will be positive in the midterm for our
sector as current significant reductions in newi@snhousing starts due to tight credit marketd wil
reduce supply from previously anticipated leveBemographics show increasingly strong demand over
time which combined with lower supply will resuit very favourable market dynamics. As a result for
those industry participants that manage prudehtlgugh these difficult times, significant opportigé

will be available.

“This paragraph contains forward-looking informatioRlease see the “Forward-Looking Information a@Ridks and Uncertainties” section in
this MD&A.
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Significant Events

The following events have had a significant effectour financial results in 2008 or may be expetbted
affect our results in the future.
Acquisitions
The following table summarizes acquisitions corgden 2008:
First nine
months of
($millions) 2008 Q4 2008 2008
# Communities 3® 7@ 10
# Suites 317 @ 1,230 1,547
Purchase price (including closing costs) 41.0 65.6 106.6
Financed as follows:
Mortgage debt assumed 7.8 46.5 54.3
Discharge of mezzanine loan receivable 5.9 2.7 8.6
Cash 27.3 16.4 43.7
Total 41.09 65.6 106.6

(€]

® Includes 80 suites in which Chartwell acquired the remaining 50% interest.

loan bears an interest rate of 4.71% and matures in April 2038.

® Includes 1,230 suites in which Chartwell acquired the remaining 50% interest

Subsequent to closing, Chartwell arranged mortgage financing on one of the acquisitions in the amount of $21.8 million. The

Effective Date of

# Community Location Type Acquisition Beds/Suites

2008 Acquisitions:

1. Cite Jardin II1A Gatineau, QC Retirement January 9, 2008 173
2. Chateau Gardens Elmira Elmira, ON Retirement April 24, 2008 64
3. Brookside Manor Kanata, ON Retirement May 29, 2008 80
4. Residences St-Pierre @ Rouyn-Noranda, QC  Retirement October 27,2008 121
5. La Monastere d'Aylmer @ Aylmer, QC Retirement October 27,2008 273
6. Residence Principale @ Cowansville, QC Retirement October 27,2008 197
7. Residence Notre-Dame de Hull Hull, QC Retirement October 27,2008 224
8. Le Domaine de Chateau de Bordeaux ) Sillery, QC Retirement October 27,2008 153
9.  Marquis de Tracy 1 ™ Sorel, QC Retirement October 27,2008 137
10.  Marquis de Tracy | @ Sorel, QC Retirement October 27,2008 125
Total 2008 Acquisitions 1,547

(e
provided management services to these homes as well as our other Quebec properties.

Chartwell acquired the remaining 50% interest in these communities and CM Management LP, the management entity that
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In 2007, Chartwell completed acquisitions of vagyimterests in 72 seniors housing communities
described below. The aggregate asset value o€ thequisitions and related management contracts
amounted to approximately $911.0 million. Propesqgcific debt associated with these acquisitioas w
approximately $551.8 million. The following tabkummarizes properties and leasehold interests
acquired in 2007:

Effective Date of Beds/
# Community Location Type Acquisition Suites
1.-25 HB Realty(l) U.S. (various locations)  Retirement January 1, 2007 5,631
26. Bankside Terrace Kitchener, ON Retirement February 1, 2007 91
27. Queens Square Terrace Cambridge, ON Retirement February 1, 2007 83
28. Terrace on the Square Waterloo, ON Retirement February 1, 2007 92
29. Wellington Park Terrace Guelph, ON Retirement February 1, 2007 116
30. The Bristal at East Meadow @ East Meadow, NY Retirement February 21, 2007 121
31. The Bristal at Westbury @ Westbury, NY Retirement February 21, 2007 140
32. The Bristal at North Hill © North Hills, NY Retirement February 21, 2007 141
33. The Bristal at North Woodmere @ North Woodmere, NY Retirement February 21, 2007 118
34. The Bristal at Massapequa @ Massapequa, NY Retirement February 21, 2007 120
35. Trilogy LTC Residence Scarborough, ON Long-term care  February 23, 2007 197
36. Conservatory Pond Retirement Kingston, ON Retirement March 29, 2007 85

Residence ©

37. Jardins de la Gare Saint-Hyacinthe, QC Retirement April 27, 2007 296
38. Merrill Gardens at Northport Northport, AL Retirement April 30, 2007 78
39. Merrill Gardens at Apache Junction Apache Junction, AZ Retirement April 30, 2007 123
40. Merrill Gardens at Chandler Chandler, AZ Retirement April 30, 2007 88
41. Merrill Gardens at Altamonte Springs Altamonte Springs, FL Retirement April 30, 2007 95
42. Merrill Gardens at Lutz Lutz, FL Retirement April 30, 2007 85
43. Merrill Gardens at Orange City Orange City, FL Retirement April 30, 2007 84
44. Merrill Gardens at Port St. Lucie Port St. Lucie, FL Retirement April 30, 2007 82
45. Merrill Gardens at Sarasota Sarasota, FL Retirement April 30, 2007 146
46. Merrill Gardens at Tamarac Tamarac, FL Retirement April 30, 2007 95
47. Merrill Gardens at Vero Beach Vero Beach, FL Retirement April 30, 2007 104
48. Merrill Gardens at Carrollton Carrollton, GA Retirement April 30, 2007 69
49. Merrill Gardens at Rome Rome, GA Retirement April 30, 2007 69
50. Merrill Gardens at Bossier City Bossier City, LA Retirement April 30, 2007 84
51. Merrill Gardens at Ten Oaks Lawton, OK Retirement April 30, 2007 100
52. Merrill Gardens at The Parkview Memphis, TN Retirement April 30, 2007 128
53. Merrill Gardens at Graham Graham, TX Retirement April 30, 2007 68
54. Merrill Gardens at Grand Prairie Grand Prairie, TX Retirement April 30, 2007 85
55. Merrill Gardens at N. Richland Hills N. Richland Hills, TX Retirement April 30, 2007 105
56. Merrill Gardens at Round Rock Austin, TX Retirement April 30, 2007 68
57. Merrill Gardens at San Antonio San Antonio, TX Retirement April 30, 2007 112
58. Merrill Gardens at San Marcos San Marcos, TX Retirement April 30, 2007 68
59. Merrill Gardens at Wichita Falls Wichita Falls, TX Retirement April 30, 2007 69
60. Merrill Gardens at Clearwater Clearwater, FL Retirement May 31, 2007 96
61. Merrill Gardens at Lake Orienta Altamonte Springs, FL Retirement May 31, 2007 137
62. Regency Care — The WaterFord @ Oakville, ON Long-term care  June 30, 2007 168
63. Regency Care — The WenLeigh @ Mississauga, ON Long-term care  June 30, 2007 161
64. Regency Care — The WestBury @ Etobicoke, ON Long-term care  June 30, 2007 187
65. Regency Care — The WoodHaven @ Markham, ON Long-term care  June 30, 2007 192
66. Regency Care — The WynField @ Oshawa, ON Long-term care  June 30, 2007 172
67. Regency Care — The WestMount @ Kitchener, ON Long-term care  June 30, 2007 160
68. Regency Care — The WillowGrove @ Ancaster, ON Long-term care  June 30, 2007 169
69. Regency Care — The Brant Centre @ Burlington, ON Long-term care  June 30, 2007 175
70. Chateau Vincent D’Indy Montreal, QC Retirement July 23, 2007 96
71. Rouge Valley Retirement Residence ®  Markham, ON Retirement July 31, 2007 88
72. Constantia Retirement Residence ®®  Thornhill, ON Retirement November 15, 2007 121
Total 2007 Acquisitions 11,158

@

January 1, 2007. These leased properties are included in our Same Property Portfolio for analysis purposes in this MD&A.

@)
[©)
4

Chartwell acquired a 50% interest in these communities.
These communities were acquired from Spectrum.
Chartwell acquired a leased interest in these communities.

Chartwell acquired a 49% leased interest and related management contracts for these communities, as they were acquired
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Internal Growth Initiatives

Chartwell is continuously seeking ways to improt® properties, and add new resident services and
amenities. Under our internal growth program, wal@ate various strategies for revenue and expense
optimization, including additions of new suitesetdsting communities.

Completed Internal Growth Projects

Chartwell completed the following internal growtiojects in 2006, 2007 and 2008:

Leased Units

Total Cost Debt Construction at December
Project Location Suites ($million) ($million) Completion 31, 2008
2008
Collegiate Heights Retirement
Residence Sault Ste. Marie, ON 32 6.7 4.3 Q32008 14
Residence Ste-Marthe St. Hyacinthe, QC 135 14.8 10.5 Q32008 57
Manoir Pierrefonds Montreal, QC 83 9.8 7.0 Q32008 9
Maison Herron Dorval, QC 72 9.7 5.4 Q4 2008 -
Total 2008 322 $41.0 $27.2 80
2007
Birchwood Retirement Residence Chilliwack, BC 12 25 25 Q4 2007 12
Hartford Retirement Centre Morrisburg, ON 22 5.9 5.5 Q3 2007 22
Total 2007 34 $8.4 $8.0 34
2006
L'Oasis St. Jean, QC 86 14.5 10.4 Q4 2006 69
Marquis de Tracy II, Ph IV Sorel, QC 72 10.0 7.7 Q4 2006 36
New Edinburgh Square Ottawa, ON 16 3.6 1.0 Q1 2006 16
Total 2006 174 $28.1 $19.1 121
Total 530 $77.5 $54.3 235

@ During Q4 2008, Chartwell acquired the remaining 50% interest in this community.

Internal Growth Projects in Progress

There are currently thremternal growth projects (203 suites) in variouagss of development, as
follows:

Expected
Estimated Total Construction Estimated
Cost Financing Construction
Project Location Suites ($million) " ($million) * Completion *
Canada
Quail Creek Retirement Centre Renfrew, ON 34 6.3 5.5 Q2 2009
Carrington Place Vernon, BC 71 10.9 9.2 Q12010
Total Canada 105 $17.2 $14.7
United States
Gayton Terrace™ Richmond, VA 98 22.1U.S. 17.7 U.S. Q2 2009
Total United States 98 $22.1U.S. $17.7 U.S.

@ Chartwell owns a 50% interest in this property.

We are currently in the planning stage of constoncdf 315 suites in three Ontario sites. In additwe
have identified further potential to add over 1,19dites at our communities in the markets with

DThis chart contains forward-looking informationleBse see the “Forward-Looking Information and Riskd Uncertainties” section in this
MDG&A.
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significant demand for new seniors housing suit®¥se. will continue our evaluation of these internal
growth projects in 2008.

Mezzanine Loans

The following table summarizes the changes in puestments in mezzanine loans for the years ended:

($millions) 2008 2007
Gross mezzanine loans outstanding (beginning of period) 112.0 101.3
Advances in the period to Spectrum, Melior and their joint venture partners 8.5 17.9
Discharge of mezzanine loans on our acquisition of an interest in the related properties (8.6)® 3.8)®
Other repayments of mezzanine loans (3.8) (3.4)
108.1 112.0
Fees, net of costs recorded as a reduction of mezzanine loan balances (4.9) (4.4)
Provision for impairment of mezzanine loans (6.4) -
Gross mezzanine loans outstanding (end of period) 96.8 107.6

@

© Relates to three properties.

Relates to eight properties.

With the continuing deterioration of general creddnditions affecting the availability of debt for
development, completion of three development ptsjén Quebec on which Chartwell advanced
mezzanine loans to Melior became uncertain. 1i2QAB, the borrower failed to make interest payments
on these three loans. The investment in thesee ttwans was $10.5 million, net of unamortized
placement fees of $2.5 million. Chartwell obtairmedependent valuations of the underlying secuwty f
these mezzanine loans and recorded a provisiamfmirment of mezzanine loans of $6.4 million befor
future tax recoveries. Chartwell is working witheNbr on settlement arrangements for these loans,
failing which we will exercise our rights under tlean agreements.

Offerings of Trust Units and Convertible Debentures

On April 20, 2007, Chartwell completed a publicerffig of Trust Units and convertible debentures.
Including the over allotment option exercised by timderwriters on May 17, 2007, Chartwell issue@ 16
million Trust Units at $14.25 per unit and $75.0llimm of convertible subordinated unsecured
debentures, bearing a 5.9% coupon, $16.25 convepioe and maturing on May 1, 2012 (the “5.9%
Convertible Debentures”). The net proceeds frora tifering of approximately $291.5 million, net of
issue related costs of approximately $14.5 milliere used to finance certain acquisitions, to adea
certain mezzanine loans and for general businegoges.

Taxation Related Matters

Chartwell currently qualifies as a mutual fund trieg Canadian income tax purposes. On June 227,20
legislation relating to the federal income taxatimiha "specified investment flow-through" trust or
partnership (a "SIFT" and together with the legista the "SIFT Rules") received royal assent. IKTS
includes certain publicly-listed or traded partihgss and trusts, such as an income trust and astate
investment trust (a "REIT").

“This paragraph contains forward-looking informatioRlease see the “Forward-Looking Information a@Ridks and Uncertainties” section in
this MD&A.
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Under the SIFT Rules, the new taxation regime amespply to a REIT that meets prescribed condition
relating to the nature of its income and investmdtite "REIT Conditions"). As currently structuyed
Chartwell does not meet the REIT Conditions andetioee is a SIFT.

Under the SIFT Rules, following a transition perifmtt SIFTs existing on October 31, 2006, certain
distributions from a SIFT will no longer be dedbt#i in computing a SIFT's taxable income, and a SIF
will be subject to tax on such distributions atterthat is substantially equivalent to the genteralrate
applicable to a Canadian corporation. Under tHel RRules, distributions paid by a SIFT as returhs o
capital will not be subject to the tax. In 20080% of Chartwell’s distributions were non-taxalg¢éurns

of capital compared to approximately 97.7% in 2007.

A SIFT which was publicly listed before November2006 (an "Existing Trust") is subject to the tax o
distributions commencing with the 2011 taxationryead. However, an Existing Trust may become
subject to this tax prior to the 2011 taxation yead if its equity capital increases beyond certaife
harbour limits measured against the market capétdin of the Existing Trust at the close of tradon
October 31, 2006 (the "Safe Harbour Limits"). Oprih20, 2007, Chartwell issued equity capital in
excess of these Safe Harbour Limits. Thereforeaneencing in fiscal 2007, Chartwell became subject t
tax on certain income.

A flow-through subsidiary of Chartwell may also kaleen considered a SIFT prior to December 31,
2008. On December 20, 2007, the Minister of Fieaannounced his intention to introduce technical
amendments to the SIFT definition to exclude cerfimw-through subsidiaries of a SIFT that are able
meet certain ownership conditions. Enabling ledgish received Royal assent on March 12, 2009. The
technical amendment to the SIFT definition exclublasts and partnerships whose equity is not piyblic
traded, and/or is wholly owned by a SIFT, a REITaeeble Canadian corporation, another entity mgeti
this test, or any combination of these types oitiest A subsidiary partnership of Chartwell magt n
meet this ownership requirement and therefore géhity may be a SIFT. Due to this uncertainty, we
have provided for SIFT tax on the taxable incoméhaf subsidiary and have recorded a current income
tax provision of $0.6 million for 2008 and $1.8 laih for 2007. This entity has been restructurechs
that it will not be subject to SIFT tax in 2009.

Provision for Impairment of Goodwiill:

According to GAAP, goodwill should be tested forparment between the required annual test when an
event or circumstance occurs that more likely thaihreduces the fair value of a reporting unit eits
carrying amount. During Q4 2008, Chartwell's marsapitalization remained below our net book value
and we concluded that this represented a circumstdrat indicated it may be more likely than nattth
the fair value of our reporting units may be belbwir carrying amounts, and accordingly we updated
annual goodwill impairment test for each of oumiiiéed reporting units. Chartwell estimated faalue

of the respective reporting units using a combamatof valuation approaches including a market
capitalization approach, multiples approach andadisted cash flow analysis. The market capitabnat
approach uses Chartwell’s publicly traded unit gtic determine fair value; the multiples approasbsu
comparable market multiples to arrive at a faiuealand, the discounted cash flow method uses veven
and expense projections and risk-adjusted disaaibes.

As described in the “Critical Accounting Estimatesction of this MD&A, the process of determining
fair value is highly subjective and requires mamaget to exercise a significant amount of judgment i
determining future growth, discount and capital@atrates among other factors. Consequently, given
the uncertainty in the current economic environm@fartwell has relied on the publicly traded marke
price of Chartwell units as at December 31, 200&ated to each reporting unit based on equityhas t
primary basis for the valuation of its reportingtarand the determination of the implied fair valfe
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goodwill for these reporting units. On this basie impairment test determined that, for all réipgr
units, the carrying value of goodwill exceededeissimated fair value as at December 31, 2008 ared as
result, Chartwell recorded an impairment charg®6af.5 million.

The impairment related to the following segments:

($millions) Value of goodwill Impairment Goodwill balance as at
before impairment provision December 31, 2008

Canadian Retirement Operations 33.3 33.3

Canadian Long-Term Care Operations 2.7 2.7

U.S. Operations 16.9 16.9

Canadian Management Operations 11.6 11.6

Total 64.5 64.5

Distributions

Chartwell intends to manage its distributions aw@e to a level which will allow Chartwell to contie

to fund the maintenance of its properties to thghtétandards to which our residents are accustomed,
while providing an appropriate reserve to recogrlm operating nature of Chartwell’s business and
allow funds to be allocated to the growth and eokarent of the portfolio.

Effective with the payment to Unitholders for Mar2008, which was paid on April 17, 2008, cash

distributions were reduced to $0.74 per unit peruam from the previous level of $1.065 per unit per
annum.
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Key Performance Indicators

Chartwell uses a number of key performance indrsgtmr monitoring and analyzing its financial resul
These key performance measures are not definedabgdian generally accepted accounting principles
(“GAAP”) and may not be comparable to similar measupresented by other income trusts or other
companies. Key financial performance measuredeseribed below.

Funds from Operations

Funds from Operations (“FFO”) is not a recognizeshsure under GAAP and should not be construed as
an alternative to net earnings or cash flow fromerafing activities as determined by GAAP. FFO is
defined as net income computed in accordance WA excluding gains or losses from sales of
depreciable real estate and extraordinary items, atds back the following: depreciation and
amortization, future income taxes, and adjustméntgquity-accounted-for entities and non-contnglli
interests. FFO as presented may not be compat@ldienilar measures presented by other real estate
investment trusts. However, Chartwell presents [EBsistent with the definition adopted by the Real
Property Association of Canada (“REALpac”).

In the opinion of management, the use of FFO, coewiwith the required primary GAAP presentations,
has been fundamentally beneficial to the userbefihancial information, improving their understiar

of the operating results of Chartwell. Managengstterally considers FFO to be a useful measure for
reviewing Chartwell’'s operating and financial pem@ance because, by excluding real estate asset
depreciation and amortization (which can vary amomgers of identical assets in similar condition
based on historical cost accounting and usefukeldiimates), FFO can help one to compare the apgrat
performance of the Trust's real estate portfolioleen financial reporting periods.

The tables presented under the Consolidated Reduldperations, Non-GAAP Measures section of this
MD&A provide a reconciliation of FFO to net incormas reported in Chartwell’'s consolidated financial
statements.

Normalized Funds from Operations

In addition to presenting FFO in accordance with tkefinition adopted by REALpac, Chartwell also
discloses Normalized FFO which excludes the effett®cording operating lease expense on a straight
line basis and unrealized foreign exchange gaimslasses to allow for better comparability to prior
periods.

Normalized Funds from Operations (“NFFQ”) is ndBAAP measure and should not be construed as an
alternative to net earnings or cash flow from opegaactivities as determined by GAAP. NFFO as
presented may not be comparable to similar measuresented by other companies. Management
believes NFFO is useful in the assessment of theratipg performance of Chartwell and that this
measure is also useful for valuation purposes. dgament calculates NFFO by adding or subtracting
certain items to FFO as defined by REALpac, a®vadt

Straight line adjustment to lease expense:

GAAP requires that operating lease expenses begmemxd over the term of related leases using the
straight line method. Generally, lease paymentsease over time to account for inflation. As the
corresponding inflationary revenue increases wilyde realized in the future, we adjust for than
cash expense in NFFO calculations.
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Unrealized gains and losses on derivative financial instruments and unrealized foreign exchange

gains and losses:

These non-cash items are adjusted for as thesengsnmay fluctuate significantly over time and we
believe that this adjustment improves comparabédsoss periods.

SIFT Income Tax Expense:

Current income tax expense arising from the prdipalhat one of Chartwell's subsidiaries will bexed
as a SIFT is added back to income in our calculatioNFFO. We restructured such that this entiiy w
not be subject to the SIFT tax in 2009.

The tables presented under the Consolidated Reduldperations, Non-GAAP Measures section of this
MD&A provide details of NFFO calculations.

Adjusted Funds from Operations

Adjusted Funds from Operations (“AFFQO”) is not a A measure and should not be construed as an
alternative to net earnings or cash flow from opegaactivities as determined by GAAP. AFFO as
presented may not be comparable to similar measuresented by other companies. Management
believes AFFO is useful in the assessment of therating performance of Chartwell and that this
measure is also useful for valuation purposes. dgament calculates AFFO by adding or subtracting
certain items to or from FFO as defined by REAL @ecfollows:

Straight line adjustment to lease expense:

GAAP requires that operating lease expenses begmemxd over the term of related leases using the
straight line method. Generally, lease paymentsease over time to account for inflation. As the
corresponding inflationary revenue increases wilyde realized in the future, we adjust for than
cash expense in AFFO calculations.

Unrealized gains and losses on derivative financial instruments and unrealized foreign exchange

gains and losses:

These non-cash items are adjusted for as thesengsnmay fluctuate significantly over time and we
believe that this adjustment improves comparabédsoss periods.

Amortization of below market leases:

This non-cash item increases GAAP revenue and msnamly adjusted in AFFO calculations. On
acquisition of a property, as required by GAAP, agement records a liability for below market leases
that exist on acquisition. This liability is amagd to revenue, as required by GAAP, over timé b
effect on cash.

Principal portion of capital subsidy receivable:

This item represents a portion of the long-termximam 20-year) cash flow stream provided by Ontario
Ministry of Health and Long-Term Care to commurstighich meet certain design criteria. We include
this item in AFFO calculations.

Amounts received under income guarantees:
This item represents cash flow received from vesdbracquired communities. It is generally appilea
to communities in lease-up.

Amortization of debt mark to market adjustments, in cluding accretion on the convertible
debentures, and amortization of financing costs:

Adjustments made in AFFO calculation to adjustrfon-cash interest expense items and to account for
interest expense based on the contractual tertine afnderlying debt.
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Financing cost reserve:

In order to account for financing costs routinatgurred on re-financing of existing debt, we inddd
this reserve in the calculation of AFFO. We cadtellthis reserve based on our estimate of nornaalize
costs of re-financing (60 basis points) appliethi debt balances outstanding at the end of thertieg
period taking into account weighted average termaturity of our mortgage portfolio.

Capital maintenance reserve:
Capital maintenance reserve is estimated at 2%opipty revenue.

The tables presented under the Consolidated Reduldperations, Non-GAAP Measures section of this
MD&A provide details of AFFO calculations.

Per Unit Amounts:

In our calculations of FFO, NFFO and AFFO per unit, include the Class B Units of Chartwell Master
Care LP and the AFFO allocable to the related ramirolling interest as the Class B Units are
exchangeable into Trust Units at any time at th@opf the Unitholder.

Net Operating Income

Net operating income (“NOI”) is calculated as rewenexcluding below market lease amortization,
adding equity income from Quebec Co-owned prope(peior to acquiring the remaining 50% interest in
these properties), less direct operating expensdésaeported for each operating segment. Managem
uses this measure to evaluate individual and dinadiproperty performance.

In Q3 2008, we reclassified three properties pnesip included in the Canadian long-term care
operations segment to the Canadian retirement tipesasegment to more accurately reflect how the
properties are managed. The comparative figures been reclassified to reflect this change.

Same Property Performance

The Trust evaluates its financial performance bghaing a same property portfolio. In this MD&A,
same property statistics refer to properties Chalttawned or leased continuously since Januan0Q@y?2
which is comprised as follows: 85 Canadian reteetrproperties; 14 Canadian long-term care; and, 46
(21 owned and 25 leased) U.S. retirement commanitie

Operating Margins

Operating margins are calculated as revenue lesstdiperating expenses divided by revenue. This
measure is used as an indicator of segment penfam@nas management monitors its ability to translate
changes in revenue into net operating income. Mewes operating margins typically vary by theelev
of care offered, the mix of our portfolio’s variolevels of care needs to be considered when coinduct
performance analysis. In addition, as higher aclatels of service often have lower margins, thds ¢
affect this performance measure while these sesvitgy add incremental NOI.
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Occupancy Percentage

Occupancy percentages are calculated as the nwhbays a suite is occupied divided by the maximum
number of days available in the period.

General, Administrative and Trust Expenses as a Per  centage of Revenue

Chartwell monitors general, administrative andtterpenses on a consolidated basis as a percearvitage
revenue.

Consolidated Results of Operations

Overview of Consolidated Results of Operations

Same Property Portfolio Highlights: !

Same Property NOI increased $5.9 million or 3.8%@2f208 compared to 2007. The successful execution
of our 2008 business operating strategies, incluthiking advantage of the opportunities the sizeusf
portfolio provides both in managing our supply chand in implementing best practice staffing and
operating models, is delivering improved resultsthbfinancially and by increasing the quality oéth
products and services we deliver, across our apgrptatforms. In 2008 compared to 2007:

* Our Canadian Retirement Portfolio same property gfwth amounted to $2.6 million or 2.9%.
Average rate increases achieved have been betwéam@ 6% and our yield management program
continues to generate rent increases on turnovekénss of inflationary rate increases for existing
residents. Strong improvements in our Ontario Afedtern Canadian results were offset by reduced
occupancy in our Quebec Platform. As describetthén“Outlook” section of the MD&A, with full
control of our Quebec Platform we anticipate delivgimproved results in Quebec in 2009.

* Inour U.S. same property portfolio, regular anmeait increases, and tight management of expenses
have improved same property NOI which increased$2.8 million or 5.0%.

* In addition, our same property Canadian Long-Temme@ortfolio increased same property NOI by
$0.5 million or 5.9% for 2008 compared to 2007.

Overall, occupancy was high at 92.5% in 2008, aedese from 93.4% in 2007. Excluding the newly
available internal growth suites, occupancy dea@ds 93.1% or 0.6 percentage points compared to
2007.

Same property portfolio operating margins were &2ia 2008, an increase of 0.1 percentage points
compared to 2007.

Fourth Quarter:
Same property NOI decreased $0.2 million or 0.484%é 2008 compared to Q4 2007 as follows:
* Our Canadian Retirement Portfolio same property i@ by $0.5 million or 2.6%.

* Inour U.S. same property portfolio, regular anmeait increases, and tight management of expenses
have offset the decrease in occupancy to 92.5%8pdrcentage points, mitigating the impact on
same property NOI which decreased U.S.$0.7 miltiod.6%.

L Note: statistics in this section exclude the effef foreign exchange translation.

“This paragraph contains forward-looking informatioRlease see the “Forward-Looking Information a@Ridks and Uncertainties” section in
this MD&A.
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* In addition, our same property Canadian Long-TerareCPortfolio NOI was stable Q4 2008
compared to Q4 2007.

Overall, occupancy was 91.8% in Q4 2008, a decreas®wared to 93.9% in Q4 2007. Excluding the
newly available internal growth suites, occupanegrdased to 92.4% or 1.3 percentage points compared
to Q4 2007.

Same property portfolio operating margins were &0i Q4 2008, a decrease of 1.1 percentage points
compared to Q4 2007.

Acquisition Portfolio Highlights:

For 2008, acquisitions contributed $56.7 million MOI, or an additional $21.0 million compared to
2007, excluding the impact of foreign exchange.

In Q4 2008, acquisitions delivered NOI of $14.2limil, or an additional $1.5 million compared to Q4
2007, excluding foreign exchange.

General, Administrative and Trust Expenses:

Excluding Special Committee and related advisorgt$;oG&A expenses remained flat for 2008
compared to 2007 and decreased as a percentageeofues to 2.6% of revenues for 2008 compared to
2.9% for 2007. Overall G&A expenses decreasedlby illion or 8.8% in 2008 compared to 2007 due
primarily to lower Board of Directors’ Special Corittae and related advisory costs.

Provision for Impairment of Mezzanine Loans:

As described more fully in the “Significant Eventséction of this MD&A, Chartwell recorded a
provision for impairment of mezzanine loans of $®ulion before future tax recoveries.

Provision for Impairment of Goodwiill:

As described more fully in the “Significant Eventséction of this MD&A, Chartwell recorded a
provision for impairment of goodwill of $64.5 miin during Q4 2008.

Per Unit Analysis:

AFFO for 2008 was $0.64 per unit diluted, a deceezs$0.08 per unit diluted compared to $0.72 petr u
diluted for 2007 primarily due to a provision foremzanine loan impairment, reduced fee and other
income which was offset by improved contributiora property based AFFO and a lower SIFT income
tax provision as follows:

» As described above, during Q4 2008 we recordedeagion for impairment of mezzanine loans of
$6.4 million or $0.06 per unit diluted in respettioee loans to Melior.
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Fee related AFFO decreased as follows:

« Management fees for due diligence project manageraad asset management from ING
decreased by $2.3 million and development senfioes Spectrum decreased by $3.1 million or,
together, $0.05 per unit diluted.

« Amortization of placement fees decreased by $2liomior $0.02 per unit diluted in 2008
compared to 2007.

Lower invested cash balances reduced bank intexashe by $4.2 million or $0.04 per unit diluted.

Our same property portfolio delivered improved NIDB5.9 million or $0.06 of additional AFFO per
unit diluted.

Reduced G&A expenses, primarily as a result of @tone adjustment related to acquisition costs
combined with reduced Special Committee costsegas®d AFFO by $1.7 million or $0.02 per unit
diluted for 2008 compared to 2007.

As described in the “Significant Events” section tbhfs MD&A, in 2008, one of Chartwell’'s
subsidiaries may be subject to SIFT tax. Acconginge have recorded a provision for current
income tax expense of $0.6 million or $0.006 peit diluted in 2008 as a SIFT tax provision
compared to $1.8 million recorded in 2007.

Excluding a provision for mezzanine loan impairmeht$6.4 million or $0.06 per unit diluted, pre-tax
AFFO was $0.72, higher than our guidance for 200@&e-tax AFFO of $0.69 to $0.71 per unit diluted.

Fourth Quarter:

AFFO for Q4 2008 was $0.11 per unit diluted, a dase of $0.04 per unit diluted compared to Q4 2007.
As described above, a provision for impairment @&zmanine loans reduced AFFO by $0.06 per unit
diluted in Q4 2008. Excluding this provision, AFFR@creased $0.02 per unit diluted for Q4 2008

compared to Q4 2007 as follows:

A recovery of SIFT tax recorded during Q4 2008 6f63million compared to and expense of $1.8
million in Q4 2007. This resulted in an increaseAFFO of $2.4 million or $0.02 per unit in Q4
2008 compared to Q4 2007.

Realized foreign exchange gains contributed antiaddi $1.0 million or $0.01 per unit diluted for
Q4 2008 compared to Q4 2007.

Increased amortization of placement fees of $0.lfiomior $0.01 per unit diluted in Q4 2008
compared to Q4 2007

Reduced G&A expenses, primarily as a result ofinoed focus on cost control measures combined
with reduced Special Committee costs increased AB¥®0.6 million or $0.004 per unit diluted for
Q4 2008 compared to Q4 2007.

These increases to AFFO were partially offset leyfthlowing factors:

Lower management and other fee income resulting freduced development fee income attributed
to delays in various projects. Development feesevd.1 million lower in Q4 2008 compared to Q4
2007.

Lower invested cash balances reduced bank intexashe by $1.1 million or $0.01 per unit diluted.

Reduced income guarantees on acquired properti&s.®fmillion or $0.01 per unit diluted.
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For 2008, FFO diluted per unit was $83.1 milliors0r24 per unit diluted higher than 2007. FFOtdilu
per unit was $0.23 for Q4 2008 an increase of $@&9unit diluted compared to $0.14 for Q4 2007.
FFO diluted per unit is described more fully in thends from Operations” section of this MD&A.

For 2008, Normalized FFO, which excludes the eftédcainrealized foreign exchange gains and losses,
straight line lease expense adjustments and cUuBiéflt income tax expense, diluted per unit was $0.7

or $0.07 per unit diluted lower than 2007. Normedi FFO was $0.13 per unit diluted for Q4 2008,

compared to $0.18 per unit diluted for Q4 2007.

Net loss increased to $1.06 per unit diluted fod®@ompared to $0.78 per unit diluted for 2007 and
increased to $0.72 per unit diluted for Q4 2008$0.11 per unit diluted in Q4 200Net loss for 2008
increased in comparison to 2007 by $35.3 millioe ttua provision for impairment of goodwill of $64.
million, a provision for impairment of mezzaninalts, increased depreciation and amortization,dater
and lease expenses. This was partially offsetipravements in net operating income compared tw pri
periods, changes in unrealized foreign exchangesgand losses, lower SIFT tax related provisioms fo
current income tax expense and reduced future iactax expense as the initial provision for future
income tax expense which was recorded in Q2 20@addition to the trends affecting the comparisbn
2008 to 2007, Q4 2008 compared to Q4 2007 wastatfduy the SIFT tax provision for current income
tax expense recorded in Q4 2007 while in Q4 2008awerded a recovery.
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The following table presents a summary of selefitexhcial and operating performance measures:

($000s, except per unit amounts,

occupancy rates, and operating Increase / Increase /
margins) Q4 2008 Q4 2007 (Decrease) 2008 2007  (Decrease)
Property revenue 188,973 163,814 25,159 695,970 604,195 91,775
Total revenues 195,943 173,165 22,778 725,309 645,037 80,272
Net loss (69,128) (10,116) (59,012) (99,472) (67,339) (32,133)
Net loss per unit (basic and diluted) (0.72) (0.11) (0.61) (1.06) (0.78) (0.28)
Distributions declared 18,555 26,417 (7,862) 79,265 100,984 (21,719)
Distributions declared per unit 0.1850 0.2700 (0.0850) 0.7942 1.0650 (0.2708)
FFO ® 23,249 14,317 8,932 83,124 55,176 27,948
Diluted FFO per unit 0.23 0.14 0.09 0.82 0.58 0.24
Normalized FFO @ 13,000 18,024 (5,024) 73,411 75,939 (2,528)
Diluted Normalized FFO per unit 0.13 0.18 (0.05) 0.73 0.80 (0.07)
AFFO @ 11,289 15,335 (4,046) 65,248 68,395 (3,147)
Diluted AFFO per unit 0.11 0.15 (0.04) 0.64 0.72 (0.08)
Weighted average occupancy rate:
Same property portfolio 91.2% 93.7% (2.5pp) 92.0% 93.3% (1.3pp)®
Same property portfolio excluding
internal growth suites 92.4% 93.7% (1.3pp) 93.1% 93.7% (0.6pp)
Operating margin — same property
portfolio 30.3% 31.4% (1.1pp) 32.2% 32.1% 0.1pp
Weighted average number of units
including Class B Units of
Chartwell Master Care LP ©
Basic 99,041,007 97,831,693 1,209,314 98,543,804 92,528,560 6,015,244
Diluted (includes LTIP) 101,674,442 100,180,041 1,494,401 101,185,111 94,950,032 6,235,079

@
@)
© NFFO calculation.
3]

calculation.

) percentage points.

(5)

Refer to the “Non-GAAP Measures - Funds from Operations” section of this MD&A for the reconciliation of FFO to Net Loss.
Refer to the “Key Performance Indicators - Normalized Funds from Operations” section of this MD&A for the details of the

Refer to the “Key Performance Indicators - Adjusted Funds from Operations” section of this MD&A for the details of the AFFO

Refer to the “Non-GAAP Measures - Funds from Operations; Normalized Funds from Operations; and Adjusted Funds from
Operations” sections of this MD&A.
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Summary of Property Revenue

Increase / Increase /
($000s, except occupancy rates) Q4 2008 Q4 2007  (Decrease) 2008 2007  (Decrease)
Same property™ 126,131 122,148 3,983 495,643 479,041 16,602
Acquisitions® 50,845 45,674 5,171 193,949 122,798 71,151
Foreign exchange on U.S. dollar
revenue 13,012 (983) 13,995 16,473 13,984 2,489
Equity accounted VIEs (1,015) (3,025) 2,010 (10,095) (11,628) 1,533
Total property revenue 188,973 163,814 25,159 695,970 604,195 91,775

Weighted average occupancy same

property portfolio 91.5% 93.7% (2.2pp) 92.1% 93.3% (1.2pp)
Weighted average occupancy same

property portfolio excluding internal

growth suites 92.4% 93.7% (1.3pp) 93.1% 93.8% (0.7pp)

@ Excluding the effect of foreign exchange on U.S. dollar revenue.

Total property revenue increased by 15.2% in 2008 pared to 2007 due to contributions from
acquisitions completed subsequent to January 17 200 same property revenue growth. In addition,
our U.S. Operations benefited from an adjustmemti¢camortization of deferred community fee revenue
of approximately U.S.$0.6 million and a strengtingnof the U.S. dollar in 2008.

Same property revenue increased by approximatéy6$illion or3.5% in 2008 compared to 2007. We
continue to drive revenue growth with our proveatstgies as follows:

* Yield management programs in the Canadian retiréimame portfolio to establish increased market
based rates on suite turnover.

* Regular annual rent increases that are competdil@al market conditions.
» The addition of new services for residents at sofréhartwell’s communities.
* Maximizing asset performance through investmermmternal growth projects.

On October 27, 2008, Chartwell acquired from Melloe remaining 50% interest in seven operating
companies in the Province of Quebec (the “Co-owhipss). Prior to the acquisition, the Co-ownerghip
were structured to lease the respective commuriities the co-owners and were considered Variable
Interest Entities (“VIES”) under GAAP. As Chartwelas not considered to be the primary beneficiary
of these entities, we were required to accountifem using the equity method of accounting. Opegat
results of these communities are now included énaibquisition portfolio for presentation purposeshie
above table.

Weighted average occupancy rates in the same pyopertfolio excluding internal growth suites were
93.1% in 2008, a decrease of 0.7 percentage pibarts 93.8% in 2007. As described in our Q2 2008
MD&A:

« We noted a softening of occupancies primarily mthS. toward the end of Q2 2008.

- In addition, due primarily to construction delalease up plans in certain of our Quebec properties
were behind schedule. Our Quebec business costitiiestrengthen as we fully integrate the
portfolio subsequent to acquiring the remaining 5@%rest, with NOI improving on a sequential
guarter basis.
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Fourth Quarter:

Total property revenue increased by 15.4% in Q482@mpared to Q4 2007 due to contributions from
acquisitions completed subsequent to January I/, 220ne property revenue growth and a strengthening
of the U.S. dollar in Q4 2008.

Same property revenue increased by approximately Sdllion or 3.3% in Q4 2008 compared to Q4
2007.

Weighted average occupancy rates in the same pyopertfolio excluding internal growth suites were
92.4% in Q4 2008, a decrease of 1.3 percentagésgdoom 93.7% in Q4 2007.

Summary of Direct Operating Expenses

Increase / Increase /

($000s) Q4 2008 Q4 2007 (Decrease) 2008 2007 (Decrease)
Same property™ 87,951 83,815 4,136 336,097 325,397 10,700
Acquisitions(l) 36,642 32,936 3,706 137,274 87,146 50,128
Foreign exchange on U.S. dollar

expenses 8,230 (690) 8,920 10,404 8,726 1,678
Equity accounted VIEs (786) (2,109) 1,323 (7,009) (7,854) 845
Total direct operating expenses —

properties 132,037 113,952 18,085 476,766 413,415 63,351
Direct operating expenses —

management operations 1,025 1,112 (87) 4,100 3,995 105
Total direct operating expenses 133,062 115,064 17,998 480,866 417,410 63,456

@ Excluding the effect of foreign exchange on U.S. dollar expenses.

Total direct operating expenses increased®h{®6 in 2008 compared to 2007 primarily due to adddio
expenses from acquisitions completed subsequebdrtoary 1, 2007 and the strengthening of the U.S.
dollar and the corresponding effect on U.S. dallemominated expenses.

Same property direct operating expenses increagegbproximately $10.7 million or 3.3% for 2008
compared to 2007.

We are pleased with the slower growth in directrafpeg expense which is a result of ongoing cost
management programs and continued focus on labmair control. In addition, our U.S. operations
benefited from a refund of premiums for general anofessional liability of approximately U.S.$0.6
million during Q1 2008 as a result of favourablairls experience during the policy period. This was
offset by the increased costs associated with ddéianal day in 2008 (February 29) compared t07200
As a result of the additional day, many of our &bl costs, primarily staffing, increased by
approximately $0.7 million without a correspondingrease in rent which is generally a set montaéy. f

Fourth Quarter:
Total direct operating expenses increased b6 in Q4 2008 compared to Q4 2007 primarily due to
additional expenses from acquisitions completegesgbent to January 1, 2007 and the strengthening of

the U.S. dollar and the corresponding effect on. ddllar denominated expenses. Same propertytdirec
operating expenses increased by approximatelyrfilibn or 4.9% in Q4 2008 compared to Q4 2007.
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General, Administrative and Trust Expenses

($000s, except percentage of Increase / Increase /
revenue) Q4 2008 Q4 2007  (Decrease) 2008 2007 (Decrease)
General, administrative and trust

expenses (“G&A”) 4,936 5,112 (176) 18,770 18,804 (34)
Special Committee and related

advisory fees 366 823 (457) 1,132 3,026 (1,894)
Total G&A per financial statements 5,302 5,935 (633) 19,902 21,830 (1,928)
As % of revenue :
Including Special Committee Costs 2.7% 3.4% (0.7pp) 2.7% 3.4% (0.7pp)
Excluding Special Committee Costs 2.5% 3.0% (0.5pp) 2.6% 2.9% (0.3pp)

For 2008, G&A costs, excluding the costs of the cegeCommittee, slightly decreased compared to
2007. This is primarily due to cost control iniives.

G&A excluding Special Committee costs and relatddisory fees decreased as a percentage of total
revenues to 2.6% for 2008 from 2.9% in 2007. Tikigrimarily due to significant growth in total
revenues and management of our costs.

Including Special Committee costs, G&A decreasedby® million for 2008 compared to 2007 due to
the reduction in Special Committee and relatedsayifee costs.

Fourth Quarter:

G&A excluding Special Committee and related advistees decreased $0.2 million in Q4 2008
compared to Q4 2007.

G&A excluding Special Committee costs and relatddisory fees decreased as a percentage of total
revenues to 2.5% for Q4 2008.

Including Special Committee costs, G&A decrease6 #illlion for Q4 2008 compared to Q4 2007.
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Interest and Property Lease Expense

Increase / Increase /
($000s) Q4 2008 Q4 2007  (Decrease) 2008 2007  (Decrease)
Interest Expense
Mortgages and loans payable 23,449 20,732 2,717 86,979 75,153 11,826
Convertible debentures 2,979 2,930 49 11,918 10,568 1,350
Operating credit facility and other 40 40 - 269 142 127
Interest capitalized to properties
under development (797) (221) (576) (1,846) (604) (1,242)
25,671 23,481 2,190 97,320 85,259 12,061

Accretion adjustment to convertible

debenture liability 715 657 58 2,772 2,075 697
Amortization of debt mark-to-

market adjustments arising on

acquisition (229) (310) 81 (1,066) (837) (229)
Amortization of financing costs 1,151 1,103 48 4,762 4,485 277
Total Interest Expense: 27,308 24,931 2,377 103,788 90,982 12,806

Property Lease Expense
Contractual lease payments for the
period 11,586 8,916 2,670 41,094 38,400 2,694
Adjustment to record lease
expense on a straight line basis
over the lease term 1,943 1,815 128 6,865 8,068 (1,203)

Total Property Lease Expense 13,529 10,731 2,798 47,959 46,468 1,491

The increase in interest expense is consistent thihgrowth in Chartwell’'s debt portfolio. Mortgesy
payable increased significantly during 2007 prityadue to mortgages assumed on the acquisition of
properties. In addition, on April 20, 2007, Chaetiwissued approximately $75.0 million of 5.9%
subordinated convertible debentures which resultsncreased interest expense in 2008 as these
convertible debentures were outstanding for thiepferiiod in 2008.

During 2008, we capitalized interest of $1.9 milliovhich relates to our net investment in internal
growth projects.

Contractual property lease expemsereased $2.7 million for 2008 compared to 20Gvharily due to
foreign exchange.

Fourth Quarter:

During Q4 2008, we capitalized interest of $0.8lionl, which relates to our net investment in int&rn
growth projects.

Contractual property lease expemsereased $2.7 million for Q4 2008 compared to Q872 primarily
due to foreign exchange translation.
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Mezzanine Loans, Mezzanine Loan Interest Income and Provision for Impairment of
Mezzanine Loans

Increase / Increase /
($000s) Q4 2008 Q4 2007  (Decrease) 2008 2007  (Decrease)

Gross mezzanine loan balances

outstanding (end of the period) 108,090 112,037 (3,947)
Fees net of costs recorded as a

reduction of mezzanine loan

balances (4,862) (4,413) (449)
Provision for impairment of

mezzanine loans (6,406) - (6,406)
Net mezzanine loan receivable 96,822 107,624 (10,802)

Mezzanine loan interest based on

gross loan balances 2,869 3,076 (207) 11,833 11,958 (125)
Effective yield adjustments for:

Placement Fees integral to lending

activities 485 (220) 705 230 2,286 (2,056)
Legal costs integral to lending
activities (186) (288) 102 (676) (902) 226
Total Mezzanine Loan Interest
Income 3,168 2,568 600 11,387 13,342 (1,955)

Provision for impairment of
mezzanine loans (6,406) - (6,406) (6,406) - (6,406)

Mezzanine loan interest decreased $2.0 millior2i8 compared to 2007 and increased by $0.6 million
for Q4 2008 compared to Q4 2007. Mezzanine lotarést and related placement fees are recognized in
income using the effective interest rate methodaabunting for interest expense. Under this methed
update our expectations for targeted stabilizatlates of the underlying development projects and re
discount the expected cash flows for the life @& groject over the revised expected time to coraplet
using the effective interest rate. Delays in expeéstabilization dates of certain of the propsrtesulted

in a reduction in revenue for 2008 compared to 2007

As described more fully in the “Significant Eventséction of this MD&A, Chartwell recorded a
provision for impairment of mezzanine loans of $®ulion before future tax recoveries.
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Other Items

Increase / Increase /

($000s) Q4 2008 Q4 2007  (Decrease) 2008 2007  (Decrease)
Bank interest and other income 870 1,956 (1,086) 3,927 8,152 (4,225)
Below market lease amortization

revenue 525 258 267 1,846 1,394 452
Gain/(Loss) on sale of assets 63 (413) 476 95 (82) 177
Write down of assets - (1,284) 1,284 - (1,456) 1,456
Provision for impairment of goodwill (64,506) - (64,506) (64,506) - (64,506)
Unrealized / realized gains and

(losses) on derivative financial

instruments and unrealized foreign

exchange gains and losses 12,534 (122) 12,656 18,182 (10,925) 29,107
Depreciation of properties (18,920) (16,016) (2,904) (69,628) (58,359) (11,269)
Amortization of limited life intangible

assets (12,687) (12,227) (460) (52,752) (53,944) 1,192
Current income tax (expense)
recovery 496 (2,004) 2,500 (999) (2,004) 1,005
Future income tax (expense)

recovery 1,568 4,267 (2,699) (169) (13,924) 13,755
Non-controlling interest 1,989 1,179 810 3,918 5,008 (1,090)
Net loss (69,128) (10,116) (59,012) (99,472) (67,339) (32,133)

Bank Interest and Other Income

The decrease in bank interest and other incom2d08 compared to 2007 and for Q4 2008 compared to
Q4 2007 is primarily due to lower invested cashabaés and non-property miscellaneous income in
2008.

Unrealized / Realized Gains and Losses on Derivative Financial Instruments and Unrealized
Foreign Exchange Gains and Losses

Chartwell recorded an unrealized foreign exchangi@ gf $17.2 million for 2008 and an unrealized
foreign exchange gain of $11.6 million for Q4 2008f these amounts, an unrealized foreign exchange
gain of $11.8 million for 2008 and an unrealizedefgn exchange gain of $8.2 million for Q4 2008
related to the intercompany cross border U.S. ddémominated loans receivable and payable used by
Chartwell to finance its operations in a tax effiti manner. At December 31, 2008, Chartwell had ne
loans outstanding of approximately U.S.$46.8 millioom our U.S. subsidiaries and loans payable of
$1.2 million to our U.S. subsidiaries. Althoughetlprincipal amount of this debt eliminates on
consolidation, unrealized foreign exchange gairgslasses are required to be recorded in incomerunde
GAAP. For 2008, unrealized gains on U.S. cash wpmroximately $4.6 million and for Q4 2008 were
approximately $3.4 million. In addition, during @®08, we realized a foreign exchange gain on U.S.
cash used in the period of approximately $0.9 anilli
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Depreciation and Amortization

The increase in depreciation and amortization issisbent with the growth in Chartwell’s property
portfolio.

Provision for Impairment of Goodwill

According to GAAP, goodwill should be tested forpiairment between the required annual test when an
event or circumstance occurs that more likely thanreduces the fair value of a reporting unit beits
carrying amount. During Q4 2008, Chartwell’'s markapitalization remained below our net book value
and we concluded that this represented a circumstdrat indicated it may be more likely than nattth
the fair value of our reporting units may be belbwir carrying amounts, and accordingly we updated
annual goodwill impairment test for each of oumiiiéed reporting units. Chartwell estimated fealue

of the respective reporting units using a combamatdf valuation approaches including a market
capitalization approach, multiples approach andalisted cash flow analysis. The market capitabnat
approach uses Chartwell’s publicly traded unit eiic determine fair value; the multiples approasésu
comparable market multiples to arrive at a faiuealand, the discounted cash flow method uses veven
and expense projections and risk-adjusted discratas. Future cash projections were based on 2009
projections, which were then adjusted to refleet litest information and estimates on trends, ssch
contractual and non-contractual pricing expectatiand anticipated operating efficiencies that would
affect estimated cash flows of each reporting unit.

As described in the “Critical Accounting Estimatesction of this MD&A, the process of determining
fair value is highly subjective and requires mamaget to exercise a significant amount of judgment i
determining future growth, discount and tax ratesomg other factors. Consequently, given the
uncertainty in the current economic environmenta@kell has relied on the publicly traded marketer

of Chartwell units as at December 31, 2008 allatdte each reporting unit based on equity as the
primary basis for the valuation of its reportingitarand the determination of the implied fair vakfe
goodwill for these reporting units. On this basi® impairment test determined that, for all répgr
units, the carrying value of goodwill exceededessimated fair value as at December 31, 2008 arad as
result, Chartwell recorded an impairment charg®6zf.5 million.

Current and Future Income Tax (Expense) Recovery

Under the SIFT Rules, Chartwell became subjectan certain income beginning in 2007 as described
in the “Significant Events” section of this MD&A.During 2008, we recorded a future income tax
expense of $0.2 million and a future income taxovecy of $1.6 million for Q4 2008. The provisioor f
future income tax expense relates to the tempaidfgrences between the carrying amounts and tax
bases of assets and liabilities, including those éine expected to reverse on or after Decembe2(8B.
These temporary differences are tax effected uthiagestimated substantively enacted SIFT tax rate a
the time that these differences are expected &rsev

As described in the “Significant Events” sectiontbis MD&A, in 2008, the Department of Finance
issued draft legislation which described poterttenges in the determination of which legal ergtitiee
considered SIFTs. Enabling legislation receivegdR@assent on March 12, 2009. The clarificatiosts s
out in the draft legislation likely result in a sidhiary partnership of Chartwell REIT being conseteto

be a SIFT in 2007 and 2008. Consequently, Chartiagdl recorded a provision for current income tax
provision of approximately $0.6 million for 2008lated to SIFT income taxes. During Q4 2008, a
reduction to the SIFT income tax expense provisib$i0.6 million was recorded to reflect the incexhs
tax deductions attributed to capital cost allowanmceespect to our acquisition of the remaining 50%
interest in seven Quebec properties.
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Net Loss

Net loss for 2008 increased in comparison to 200%32.1 million due to a provision for impairmerit o
goodwill of $64.5 million, a provision for impairme of mezzanine loans, increased depreciation and
amortization, interest and lease expenses. Thsspaatially offset by improvements in net operating
income, changes in unrealized foreign exchangesgaid losses, lower SIFT tax provisions and reduced
future income tax expense as the initial provigmrfuture income tax expense was recorded in @720

In addition to the trends affecting the comparisdr2008 to 2007, Q4 2008 compared to Q4 2007 was
affected by the SIFT tax provision for current in@tax expense recorded in Q4 2007 while in Q4 2008
we recorded a recovery.
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Summary of Results of Operations by Division

The following section provides an analysis of thgemting performance of each of our operating
segments for 2008 compared to 2007 and Q4 2008a@upo Q4 2007.

In 2008, we reclassified three properties previpustiuded in the Canadian long-term care operation
segment to the Canadian retirement operations sggmenore accurately reflect how the properties ar
managed. The comparative figures have been réd@ds® reflect this change.

Canadian Retirement Operations

The following table summarizes the composition wf Ganadian retirement operations segment:

Composition of Suites

Properties ISL AL LTC Total
Same property®™ 83 6,840 1,797 1,011 9,648
Acquisitions 17 1,825 464 143 2,432
Total 100 8,665 2,261 1,154 12,080

@ Includes expansion of 105 suites under construction at two communities.

The following table presents the results of operegiof our Canadian retirement operations segment:

($000s, except occupancy rates and Increase / Increase /
operating margins) Q4 2008 Q4 2007  (Decrease) 2008 2007  (Decrease)
Revenues
Same property 66,307 63,099 3,208 257,122 248,155 8,967
Acquisitions 11,759 5,502 6,257 34,090 14,501 19,589
Equity accounted VIEs 1,015 3,025 (2,010) 10,095 11,628 (1,533)
Total Acquisitions 12,774 8,627 4,247 44,185 26,129 18,056
Total Revenue 79,081 71,626 7,455 301,307 274,284 27,023
Expenses
Same property 44,326 41,667 2,659 166,267 159,869 6,398
Acquisitions 7,807 3,657 4,250 21,224 9,424 11,800
Equity accounted VIEs 786 2,109 (1,323) 7,009 7,854 (845)
Total Acquisitions 8,593 5,666 2,927 28,233 17,278 10,955
Total Expenses 52,919 47,333 5,586 194,500 177,147 17,353
Net operating income
Same property 21,981 21,432 549 90,855 88,286 2,569
Acquisitions 3,952 1,945 2,007 12,866 5,077 7,789
Equity accounted VIEs 229 916 (687) 3,086 3,774 (688)
Total Acquisitions 4,181 2,861 1,320 15,952 8,851 7,101
Total Net Operating Income 26,162 24,293 1,869 106,807 97,137 9,670
Overall operating margins 33.1% 33.9% (0.8pp) 35.4% 35.4% -

Same property statistics:

Operating margins 33.2% 34.0% (0.8pp) 35.3% 35.6% (0.3pp)
Weighted average occupancy rate 88.9% 92.5% (3.6pp) 90.2% 92.2% (2.0pp)
Weighted average occupancy rate

excluding internal growth suites 91.3% 92.4% (1.1pp) 91.6% 92.7% (1.1pp)
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Same property NOI increased by 2.9% in 2008 conaptare2007 due to revenue growth, contributions
from completed internal growth projects, and bdaefielded from the new cost management programs
that we began implementing in mid-2007.

Growth in same property NOI in our Eastern Canad@inement properties (outside Quebec) for 2008
was 8.9% and our Western Canadian platform incdebges.3%. These increases were partially offset
by a 16.6% decrease in same property NOI in oub@uelatform as discussed below.

In 2008, our Quebec platform has been undergoiggifs&iant renovation and construction activity.
Typically, where we are adding new capacity to apprty, the significant construction activity
temporarily depresses occupancy in the existingdimgi. In addition, in some cases, existing suites
needed to be removed from inventory as part ofctiestruction program. A similar situation exigsts i
properties we reposition. For example, where veeuggrading key service amenities, such as dirmadg a
kitchen facilities, the temporary services will rfm¢ of the same quality. As a result, until thevige
renovated amenities are available, the buildingteimporarily less marketable. The majority of
construction activity was completed in the secoalfl &f 2008 and we are beginning to see the besrefit

In addition, on October 27, 2008, we obtained fdhtrol over our Quebec platform through the
acquisition of Groupe Melior's 50% interest in tkguebec properties and management company.
Owning and managing our Quebec seniors housindafiortallows Chartwell and our Quebec team to
improve occupancies, increase operating margindakedadvantage of significant synergies. We eixpec
to deliver solid performance improvements in thee@ac portfolio going forward, consistent with our
track record in the balance of our portfolio.

Same property revenues increased by 3.6% in 200®m@pared to 2007 due to regular annual rent
increases of between 2% and 6%, the continued mgaleation of yield management programs to
establish increased market based rates on suitevierr, and higher contributions from internal griowt
suites.

Weighted average occupancy rates excluding integraith suites in lease-up, decreased to 91.6% in
2008 from 92.7% in 2007 or 1.1 percentage poir@aitside of Quebec, occupancies in our Canadian
Retirement platform have improved compared to 28p@pproximately 0.6 percentage points.

Same property operating expenses increased by kh@B08 compared to 2007, in line with revenue
growth and general inflation.

Overall operating margins remained flat for 200&pared to 2007. Same property operating margins
decreased slightly in 2008 compared to 2007 by8r8entage points to 35.3%.

Fourth Quarter:
Same property NOI increased by 2.6% in Q4 2008 ewetpp to Q4 2007 due to revenue growth,
contributions from completed internal growth prdggecand benefits yielded from the new cost

management programs that we began implementingds2607.

Same property revenues increased by 5.1% in Q4 a808&mpared to Q4 2007, driven primarily by
annual rent increases of between 2% and 6%.

“This paragraph contains forward-looking informatioRlease see the “Forward-Looking Information a@Ridks and Uncertainties” section in
this MD&A.
33



Weighted average occupancy rates excluding intgmualth suites in lease-up decreased to 91.3% in Q4
2008 from 92.4% in Q4 2007, or 1.1 percentage poiutside of Quebec, occupancies in our Canadian
Retirement platform have improved compared to Q@72ty approximately 0.2 percentage points.

Same property operating expenses increased by i6.44 2008 compared to Q4 2007, primarily driven
by increased utility cost.

Overall same property operating margins decreag&d@percentage points for Q4 2008 compared to Q4
2007, however remained healthy at 33.1%.

Canadian Long-Term Care Operations

The following table summarizes the composition wf Ganadian long-term care operating segment:

Composition of Suites

Properties ISL AL LTC Total
Same property 14 - 99 1,419 1,518
Acquisitions® 13 379 - 1,582 1,961
Total 27 379 99 3,001 3,479

@ Includes three communities (315 suites) currently in the planning stage of development.

The following table presents results of operatiohsur Canadian long-term care operating segment:

($000s, except occupancy rates and Increase / Increase /
operating margins) Q4 2008 Q4 2007  (Decrease) 2008 2007  (Decrease)
Revenues

Same property 21,778 21,126 652 84,080 81,076 3,004

Acquisitions 14,380 13,757 623 54,672 30,621 24,051
Total revenues 36,158 34,883 1,275 138,752 111,697 27,055
Direct Operating Expenses

Same property 19,760 19,091 669 74,954 72,460 2,494

Acquisitions 12,292 11,908 384 46,310 26,171 20,139
Total expenses 32,052 30,999 1,053 121,264 98,631 22,633
Net operating income

Same property 2,018 2,035 a7 9,126 8,616 510

Acquisitions 2,088 1,849 239 8,362 4,450 3,912
Total Net Operating Income 4,106 3,884 222 17,488 13,066 4,422
Overall operating margins 11.4% 11.1% 0.3pp 12.6% 11.7% 0.9pp

Same property statistics:
Operating margins 9.3% 9.6% (0.3pp) 10.9% 10.6% 0.3pp

Weighted average occupancy rate 99.1% 98.5% 0.6pp 98.9% 97.5% 1.4pp

Same property NOI increased $0.5 million for 2068pared to 2007.

Operating margin in the same property portfolio WA<9% in 2008, an increase of 0.3 percentage point
over 2007.
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Weighted average occupancies in the same propertfolio are at 98.9% for 2008, an increase of 1.4
percentage points from 200ccupancy in the Ontario long-term care communigeseeded 97% for
2008 in all properties. As a result, these commesireceive funding as though fully occupied.

Fourth Quarter:

Same property NOI was flat for Q4 2008 compare@Q4d2007.

Operating margin in the same property portfolio Wa3% in Q4 2008, a decrease of 0.3 percentage
points from Q4 2007.

Weighted average occupancies in the same propertfpio are at 99.1% for Q4 2008, an increase.6f 0
percentage points over Q4 2007.

U.S. Operations

The following table summarizes the composition wf 0.S operations segment:

Composition of Suites

Properties ISL AL LTC Total
Same property™ 55 10,687 1,267 341 12,295
Acquisitions 29 1,396 1,640 - 3,036
Total 84 12,083 2,907 341 15,331

@ Includes expansion of 98 suites under construction at one community.

The following table presents the results of operatiof our U.S. operating segment:

(U.S.$000s, except as noted Increase / Increase /
otherwise) Q4 2008 Q4 2007 (Decrease) 2008 2007  (Decrease)
Revenues

Same property 38,046 37,923 123 154,441 149,861 4,580

Acquisitions and other 23,691 23,390 301 95,092 66,048 29,044
Total revenues 61,737 61,313 424 249,533 215,909 33,624
Direct Operating Expenses

Same property 23,865 23,057 808 94,876 93,070 1,806

Acquisitions and other 15,757 15,362 395 62,731 43,697 19,034
Total expenses 39,622 38,419 1,203 157,607 136,767 20,840
Net Operating Income

Same property 14,181 14,866 (685) 59,565 56,791 2,774

Acquisitions and other 7,934 8,028 (94) 32,361 22,351 10,010
Total Net Operating Income 22,115 22,894 (779) 91,926 79,142 12,784

Foreign Exchange in CDN 4,782 (293) 5,075 6,069 5,210 859
Total Net Operating Income in CDN 26,897 22,601 4,296 97,995 84,352 13,643
Overall operating margins (%)™ 36.0% 37.5% (1.5pp) 36.8% 36.7% 0.1pp
Same property statistics:

Operating margins (%)™ 37.3% 39.2% (1.9pp) 38.6% 37.9% 0.7pp

Weighted average occupancy rate

(%) 92.5% 94.3% (1.8pp) 92.9% 93.8% (0.9pp)

@ calculated based on U.S. Dollars.

Same property NOI increased by U.S.$2.8 millios.686 in 2008 compared to 2007.
35



Same property revenue increased by U.S.$4.6 mitiio8.1% for 2008 compared to 2007 as a result of
regular annual rent increases which ranged bet@#&eand 7%, slightly higher average occupancies and
increased amortization of deferred community fees.

During Q2 2008, we began to find it more difficidtsome of our U.S. properties than it had beethmén
past eighteen months to replace residents on notmnabver. We typically experience a seasonal
occupancy dip during both the summer months ancéhnly part of the year with normal rebounding in
mid-September through November and subsequentlytlammdigh mid-April in the spring from each
seasonal drop respectively. Consistent with thesels, our occupancies increased in Q4 2008 fr8m Q
2008 reflecting typical seasonality described abdespite the difficult economic times. During Q1
2009, we have experienced our typical seasonaindekbwever, as we expressed previously due to the
current economic environment in the U.S. we carmotconfident of the typical spring increase in
occupancy.

To mitigate the risks during the U.S. slowdown, eeatinue the implementation of strategies to previd
more payment flexibility to existing and potenti@sidents and continue to invest in marketing and
advertising initiatives. We also continue to foarscost control through new procurement and labour
management programs.n addition, our U.S. management team has sour@w operations and
development management contracts and continuesirsug further management contracts and other
opportunities to augment future earnings in our. th&nagement operations.

Same property direct operating expenses have swdeby 1.9% for 2008 compared to 2007. Tight
management of labour costs and the implementafioew cost management programs that began in the
latter half of 2007 have helped to offset increasglity costs and insurance expense. In additibe,
2008 results benefited from a one time insuraneenum refund of $0.6 million achieved due to the
positive claims experienced during the policy perio

Acquisitions completed subsequent to January 17 20@ U.S. management operations added U.S.$32.4
million of NOI in 2008.

Same property operating margins increased by Ordeptage points in 2008 to 38.6% as compared to
37.9% in 2007.

The operating results for our U.S. operating segnme@anadian dollars were impacted by fluctuations
foreign exchange rates. The average exchangewatesas follows:

Increase / Increase /
Q4 2008 Q4 2007 (Decrease) 2008 2007 (Decrease)

Weighted average exchange rate for
U.S.$1.00 to CDN 1.212 0.981 0.231 1.066 1.075 (0.009)

A $0.01 change in the exchange rate for one U.8ardto one Canadian dollar changes AFFO by
approximately $0.2 million.

“This paragraph contains forward-looking informatioRlease see the “Forward-Looking Information a@Ridks and Uncertainties” section in
this MD&A.
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Fourth Quarter:

Same property NOI decreased by U.S.$0.7 millioa.6% in Q4 2008 compared to Q4 2007.

Same property revenue increased by U.S.$0.1 miliior®.3% for Q4 2008 compared to Q4 2007.
Regular annual rent increases which ranged betwiéérand 7% helped to offset the impact of an
occupancy decline from 94.3% in Q4 2007 to 92.5%4n2008.

Same property direct operating expenses have seieby 3.5% for Q4 2008 compared to Q4 2007.
Tight management of labour costs and the implemientaf new cost management programs that began
in the latter half of 2007 have helped to offseréased utility costs, insurance expense and imesgs

in expanded marketing programs to drive occupanowi.

Acquisitions completed subsequent to January 1728@d the U.S. management operations added
U.S.$7.9 million of NOI in Q4 2008.

Same property operating margins decreased by tc@mage points in Q4 2008 to 37.3% as compared to
39.2% in Q4 2007.

Canadian Management Operations

The following table presents the results of operatiof our Canadian management operations segment:

($000s) Increase / Increase /
Q4 2008 Q4 2007 (Decrease) 2008 2007 (Decrease)
Management and Other Fee Revenue
Spectrum:
Development management 154 1,207 (2,053) 1,405 4,477 (3,072)
Operations management 610 497 113 2,167 1,590 577
Other 17 17 - 119 330 (211)
Total Spectrum 781 1,721 (940) 3,691 6,397 (2,706)
ING 665 1,051 (386) 2,453 4,787 (2,334)
Other 732 881 (149) 2,948 2,996 (48)
Total Management and Other Fee
Revenue: 2,178 3,653 (1,475) 9,092 14,180 (5,088)
Direct operating expenses 1,025 1,112 (87) 4,100 3,995 105
Income from Management Operations 1,153 2,541 (1,388) 4,992 10,185 (5,193)

In 2008, management operations revenue decreasgsl bynillion as compared to 2007 primarily due to
lower fees earned from Spectrum, ING and othed+tparties.

In 2008, development management fees from Speafiesreased by $3.1 million as compared to 2007.
Operations management fees from Spectrum increhsetb a larger number of projects currently in the
lease-up phase.

Fees from ING decreased in 2008 as compared to [@2@®arily as a result of reduced due diligencesfee
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Fourth Quarter:

In Q4 2008, management operations revenue decrdasell.5 million as compared to Q4 2007
primarily due to lower fees earned from Spectrude land other third-parties.

In Q4 2008, development management fees from Spealecreased by $1.1 million as compared to Q4
2007. Operation management fees increased duéatgex number of projects currently in the leape-u
phase.

Fees from ING decreased in Q4 2008 as compared4t@0D7 primarily as a result of reduced asset
management fees.

Revenue from other third parties was lower in Q@88s compared to Q4 2007.
Management Operations Direct Operating Expenses:

Direct operating expenses principally represent ahecation of compensation and related costs of
individuals involved in management operations.
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Non-GAAP Measures

The following measures included in this MD&A do nmve a standardized meaning under Canadian
generally accepted accounting principles (“GAAP”):

* Funds from Operations (“FFQO”)

* Normalized Funds from Operations (“NFFQO")

» Adjusted Funds from Operations (“AFFQO")

Refer to the “Key Performance Indicators” sectidrthis MD&A for a detailed discussion of the nature
of various adjustments made in the calculation BOFNFFO and AFFO, along with Management's
discussion of the usefulness of these measureslaating our performance.

Funds from Operations (FFO)

The following table provides a reconciliation ofifis from operations to net loss:

Increase / Increase /
($000s, except per unit amounts) Q4 2008 Q4 2007  (Decrease) 2008 2007  (Decrease)
Net loss per financial statements (69,128) (10,116) (59,012) (99,472) (67,339) (32,133)
Add (Subtract):
Depreciation of properties 18,920 16,016 2,904 69,628 58,359 11,269

Amortization of management

contracts, resident contracts and

customer relationships 12,687 12,227 460 52,752 53,944 (1,192)
Depreciation of leasehold

improvements included in

depreciation of properties (116) (61) (55) (446) (242) (204)
Loss/ (Gain) on sale of assets (63) 413 (476) (95) 82 a77)
Provision for impairment of goodwill 64,506 - 64,506 64,506 - 64,506
Write down of carrying value of

assets - 1,284 (1,284) - 1,456 (1,456)
Future income tax expense/

(recovery) (1,568) (4,267) 2,699 169 13,924 (13,755)
Non-controlling interest (1,989) (1,179) (810) (3,918) (5,008) 1,090
Funds from operations® 23,249 14,317 8,932 83,124 55,176 27,948
Funds from operations per unit:

Basic 0.23 0.15 0.08 0.84 0.60 0.24

Diluted 0.23 0.14 0.09 0.82 0.58 0.24

@ Refer to the “Key Performance Indicators — Funds from Operations” section of this MD&A for discussion of the nature of

various adjustments made in FFO calculations.

FFO and FFO diluted per unit increased by $27.8anibr $0.24 per unit diluted for 2008 compared to
2007 and $8.9 million or $0.09 per unit diluted @4 2008 compared to Q4 2007 as follows:

» As described more fully in the “Significant Eventséction of this MD&A, during Q4 2008 we
recorded a provision for impairment of mezzanirentof $6.4 million.

* For 2008 compared to 2007, changes in realizeduaneialized foreign exchange gains and losses
increased FFO by $29.1 million or $0.288 per uiliitdd. Changes in realized and unrealized
foreign exchange gains and losses of approxim&tE2y7 million or $0.124 per unit diluted increased
FFO for Q4 2008 compared to Q4 2007. These rebbrel unrealized gains and losses primarily
relate to cross-border U.S. dollar denominateddoased by Chartwell’'s Canadian subsidiaries to
finance its investments in our U.S. operations faxaefficient manner. Under GAAP, changes in the
underlying value of these loans resulting from ¢hanges in foreign exchange rates are required to
be recorded in income.
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FFO in 2008 and Q4 2008 reflected strong, positeatributions from our property portfolio
resulting from rate increases and cost managennegtams.

Normalized and Adjusted Funds from Operations (NFFO and AFFO)
The following table provides the calculation of NBFBnd AFFO:

Increase / Increase /

($000s, except per unit amounts) Q4 2008 Q4 2007  (Decrease) 2008 2007  (Decrease)
FFO® 23,249 14,317 8,932 83,124 55,176 27,948
Add (Subtract):
Adjustment to record lease expense on a

straight line basis over the lease term 1,943 1,815 128 6,865 8,068 (1,203)
Unrealized foreign exchange and

derivative (gains)/losses (11,575) 122 (11,697) (17,223) 10,925 (28,148)
SIFT Income Tax Expense (Recovery) (617) 1,770 (2,387) 645 1,770 (1,125)
NFFO® 13,000 18,024 (5,024) 73,411 75,939 (2,528)
Add (Subtract):
SIFT Income Tax (Expense) Recovery 617 (,770) 2,387 (645) (,770) 1,125
Amortization of below market leases (525) (259) (266) (1,846) (1,394) (452)
Principal portion of capital subsidy

receivable from Health Authorities 528 502 26 2,077 1,343 734
Amounts received under income

guarantees 99 888 (789) 740 1,548 (808)
Amortization of financing costs 1,151 1,102 49 4,762 4,484 278
Accretion adjustment to convertible

debenture liability 715 657 58 2,772 2,075 697
Amortization of debt mark-to-market

adjustments arising on acquisition (229) (310) 81 (2,066) (837) (229)
Deferred financing fee reserve © (288) (238) (50) (1,038) (909) (129)
AFFO before Capex reserve 15,068 18,596 (3,528) 79,167 80,479 (1,312)
Maintenance Capex reserve - 2% of

property revenue (3,779) (3,261) (518) (13,919) (12,084) (1,835)
AFFO® 11,289 15,335 (4,046) 65,248 68,395 (3,147)
NFFO per unit

Basic 0.13 0.18 (0.05) 0.74 0.82 (0.08)

Diluted 0.13 0.18 (0.05) 0.73 0.80 (0.07)
AFFO per unit

Basic 0.11 0.16 (0.05) 0.66 0.74 (0.08)

Diluted 0.11 0.15 (0.04) 0.64 0.72 (0.08)

@ Refer to the “Key Performance Indicators — Funds from Operations” section of this MD&A for discussion of the nature of various

adjustments made in FFO calculations.

Refer to the “Key Performance Indicators — Normalized Funds from Operations” section of this MD&A for discussion of the nature
of various adjustments made in the NFFO calculations.

Deferred financing fee reserve is calculated quarterly as 0.6 basis points applied to our mortgages payable at the end of the
quarter, prorated based on the weighted average term to maturity.

Refer to the “Key Performance Indicators — Adjusted Funds from Operations” section of this MD&A for discussion of the nature of
various adjustments made in the AFFO calculations.

2

3

)

An analysis of AFFO is described under the “Ovesvid Consolidated Results of Operations” section of
this MD&A.
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Quarterly Financial Information

The following table summarizes Chartwell’s quastenhaudited financial information:

2008 2007

($000s, except per unit
amounts) Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
Revenues 195,943 180,319 174,698 174,349 173,165 177,231 156,299 138,342
Direct operating

expenses (133,062) (117,428) (115,155) (115,221) (115,064) (113,240) (99,840) (89,266)
General, administrative

and trust expenses (5,302) (4,098) (5,302) (5,200) (5,935) (5,832) (5,129) (4,934)

57,579 58,793 54,241 53,928 52,166 58,159 51,330 44,142

Interest expense (27,309) (25,287) (25,841) (25,352) (24,931) (25,483) (23,426) (17,142)
Property lease

expenses (13,529) (11,670) (11,339) (11,421) (10,731) (11,565) (11,785) (12,387)
Foreign exchange

gains/(losses) 12,534 3,358 (559) 2,849 (122) (4,898) (5,279) (626)
Depreciation and

amortization (31,607) (29,520) (30,191) (31,062) (28,243) (32,344) (27,869) (23,847)

Write down of carrying

value of management

contracts - - - - (1,284) - 172) -
Provision for

impairment of

goodwill (64,506) - - - - - - -
Provision for

impairment of

mezzanine loans (6,406) - - - - - - -
(Loss)/Gain on sale of

assets 63 126 (102) 8 (413) 11 320 -
Non-controlling interest 1,989 378 786 765 1,179 982 2,117 730
Current income tax

(expense) recovery 496 (629) 133 (999) (2,004) - - -
Future income tax

(expense) recovery 1,568 (1,500) - (237) 4,267 (1,802) (16,389) -
Net loss for the period (69,128) (5,951) (12,872) (11,521) (10,116) (16,940) (31,153) (9,130)
Net loss per unit,

diluted (0.72) (0.06) (0.14) (0.13) (0.11) (0.19) (0.36) (0.12)
FFO 23,249 24,451 16,524 18,900 14,317 16,160 10,785 13,914
FFO per unit, diluted 0.23 0.24 0.16 0.19 0.14 0.16 0.11 0.17

Chartwell's quarterly results for the past eightuders have been affected by the acquisitions of ne
seniors housing communities and the correspondingnue increases from management and lending
activities.

Per unit amounts on a quarterly basis were affebiethe timing of the issuance of Trust Units and

Convertible Debentures by Chartwell, as well ashgytiming of fee income from development and other
activities.
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Selected Annual Financial Information

The following table summarizes selected annualntrel information for each of the past three years
ended December 31:

($000s, except per unit amounts) 2008 2007 2006
Property revenues 695,970 604,195 318,977
Total revenues 725,309 645,037 350,575
Direct operating expenses 480,866 417,410 226,066
Net loss (99,472) (67,339) (14,698)
Total assets 2,705,487 2,603,199 1,977,750
Total liabilities 2,038,807 1,798,590 1,215,798
Net loss per unit, diluted (1.06) (0.78) (0.25)
Cash distributions declared per unit 0.7930 1.0650 1.0650

Chartwell's annual results for the past three yéange been affected by the acquisitions of newoseni
housing communities and the corresponding revenaesases from development, management and
lending activities.
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Financial Position

Balance Sheet Analysis

The following table summarizes the significant aipsin our assets, liabilities and Unitholders’igqu
for December 31, 2008 compared to December 31,:2007

Increase /
(Decrease)
($millions)

Explanation

Properties

Mezzanine loans

Goodwill

Total assets

Mortgages payable

Total liabilities

Non-controlling interest

Unitholders’ equity

251.9

(10.8)

(56.4)

102.3

222.7

240.2

(30.6)

(107.4)

Properties increased as follows: properties acquired in 2008 added $95.6
million; internal growth developments and building improvements added
$44.6 million; acquisition related capital expenditures increased properties
by $12.4 million; capital additions increased properties by $15.6 million,
contingent deferred purchase consideration of $4.3 million and foreign
exchange translation added $157.3 million. These increases were offset by
depreciation and amortization of $69.8 million and a purchase price re-
allocation to intangible assets of $8.1 million.

Mezzanine loans decreased due to the discharge of $8.6 million of
mezzanine loans on the acquisition of the related property, a provision for
impairment of mezzanine loans of $6.4 million, repayment of loans of $3.8
million and amortization of placement fees of $0.5 million. The decrease was
offset by new advances of $8.5 million.

As described more fully in the “Significant Events” section of this MD&A
during Q4 2008, we recorded a provision for impairment of goodwill of $64.5
million, reducing our goodwill balance to nil.

The increase in total assets in 2008 is principally due to the increase in
properties which was offset by the provision for impairment of goodwill of
noted above and a decrease in management contracts, resident contracts,
customer relationships and other intangibles and cash.

Mortgages payable increased as a result of new mortgage financings of
$73.6 million, assumed mortgages on acquired properties of $54.4 million
and foreign exchange translation of $124.4 million. These increases were
offset by regular amortizing principal repayments of $28.3 million and
amortization of financing costs, net of additions of $1.4 million.

The increase in total liabilities is primarily due to increases in mortgages
payable as discussed above.

Non-controlling interest decreased primarily due to exchanges of Class B
Units of Master LP for Trust Units of $24.3 million and distributions to the
holders of the Class B Units of Master LP of $3.6 million.

The decrease in Unitholders’ equity in 2008 is due primarily to cash
distributions and the allocation of the net loss to the Trust's Unitholders
which were offset by income from foreign exchange translation in other
comprehensive income and the exchange of Class B Units of Master LP for
Trust Units described above.
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Mortgage Debt

The following table outlines the future principa¢épayments on outstanding mortgages and their
respective weighted average interest rates ascarbleer 31, 2008.

($000s) Regular Principal % of Total Weighted Average
Principal Due at Total Maturing Interest Rate of
Year Payments Maturity Debt Maturing Debt
2009 27,233 147,340 174,573 11.53% 5.17%
2010 26,570 65,305 91,875 5.11% 5.40%
2011 27,258 33,013 60,271 2.58% 5.67%
2012 29,296 80,507 109,803 6.30% 5.45%
2013 29,395 114,696 144,091 8.97% 5.34%
2014 26,074 37,709 63,783 2.95% 4.95%
2015 25,739 94,225 119,964 7.37% 5.38%
2016 21,940 196,332 218,272 15.36% 6.04%
2017 17,764 292,847 310,611 22.91% 5.69%
2018 15,356 32,598 47,954 2.55% 5.56%
2019-2023 67,243 139,217 206,460 10.89% 6.14%
Thereafter 81,003 44,409 125,412 3.48% 5.43%
Total 394,871 1,278,198 1,673,069 100.00%
Mark-to-market adjustments arising on acquisition 15,528
Less: Financing costs (20,152)
Total Mortgage Debt 1,668,445

The following table provides selected financiatistas for our mortgage debt portfolio:

As at As at

December 31, December 31,

2008 2007

Average term to maturity 8.7 years 9.1 years
Weighted average contractual interest rate 5.65% 5.81%
Variable rate mortgage debt $28.9 million $35.0 million

Our strategy is to mitigate interest rate risk af debt portfolio by staggering maturities overdiand
financing our properties with longer term, fixederanortgage debt.

Chartwell’s variable rate mortgage debt primardjates to internal growth projects and communities
lease-up. We anticipate that we will convert thiess into fixed rate debt upon completion of the
internal growth projects and stabilization of timenmunities in lease-up.

Debt maturing in 2009 through to 2012 relates esigkly to mortgages on properties in our Canadian
portfolio of assets. We have no U.S. debt magsitintil 2013. In Canada, we have access to @ co
CMHC-insured debt and we intend to continue finagciour properties through this program.
Subsequent to year end, we refinanced $57.1 mitioA009 maturing debt with 3 to 5 year CMHC-
insured mortgages bearing interest at the weighwedage rate of 3.39% to take advantage of culvent
rates as well as to improve the balance of our nitatschedule. Of the remaining $90.2 million 2009
maturities, 85% are already CMHC-insured. We gpaie renewing this maturing debt in due course.

“This paragraph contains forward-looking informatioRlease see the “Forward-Looking Information a@Ridks and Uncertainties” section in
this MD&A.
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Convertible Debentures

At December 31, 2008 Chartwell had $124.9 millioh 686 convertible unsecured subordinated
debentures and $75 million of 5.9% convertible ensed subordinated debentures outstanding. The 6%
convertible debentures are convertible at the hm@deption into Trust Units at a conversion price o
$15.60 per unit and mature on December 1, 201%® 5T% convertible debentures are convertibleat th
holder’s option into Trust Units at a conversioiterof $16.25 per unit and mature on May 1, 2012.

Debt Leverage

The maximum debt leverage permitted by Chartwdleclaration of Trust is 60% (65% including
convertible debentures).

The following table presents the calculation of dedt leverage ratio as at December 31, 2008, divdu
the indebtedness of third parties guaranteed byt@akk

($000s) December 31, 2008
Mortgages payable 1,673,069
Loans payable @ 1,848
Guarantees 18,008
Revolving operating credit facility 8,000
Total indebtedness excluding convertible debentures 1,700,925
Convertible debentures (face value) 199,925
Indebtedness 1,900,850
Total assets 2,705,487
Accumulated depreciation and amortization® 398,385
Gross book value (“GBV”) of assets 3,103,872
Less: Assets financed by deferred purchase consideration on acquisition properties 23,649
Gross book value of assets (net of deferred consideration) 3,080,223
Debt to GBV before convertible debentures 55.2%
Debt to GBV including convertible debentures 61.7%

@ Included in Accounts Payable and Accrued Liabilities as described in Note 11 to the Financial Statements.
@ Includes accumulated depreciation and amortization related to fully amortized intangible assets of $82,804.

45



Outstanding Units Data

The following table summarizes changes in the nurabeutstanding units in 2008:

LTIP Units under Class B Units

Trust Units Subscription of Master LP Total

Balance December 31, 2007 91,625,701 2,336,323 6,273,378 100,235,402
Trust Units issued pursuant to Dividend

Reinvestment Plan (“DRIP”) 1,265,991 - - 1,265,991
Trust Units issued under the Long-Term Incentive

Plan (“LTIP”) - 656,667 - 656,667
LTIP Units under subscription surrendered - (15,000) (15,000)
Trust Units issued on disposition of LTIP Units 70,000 - - 70,000

surrendered
Units transferred to treasury - (406,000) - (406,000)
Exchange of Class B Units of Master LP @ 3,407,906 - (3,407,906) -
Balance December 31, 2008 96,369,598 2,571,990 2,865,472 101,807,060

@ Spectrum has exchanged 3,080,766 of Class B Units of Master LP into Trust Units in Q2 2008 pursuant to a corporate

reorganization of Spectrum.

Cash Flow Analysis

The following table summarizes the significant aipsin our operating, financing and investing cash
flows between the years ended December 31, 2002G0it

Explanation

Increase /
Cash provided by (used in): (Decrease)

($millions)
Operating activities 0.1
Financing activities (533.0)
Investing activities (514.6)

Cash flows from operating activities did not change significantly.

Cash flows from financing activities decreased by $533.0 million in 2008
compared to 2007. This decrease is primarily attributable to a decrease in
proceeds from mortgage financings which, net of repayments, decreased
cash flow from financing activities by $233.1 million. In addition, 2007
included proceeds from ING of $41.9 million, the issuance of convertible
debentures for proceeds of $72.2 million and proceeds of a secondary
public offering of $219.3 million (net of issue cost) for which there is not a
comparable amount in 2008. The above decrease in cash inflow from
financing activities was partially offset by lower distributions paid.

Cash flow used in investing activities decreased by $514.6 million for 2008
compared to 2007 which is primarily attributable to lower acquisition activity.
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Distributions

As described in the “Significant Events” section this MD&A, effective with the payment to
Unitholders for March 2008, which was paid on A@rfl, 2008, cash distributions were reduced to $0.74
per annum per unit from the previous level of $5.06r annum per unit. The declaration and paymiént
future distributions is subject to the discretidnttie Board of Trustees and will be dependent upon
number of factors including forecasts and budgetsults of operations, requirements for capital
expenditures and working capital, future finangisdspects of the Trust, debt covenants and obtigati
and any other factors deemed relevant by the Bofidustees. At our Annual General Meeting held
May 22, 2008, Chartwell received Unitholder apptdearemove any reference to Distributable Income
from the Declaration of Trust. Our DeclarationTotist, as amended, provides that distributions el
within the discretion of the Trustees. The Trustedl continue to rely upon forward-looking cadbw
information including internal forecasts and budget establish the level of cash distributions vjuted
that such annual distributions continue to be as$ than Chartwell’s net income for tax purposeshe
year. It is Chartwell’'s intention that annual distitions will be at least equal to 70% of the Ts
adjusted funds from operations for the year, aslaied in the relevant year's Management’s Disoussi
and Analysis for the Trust.

In 2008, 100% of Chartwell’s distributions were &derized as tax deferred returns of capital,7®rin
2007).

Chartwell's Distribution Reinvestment Plan (“DRIP&llows Unitholders to use their monthly cash
distributions to steadily increase ownership withimgurring any commission or other transactiont£os
Participating investors registered in the DRIP pleceive additional bonus units in an amount etmal
3% of their distributions which they have electedréinvest, and this amount is paid in the form of
additional units. Unitholders who are Canadiandesgs and beneficial holders of 1,000 units orenor
are eligible to participate.

The following table summarizes distributions ma&#¥ 2008 and the years ended December 31, 2008,
2007 and 2006:

Year Ended December 31

($000s) Q4 2008 2008 2007 2006
Distributions declared 17,998 75,670 94,145 65,378
Distributions on Class B units of Master LP 557 3,595 6,839 5,744
Distributions reinvested under DRIP (1,523) (9,230) (4,317) (2,476)
Distributions applied against LTIP installment loan

receivable (488) (2,144) (2,557) (1,848)
Distributions paid or payable in cash 16,544 67,891 94,110 66,798
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The following table summarizes cash distributioredm by Chartwell in Q4 2008 and the years ended
December 31, 2008, 2007 and 2006 in relation téasstand cash flows from operating activities:

Year Ended December 31

($000s) Q4 2008 2008 2007 2006
Cash flows from operating activities 18,785 101,525 101,435 63,421
Loss before non-controlling interest (71,117) (203,390) (72,347) (15,950)
Cash distributions declared® 16,544 67,891 94,110 66,798
Excess(shortfall) of cash flows from operating activities

over cash distributions paid 2,241 33,634 7,325 (3,377)

Excess (shortfall) of net loss before non-controlling

interest over cash distributions paid (87.661) (7L 25 (166,457) (82,748)

@ cash distributions do not include distributions satisfied through issuance of units under the DRIP or distributions applied

against the LTIP installment loan receivable.

The following table provides the details of additisources of cash available to Chartwell to fitsd
distributions to Unitholders in Q4 2008, and tharngeended December 31, 2008, 2007 and 2006:

Year Ended December 31

($000s) Q4 2008 2008 2007 2006
PrAITJ?hpoatlitIi):srt(lgn of capital subsidy receivable from Health 528 2.077 1,343 344
Amounts received under income guarantees ® 99 740 1,548 757

@ Refer to the “Key Performance Indicators — Adjusted Funds from Operations” section of this MD&A for the description of these

items.

The remaining portion of the excess of cash distigns over cash flow from operating activities ylear
ended December 31, 2006 was financed from Chartsaegdsh on hand and credit facilities (please refer
to the details of Chartwell's operating credit fiagiunder the “Liquidity and Capital Resourcestten

of this MD&A).

The excess of cash flow from operating activitiesracash distributions in Q4 2008, and the yeadedn
December 31, 2008 and 2007, partially relates ® ghsitive changes in non-cash working capital
balances. Changes in non-cash working capitatuaie from period to period and we do not consider
this to be a sustainable source of cash inflowr 2008, non-cash working capital increased cashisflo
from operating activities by approximately $16.liom.

We anticipate that cash distributions will be c@eeiby operating cashflows and believe our capital
commitments and purchase obligations are withineapected financial capacity in 2009.

“This paragraph contains forward-looking informatioRlease see the “Forward-Looking Information a@Ridks and Uncertainties” section in
this MD&A.
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Liquidity and Capital Resources

Chartwell’'s cash commitments include payments edlaib mortgage and other long-term debt and
convertible debentures, cash distributions to Unitbrs, operating leases and deferred purchase
obligations.

Chartwell's principal source of liquidity is caskow from operations. In order to provide for its
operating and capital requirements, Chartwell eafaads through the capital markets, arranges ragetg
debt financing and has arranged for a secured vieepbperating facility (“Credit Facility”) of upat
$90.0 million. As of December 31, 2008, Chartweltl a borrowing capacity under the credit facitity
approximately $62.2 million based on available sé&gu

The Credit Facility matures on June 28, 2009. Amswutstanding under the Credit Facility bear
interest at the bank’s prime rate plus 1% or ataghyglicable banker’'s acceptances rate plus 2.25%e
terms of the Credit Facility include minimum equigquirements and covenants requiring a limitatibn
cash distributions that can be paid to Unitholdeks.December 31, 2008, there was $8.0 million draw
under the Credit Facility. We have commenced disans with the syndicate of lenders regarding
renewal of the Credit Facility and expect to reriee/Credit Facility on maturity.

At December 31, 2008, one of Chartwell’'s U.S. sdibsies did not comply with certain financial
covenants under a loan agreement for one of ifgepties. The loan balance at December 31, 2008 was
U.S.$12.9 million bearing interest at 6.24% perianmmaturing on January 1, 2014. Chartwell is aurre
with its principal and interest payments. Subsetgue December 31, 2008, we entered into the
agreement with the lender to remedy the finanamleoant by making a one-time loan pay down of
U.S.$3.0 million. This payment was made in Jan2@9. Monthly payments of principal and interest
were adjusted to reflect the lower outstanding laarount.

Management expects that our principal use of fundhe future will be for regular amortizing debt
repayments, distributions, capital expendituresoan existing property portfolio, payment of defetre
purchase consideration on acquisitions of propesi® acquisition of seniors housing propeftiess at
December 31, 2008, Chartwell had cash on handmbajmately $10.5 million.

Capital Expenditures
Chartwell classifies its capital expenditures urttierfollowing categories:
» Building expansions — capital expenditures in respé our internal growth projects as described in

the “Significant Events” section of this MD&A.

» Acquisition related capital expenditures — capgapenditures which were identified during the
acquisition due diligence process for newly acqlassets.

e Building improvements include capital expenditutieat improve / sustain the revenue generating
potential of Chartwell’s properties.

* Long-term replacement items include expenditures$sets that will likely be replaced several times
over the life of the building, such as roofing, ey HVAC equipment, etc.

* Furniture, Fixtures and Equipment (“FF&E”") purchsise

“This paragraph contains forward-looking informatioRlease see the “Forward-Looking Information a@Ridks and Uncertainties” section in
this MD&A.
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The following table summarizes additions to projsrfor 2008:

($000s) 2008
Building expansions (internal growth) 36,431
Acquisition related capital expenditures 12,360
Building improvements 5,888
Long-term replacement items 2,279
Furniture, fixtures and equipment 8,890
Other 6,715
Total 72,563

Contractual Obligations and Guarantees

Contractual Obligations

Chartwell’'s major contractual obligations as at &aber 31, 2008 were as follows:

($000s) Total 2009 2010 2011 2012 2013 Thereafter
Mortgages payable 1,673,069 174,573 91,875 60,271 109,803 144,091 1,092,456
Convertible debentures 199,925 - - 124,925 75,000 - -
Loans payable 1,848 1,848 - - - - -
Revolving operating credit

facility 8,000 8,000 - - - - -
Purchase obligations 54,987 28,928 13,407 7,844 4,808 - -
Property operating leases 572,055 47,308 49,041 50,619 52,249 53,935 318,903
Other operating leases 11,068 2,172 2,093 2,020 2,057 1,346 1,380
Land leases 11,663 252 252 252 252 252 10,403
Total contractual obligations 2,532,615 263,081 156,668 245,931 244,169 199,624 1,423,142

Purchase obligations relate to the following:

» Deferred purchase obligations with respect to jmasly closed acquisitions in the amount of
approximately $23.6 million payable generally or tharlier of the maturity date or the property
achieving certain operating results as definethénréspective purchase and sale agreements.

* Purchase obligations with respect to previouslgetbacquisitions up to the amount of approximately
$2.8 million payment which is contingent upon thepgerty achieving certain operating results as
defined in the respective purchase and sale agreeme

« Commitments with respect to various constructiontiaxts of approximately $16.9 million.

« Commitments with respect to fixed contracts for fheachase of natural gas and electricity of
approximately $11.6 million.

Property operating leases relate to Chartwell’sddainterests in 25 seniors housing communities in
which Chartwell holds a 49% interest and two comitiesithat are 100% owned by Chartwell.

Other operating leases relate to the agreemengseeninto by Chartwell for office space in Ontario,
Quebec, British Columbia, and Florida.

Land leases relates to an obligation assumed byt@élhin respect of the three leases which expire
between 2044 and 2061 with annual payments of appately $0.3 million

50



Other Contracts

In accordance with contracts between ChartwellMatior, Chartwell is committed to the following:

() For a period of 10 years, expiring February 5, 2@Eyment to Melior of a referral and due diligence
fee of 2.5% of the purchase amount of propertiepiaed by Chartwell in the Province of Quebec
provided such acquisitions are introduced, preseataeferred by Melior. In addition, 2.0% of the
purchase price of all acquisitions by Chartwellpobperties in Canada, excluding the Province of
Quebec, which are introduced, presented or refdryddelior.

(i) Reimbursement of legal fees incurred by Meliorafation to mezzanine financings in excess of the
lesser of $50,000 and 3% of total budgeted devedmprosts for the related project.

CSH-INGRE’s properties in the U.S. are managed BEH The property management agreements are
for a term of 20 years and call for payment of ngemaent fees between 4% and 5% of gross revenues
plus incentive fees based on achieving certain atjpgy targets. Chartwell owns an effective 74.5%
interest in HBC.

Chartwell's 100% owned properties in the U.S. aemaged by HBCIl. The management agreements are
for a term of 30 years and call for payment of ngmmaent fees between 5.0% and 5.5% of gross
revenues plus an incentive fee based on achiewertgic specified operating targets.

Guarantees

Chartwell provides a guarantee of the debt of aperty that it sold to Spectrum in 2005 for whith
receives an annual guarantee fee. The obligatitstanding on December 31, 2008 was $18.0 million.
The maximum amount of the guarantee is $22.9 milli@pectrum has indemnified Chartwell in respect
of this guarantee.

Transactions with Related Parties

In the normal course of operations, Chartwell enteto transactions with various related partid$e
following is a summary of significant related pattgnsactions for the year and three months ended
December 31, 2008:

Spectrum

Under the terms of the Development Agreement wighcBum, a company in which Chartwell’s senior
management owned a controlling interest as at Matgt2008 (including Stephen Suske, CEO and Vice
Chairman, Brent Binions, President, Richard Noor@hief Operating Officer, Peter Gaskill, former
Senior Vice President, Development, Evan Millercé/iPresident, Development, Robert Ezer, former
President and Co-CEO, and Leslie Veiner, formeiddarfice President, Real Estate), Chartwell proside
mezzanine financing for Spectrum’s development gutgj and provides development and operations
management services for a fee. Effective Aprd08, with the departure from Chartwell of RobereE
and Leslie Veiner, Chartwell's senior managemerionger holds a controlling interest in Spectrum.

During Q4 2008 and 200&hartwell recorded contractual mezzanine loan ésteof approximately %5
million and $5.5 million respectively from Spectrum

During Q4 2008 and 2008, Chartwell earned developmaperations management and other fees of
approximately $1.0 million and $3.8 million respeety from Spectrum.
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As of December 31, 2008, mezzanine loans receiaie Spectrum amounted to approximately $50.8
million. These loans bear interest at rates betwii®6 and 14% and are secured by second charges or
pledges of Spectrum’s interests in 34 seniors Ingudevelopment properties and Spectrum’s corporate
guarantee.

Other assets as of December 31, 2008, include =ppaitely $10.0 million due from Spectrum for
management fees, mezzanine loan interest and rcexats paid by Chartwell on behalf of Spectrum.
Subsequent to December 31, 2008, approximatelyridli®n of this balance was collected. In additio
approximately $7.5 million of this balance was Iseftton Chartwell’s acquisition of Spectrum'’s intdre

in four seniors housing communities as describethen"Subsequent Events” section of this MD&A. A
portion of the remaining outstanding accounts netge balance is past due. All past due amourds be
interest at 15% and Chartwell is working with Spest to collect past due amounts. These past due
amounts are secured by a general security agreeagainst Spectrum’s interest in one property isdea

up.

At December 31, 2008, Spectrum was in breach ¢dicecovenants under its agreements with Chartwell.
Chartwell has not delivered a default notice andusrently working with Spectrum to have these
breaches corrected.

Subsequent to December 31, 2008, Chartwell agreed limited waiver of its option to purchase
additional seniors housing properties from Spectiruorder to facilitate potential sales of suchpendies
by Spectrum to third parties. Chartwell is entitte five percent of the purchase price, net aideation
costs, of any such properties that are sold td tharties pursuant to Chartwell’s limited waiver.

Chartwell completed an evaluation of the securibdarlying each mezzanine loan as well as the
evaluation of Spectrum’'s corporate guarantee bagmsh Spectrum’s financial information as at
December 31, 2008. As described in the “Criticacdunting Estimates” section of this MD&A, the
process of determining fair values is subjective @guires management to exercise a significanuaino
of judgment in making valuation assumptions inalgdievenue and expense projections, capitalization
and discount rates. In developing our valuatiosuagptions we held extensive consultations with
valuation and other professionals. Based on oaduation, we believe that under current market
conditions Spectrum has sufficient equity valueallow it to satisfy its obligations to Chartwell due
course?

In Q1 2008, Chartwell acquired one seniors housm@munity from Spectrum, Melior and Spectrum
Joint Venture partners for a total purchase pofcapproximately $29.5 million. The purchase pricas
settled by a discharge of mezzanine loans reca&vabhpproximately $5.#nillion, and approximately
$23.3 million of cash and $0.3 million of accruedjaisition costs.

In Q1 2008, Chartwell sold 0.1 of an acre of lam&pectrum, Melior and their joint venture partfugra
total purchase price $0.05 million.

Melior and Other Spectrum Joint Venture Partners

As of December 31, 2008, Chartwell had mezzanim@doreceivable of approximatelp &2 million
from six of Spectrum’s joint venture partners (urihg approximately 44.1 million advanced to entities
controlled by Melior) (the “Borrowers”). These lmbear interest at rates between 10% and 14%rand a
secured by second fixed charges or pledges of dheBers’ interests in 24 development projects.

“This paragraph contains forward-looking informatioRlease see the “Forward-Looking Information a@Ridks and Uncertainties” section in
this MD&A.
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At December 31, 2008, accounts receivable from ddelmounted to $0.8 million.
At December 31, 2008, accounts payable to Melicowarted to $0.1 million.

As described more fully in the “Significant Eventséction of this MD&A, Chartwell recorded a
provision for impairment of mezzanine loans of $®ulion before future tax recoveries.

During Q4 2008 and 2008, Chartwell recorded cotticilcmezzanine loan interest from Melior of
approximately $0.4 million and $4.0 million respeely.

In addition, during Q4 2008 and 2008, Chartwelldpiielior project management fees of $0.1 million
and $1.8 million respectively. During 2008, Chatweimbursed Melior for costs of $0.2 million.

Subsequent to the acquisition on October 27, 2008eatior's 50% interest in seven co-owned propeartie
and one joint venture property management entignsiactions with Residence Melior Inc. and its
affiliates do not meet the definition of a relajgatty and therefore, subsequent to October 27, 20808
no longer reported as related party transactions.

Other

Included in accounts receivable at December 318 20®0.1 million due from an officer of Chartwell
related to the previous sale of a property to thesil

Subsequent Events

Subsequent to December 31, 2008, Chartwell acq@psttrum’s interest in four properties in British
Columbia and Ontario. These acquisitions closeBebruary and March 2009. The purchase price for
these assets amounted to $50.1 million and wakeddty assumption of debt and working capital
deficiency of $36.4 million, set off by mezzanirmahs of $5.7 million, set off by amounts due from
Spectrum of approximately $7.5 million, with thenaning $0.5 paid in cash to Spectrum.

Under the terms of an agreement between ChartwdllSpectrum, Chartwell provided Spectrum with a
limited waiver of its option to acquire certain E#a housing communities from Spectrum to faciitdie
potential sale of such assets to other third garti€hartwell will be entitled to a waiver fee ajto 5%

of the purchase price, net of transaction costangfsuch property that is sold to third parties.

Subsequent to the year end Chartwell breachedtaircdinancial covenant under the terms of the loan
agreement for one of its Canadian properties. A3egember 31, 2008, the amount of the loan wasr$12.
million bearing interest at 5.2% and maturing orriAfp, 2017. The loan payments are current. The
lender granted Chartwell a waiver of this financiatenant until January 1, 2010.
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Changes to Significant Accounting Policies

Chartwell prepares its financial statements in @aradollars in accordance with Canadian Generally
Accepted Accounting Principles (GAAP). Chartwelignificant accounting policies are summarized in
Note 1 to its annual consolidated Financial Statéme

Management monitors the Canadian Institute of @nadt Accountants’ (“CICA”) recently issued
accounting pronouncements to assess the appligadild impact, if any, of these pronouncements on
Chartwell's consolidated financial statements aoi nlisclosures.

Changes Adopted in 2008:

On January 1, 2008, Chartwell adopted the new resamdations of the following CICA Handbook
Sections: Section 3862, “Financial Instruments scldisures” and Handbook Section 3863, “Financial
Instruments — Presentation”.

CICA Handbook Section 3862 requires disclosure #ables users of the financial statements to
evaluate the significance of Chartwell’'s finandiadtruments and the nature and extent of risksnaris
from those financial instruments. CICA Handbook tiec 3863 carries forward the presentation
requirements of CICA Handbook Section 3861. The mi#selosure provided pursuant to these new
Handbook Sections is included in Notes 14 and 20efinancial Statements. The new guidance did not
have a material effect on Chartwell’s financialifios or earnings.

Effective January 1, 2008, CICA’s new accountingndiard, Section 1535, Capital Disclosures, was
implemented. The new standard requires disclosfirqualitative and quantitative information that
enables users of financial statements to evaludiart®@ell’'s objectives, policies and processes for
managing capital. The new guidance did not havefeatt on Chartwell’s financial position or earnsng
Disclosures required by this new section are prexvith Note 24 of the Financial Statements.

Changes Anticipated in Future Periods:

Management is considering the future accountingachmf the new CICA Handbook Section 3064,
“Goodwill and Intangible Assets” and Emerging Iss@mmittee (“EIC”) 173, “Credit Risk and the Fair
Value of Financial Assets and Financial LiabilitieThe CICA Handbook Section 3064 will be effeetiv
retroactively on January 1, 2009. The new sectieimforces the principle-based approach to the
recognition of assets only in accordance with tldinition of an asset and the criteria for asset
recognition. Whereas, EIC-173 should be appli¢gbspectively without restatement of prior periads

all financial assets and liabilities measured atvalue for periods ending on or after January Z)9.
This section considers the credit risk of both énéity and the counter party when determining tie f
value of financial assets and liabilities, inclesf derivative instruments.

Management is also monitoring the impact of theofeing on Chartwell’s financial reporting:

Ontario Long-Term Care Licensing:

- The new legislation governing long-term care comities in Ontario, which, among other things,
contemplates the granting of licenses for fixednterof up to 25 years has not yet been fully
proclaimed into effect. If it is proclaimed intofedt in the current form, the Trust may be requieed
start amortizing the value of its long term cacetises over the respective license term.

International Financial Reporting Standards:

« Canada's Accounting Standards Board recently omefit its strategic plan that will result in
Canadian GAAP, as used by publicly accountable rprises, being fully converged with
International Financial Reporting Standards (“IFR®% issued by the International Accounting
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Standards Board (“IFRS-IASB”) over a transitionakipd to be completed by 2011. Chartwell will
be required to report using the converged standeffistive for interim and annual financial
statements relating to fiscal years beginning ter lnan on or after January 1, 2011.

« Canadian GAAP will be fully converged with IFRS-IBShrough a combination of two methods:
first, as current joint-convergence projects of theited States’ Financial Accounting Standards
Board and the International Accounting Standardar8are agreed upon, they will be adopted by
Canada’s Accounting Standards Board and may bednted in Canada before the publicly
accountable enterprises’ transition date to IFRSBAand secondly, standards not subject to a joint-
convergence project will be exposed in an omnibasmer for introduction at the time of the publicly
accountable enterprises’ transition date to IFRSBA The IASB currently has projects underway
that are expected to result in new pronounceméatscbntinue to evolve.

« Implementing IFRS will have an impact on accountiingancial reporting and supporting IT systems
and processes. It may also have an impact on te@atactual commitments involving GAAP based
clauses (including debt covenants), employee cosgiEm plans and performance metrics.
Accordingly, Chartwell’'s implementation plan wilidlude measures to provide extensive training to
key finance personnel, to review relevant contractd agreements and to increase the level of
awareness and knowledge amongst Management, tiid,Bloa Audit Committee and Investors.

The following provides a summary of Chartwell’'s IERnplementation plan and status:

Initial Assessment Phase:

This phase includes the identification of signifitdifferences between existing Canadian GAAP and
IFRS-IASB at a high level as relevant to Chartwé@hsed upon the current state of IFRS-IASB, this
phase identified a modest number of topics that puesgibly impact Chartwell’s financial results awrd/
the necessary effort to make the transition to HRSB. Targeted training and communication actesti
leveraging both internal and external resourcespacurring during this phase. Chartwell is cuityen
finalizing its initial assessment phase, with atgg in this phase planned for substantial conmuhelby
Q1 2009.

Detailed Assessment Phase:

Building upon the assessment performed in thealnitssessment Phase, this phase will include:

- identification, evaluation and selection of accaugppolicies necessary for Chartwell to change over
to IFRS-IASB;

- identification of the business impacts resultirapirthe identified accounting differences. Business
impacts to be considered in Chartwell's ProjechRlee: business units, control processes,
information technology, stakeholders, regulatorytera and others as identified during this phase;

« assessment of IFRS 1 elections. This aspect girthect plan will follow the detailed assessment o
the financial statement items and will be revisipediodically throughout the project;

« an initial training analysis and information sysgempact analysis are also components of this phase
and are currently in the draft stage.

The detailed assessment phase will progress fror20Q2 through to Q2 2010.

Design Phase:

The Design Phase will integrate the solutions ftbenDetailed Assessment Phase into our underlying
financial system and processes that are neceswang fo change over to IFRS-IASB. In addition, we
will have designed business process changes amdbged detailed training programs. The Design
Phase is expected to be completed by Q2 2010.

55



Testing & Implementation Phase:

During 2010, we will be testing our IFRS-IASB syst® processes, financial statements, notes, palicie
internal controls and internal reporting throughitg period in preparation of our conversion ddte o
January 1, 2011.

Status of Convergence Plan:
Currently, impact assessment and training acts/aiee underway and progressing according to plan.

Critical Accounting Estimates

Under Canadian GAAP, it is necessary to make estgnahen preparing the financial statements and
then to re-evaluate the original estimates useanoongoing basis. Management’s estimates are loaised
past experience and other factors that it beliaveseasonable under the circumstances. As tidvies
varying degrees of judgment and uncertainty, thewants currently reported in the financial stateraent
could, in the future, prove to be inaccurate.

Valuation of properties

Properties make up approximately 81.1% of our as€@h an annual basis, and when indicators of
impairment exist, we evaluate whether the net aagramount of properties is recoverable from future
undiscounted cash flows. Factors which could @igicthat an impairment exists include significant
underperformance relative to historical or projdad@erating results, significant changes in themeawor
use of the assets, significant negative industrgammomic trends, or a change in the strategy for o
overall business. In some cases, these eventdesme bhowever, in many cases, a clearly identifiabl
event indicating possible impairment does not aclnstead, a series of individually insignificanveats
may occur over a period of time leading to an iatlan that an asset may be impaired. As a resudnte
occurring in these situations may not be knownl andiate subsequent to their occurrence.

Our businesses, markets and business environmentcantinually monitored, and judgments and
assessments are made to determine whether antesotcurred that indicates possible impairment. If
such an event has occurred, an estimate is matthe dfiture undiscounted cash flows from the adbet.
the total of the undiscounted future cash flows;leding financing charges, is less than the cagyin
amount of the asset, an asset impairment chamgedgnized in the financial statements. The amofint
the impairment recognized is calculated by subitrgahe fair value of the asset from the carryiaue

of the asset. Fair value is the amount at whiclitem could be bought or sold in a current transacti
between willing parties, and is best estimateddlgutating the net present value of future expecteh
flows related to the asset. Both the identificatimnevents that may trigger an impairment and the
estimates of future cash flows and the fair valu#he asset require considerable judgment.

The assessment of asset impairment requires maeagéommake significant assumptions about future
revenues including assumptions about rates andpaocies, labour and other supply rates, and utility
costs over the life of the property which can betwgO years. Actual results can, and often ddedif
from these estimates, and can have either a pgsitinegative impact on the estimate and whether an
impairment situation exists. In addition, when innpeent tests are performed, the estimated usefes li

of the properties are reassessed, with any chaiugeiated for prospectively.

Useful life of properties

Properties are depreciated over their estimateflllusess. Estimated useful lives were determineddd
on current facts and past experience, and takeconsideration the anticipated physical life of #sset
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and current and forecasted demand. Major compomnémoperties are depreciated over their own usefu
lives. A component is a tangible asset that casdparately identified as an asset, and is expdoted
provide a benefit of greater than one year. Thesrased are reviewed on an ongoing basis to etisye
continue to be appropriate, and are also reviewetbhjunction with impairment testing, as discussed
previously.

Valuation of mezzanine loans receivable

We evaluate our mezzanine loans receivable forimmggt. Impairment is recognized when the carrying
value of mezzanine loans receivable may not bevered due to the inability of the underlying assets
performance to support a fair value that would exdceur net investment in these assets (with
consideration given to third party guarantees dadges of security). In making this determinationg
estimates of future cash flow and the effects dieotfactors could vary and result in a significantl
different assessment of impairment. Mezzaninedaammprise approximately 4.1% of our total assets.

Variable Interest Entities

In the normal course of business, we may enter amtangements like acquisition of the interest in
retirement and long-term care properties, advaniazzanine loans, providing guarantees for loads a
mortgages that need to be examined to determin¢hethehey are variable interest entities (“VIE”) as
defined under Canadian GAAP. Management needseti@ier significant judgment to determine if VIEs
exist and if so, whether or not the VIE is requitede consolidated in Chartwell’s financial stagens.
This process involves understanding the arrangesneietermining whether the entity is considered a
VIE under the accounting rules and determiningiotarests in any VIEs identified. We use a varigty
complex estimation processes involving both quiliéaand quantitative factors that involve the osa
number of assumptions about the business enviranimavhich the entity operates to determine whether
such entity is a VIE, to analyze and calculatexgected losses and its expected residual retadhalao

to assess financial conditions. These processedvamestimating the future cash flows and perforoean
of the entity, assessing the entity’s financial diban, analyzing the variability in cash flows and
allocating losses and returns among the identii@dies holding interests in the VIE. Our interests
then compared to those of the other parties totiigethe party that is the primary beneficiary, and
therefore the entity that should consolidate thE.Vhere is a significant amount of judgment esdi

in interpreting the provisions of the accountingdgimce due to their complexity and applying them to
specific situations and fact patterns.

Different estimates, with respect to key variahlesd for calculations, or changes to estimatescthat
result in Chartwell being required to consolidat®&/I&, could potentially have a material impact on
Chartwell's ability to comply with certain loan ocewants relating to financial position or results of
operations.

Guarantees

We continually review our contingent liabilitieslagng to guarantees we have provided on behalf of
third parties. Our guarantees remain in placecéotain debts assumed by purchasers in connectton w
property dispositions, and will remain until suchbts are extinguished or lenders agree to release
Chartwell's covenants. Recourse would be availebles under these guarantees in the event ofaaltlef

by the borrowers, in which case we would have arckgainst the underlying real estate investments.
Chartwell would record a provision for a liabilityhen the carrying values of the related real estate
investments are not recovered either as a resuheoinability of the underlying assets’ performario
meet the contractual debt service terms of thenlyidg debt and/or the fair value of the collatesabets

are insufficient to cover the obligations and enbtances in a sale between unrelated parties in the
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normal course of business. Our estimates of futash flow (which amongst others, involve assumjtion
of estimated occupancy, rental rates and residadley and fair value could vary and result in a
significantly different assessment of such contimidiability.

Income taxes

In accordance with GAAP, we use the asset anditialmethod of accounting for future income taxes
and provide for future income taxes for all sigrafit temporary differences.

Preparation of the financial statements requiresstimate of income taxes in the jurisdictions imck

we operate. The process involves an estimate ohciwal current tax exposure and an assessment of
temporary differences resulting from differing tr@ant of items, such as depreciation and amortzati

for tax and accounting purposes along with the etguereversal pattern of these temporary difference
These differences result in future tax assets @tdlities which are included in our balance sheet,
calculated based on the estimated tax rate intedtabe time these differences reverse.

Judgment is required to assess tax interpretati@uylations and legislation, which are continually
changing to ensure liabilities are complete andrnsure assets net of valuation allowances arezabédi.
The impact of different interpretations and applaas could potentially be material.

An assessment must also be made to determinekgéighdiod that the Trust's future tax assets will be
recovered from future taxable income. To the extbat recovery is considered less rather than more
likely, a valuation allowance must be provided.dglment is required in determining the provision for
income taxes, future income tax assets and liisiland any related valuation allowance. To therexd
valuation allowance is created or revised, curpemitod earnings would be affected.

Fair value

Fair value is the amount at which an item couldbbeght or sold in a current transaction between
independent, knowledgeable willing parties (thabtber than in a forced or liquidation sale) inaam’s
length transaction under no compulsion to act. €diaharket prices in active markets are the best
evidence of fair value and are used as the basfaifovalue measurement, when available. Whenagliot
market prices are not available, estimates of ¥alue are based on the best information available,
including prices for similar items and the resolt®ther valuation techniques. Valuation techngjused
would be consistent with the objective of measufaigvalue.

The techniques used to estimate future cash flos/ary from one situation to another depending on
the circumstances surrounding the asset or lighiliquestion. We assess fair value based on dstiina
discounted cash flow projections and available miaikformation. Cash flow estimates incorporate
assumptions that marketplace participants wouldmuseeir estimates (including the historical opigrg
results and anticipated trends, local markets aoti@mic conditions) and our own assumptions giving
consideration to: (i) the potential use for theefissther than that intended, by other market gipgits;

(i) our ability to accept levels of risk for a kidity and manage it internally, rather than tramshg that
liability to another enterprise; (iii) our posse&ssiof certain capabilities not possessed by otl{efspur
possession of information or processes that alleviourealize (or avoid paying) cash flows that efiff
from other market participants; and (v) our abitibyrealize economies of scale not necessarilyiahlai

to other market participants. As a result, in datring fair value we select amongst several aatgpt
valuation techniques and make assumptions. Constigueur determination of fair value could vary
under differing circumstances and result in sigaifitly different calculations of fair value.
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Our financial statements are affected by fair vahmasures, the most significant areas affectechgre
follows:

» Upon acquisition of properties we estimate the ¥alue of acquired tangible assets (land, building
and furniture, fixtures and equipment) and ideatife intangible assets and liabilities (above and
below-market leases representing the value of iffierehtial between contractual and market rents,
in-place leases, customer relationships, and lesnsnd the value of the differential between dtate
and market interest rates on long term liabilisesumed at acquisition.

* Included in revenue is the adjustment for the défifidial between contractual and market rents on our
resident leases in place at the acquisition ofpoojperties.

* In addition, fair value forms the basis for allongt consideration to each unit of accounting for
revenues from contracts with multiple deliverablest meet the criteria for separate unit of
accounting revenue recognition.

» As discussed in valuation of properties above,mapairment loss is recognized when the carrying
amount of an asset is not recoverable. The impairtoss is determined as the excess of carrying
value over fair value.

* Impairment testing of goodwill is required at leasnually and requires comparing the fair value of
the reporting unit to its carrying value and if ryang value is higher than fair value, potentially
recognizing an impairment loss on goodwill.

* Intangible assets with indefinite lives are alsquieed to be assessed at a minimum annually,
comparing fair value to carrying value to determifiean impairment loss is required to be
recognized.

» In assessing our potential exposure relating tal tharty guarantees we evaluate the fair valubef t
borrower’s interests in the underlying real estat@stments compared to the liability for which we
have provided a guarantee.

e On January 1, 2007, we adopted the new accountmgiard Section 3855, Financial Instruments —
Recognition and Measurement. This section estasigiandards for recognizing and measuring
financial assets, financial liabilities and nonaintial derivatives. All financial instruments are
required to be measured at fair value on initiadogmition, except for certain related party
transactions. Measurement in subsequent periodshmagt fair value depending on whether the
financial instrument has been classified as hetdriding, available-for-sale, held-to-maturityafs
and receivables, or other liabilities.

» We disclose in our financial statements the falo@af our mortgages and debentures payable, which
amounts are based upon discounted future cash fisimg discount rates that reflect current market
conditions for instruments with similar terms araks.

Revenue
Property Revenue

Revenue is recognized when services are providedsidents. In Canada, the provinces regulate fees
charged to residents of long term care homes aadimmial or regional programs fund a substantial
portion of these fees. We receive reimbursementa these funding authorities for services rendéoed
residents covered by these programs. Preparatitredinancial statements requires an estimatinef
amounts recoverable and earned from the variougirignauthorities in the jurisdictions in which we
operate. Judgment is required to assess amoumgerable under the various funding agreements, and
related regulations and legislation, which are icamtlly changing. The impact of different interfagdns

and applications of these agreements could chawgaues.
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Fee Revenue

Development fee revenue is recognized using theepéage of completion method. Judgment is required
to assess the stage of work completed based oavaufiproject milestones and timelines. Changes to
the timeline for the underlying development projemtild result in changes in the revenue recorded.

Mezzanine loan placement fees are recognized ioniecover the expected term of the loan on an
effective yield basis. The term of the loan isreated based on the expected underlying projedlitira
and consequently, changes in the progress of tegbrcould change revenue.

Controls and Procedures

Chartwell is committed to maintaining effective aasure control procedures and internal controksr ov
financial reporting (“internal controls”). Over thmast two years, we made significant investments in
improvements to our information systems and finalngiocesses. We expect to continue these efiorts t
further strengthen our internal controls in 2008.control system, no matter how well conceived and
operated, can provide only reasonable, and notutes@assurance that its objectives are met. Fesalt

of the inherent limitations in all control systems, evaluation of controls can provide absoluteii@sse
that all control issues, including instances ofiftaif any, have been detected. These inhereitations
include, amongst other items: (i) that managemexg&imptions and judgments could ultimately prove t
be incorrect under varying conditions and circums#s; or (i) the impact of isolated errors.
Additionally, controls may be circumvented by theauthorized acts of individuals, by the collusidn o
two or more people or by management override. désign of any system of controls is also based, in
part, upon certain assumptions about the likelihobtuture events, and there can be no assuramte th
any design will succeed in achieving its statedsggoader all potential conditions.

Evaluation of Disclosure Controls and Procedures

The Chief Executive Officer and the Chief Financtdficer of the Trust have evaluated, or caused an
evaluation under their direct supervision, of thesign and operating effectiveness of the Trust's
disclosure controls and procedures (as definedatioNal Instrument 52-109, Certification of Disalos

in Issuers’ Annual and Interim Filings) as at Debem31, 2008. Based on this evaluation, we have
concluded that Chartwell maintains appropriate rimfation systems, procedures and controls to ensure
information used internally and disclosed extegnelicomplete, reliable and timely.

Evaluation of and Changes in Internal Controls over Financial Reporting

The Chief Executive Officer and the Chief Finan€Mficer have also evaluated, or caused an evaluati
under their direct supervision, of the design apdrating effectiveness of the Trust's internal st
over financial reporting (as defined in Nationadthmment 52-109, Certification of Disclosure inuess’
Annual and Interim Filings) during the year and énaoted material change in internal controls during
2008 as described below. A material weakness tordarol deficiency, or combination of control
deficiencies, that result in a more than remotelillood that a material misstatement of the anoual
interim financial statements will not be preventedietected.
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Changes in Internal Controls - Deficiencies with ce  rtain information technology (“IT”) controls at
our management company in Quebec

Based on our evaluation of the internal controlsutQuebec management company, we continue to note
a lack of segregation of duties within certain lefprmation technology positions; insufficient asse
and password controls around our key applicatiodssarvers; and change management processes.

To address these control deficiencies, we undertbaecondary review of all financial information
generated by this entity on a monthly basis, an®@in 2007, we migrated some of the information
technology functions from the management compargutchead office. As discussed in the “Significant
Events” section of this MD&A, on October 27, 2008¢ acquired full control over our Quebec
management company and as part of the integratéom we will implement our information technology
change management policies and procedures and pnilNide proper segregation of information
technology responsibilities.

In addition, we have continued to maintain our cengating controls that were implemented previously
to mitigate the risk of an error. Specifically, &twell performs additional analyses and other post
closing procedures to ensure our consolidated ¢iahistatements are prepared accurately, completely
and that the data disclosed therein is in accoelavith generally accepted accounting principles. On
October 27, 2008, we acquired the remaining 50%rést in the Quebec management company and
implemented the following improvements in interoantrols:

« strengthened overall control environment

» improved entity level controls, and

- increased senior financial and operational ovetsigh

We believe that these additional controls combimeth the previously implemented compensating
controls, sufficiently compensate for the weakriessformation technology controls.

Forward-Looking Information and Risks and Uncertainties

Forward-Looking Information

This MD&A contains forward-looking information thagflects the current expectations of management
about the future results, performance, achievememtspects or opportunities for Chartwell and the
seniors housing industry. These statements géneral be identified by use of forward-looking werd
such as “may”, “will”, “expect”, “estimate”, “antipate”, “believe”, “project”, “should” or “continueor

the negative thereof or other similar variatiof®rward-looking statements are based upon a nuofber
assumptions and are subject to a number of knowruaknown risks and uncertainties, many of which
are beyond Chartwell’'s control, and that could eaarstual results to differ materially from thosatthre

disclosed in or implied by such forward-lookingtstaents.

Examples of such forward-looking information inghilocument include but are not limited to the
following, each of which is subject to significamtks and uncertainties and is based on a number of
assumptions which may prove to be incorrect:

« information related to the stabilization of senibising communities in lease-up, which is subfect
the risk and uncertainty that local factors affegtioccupancy levels or resident fees may result in
certain communities not achieving stabilizatiortreg times expected and is based on the assumptions
that the local markets in which such communitieslacated remain stable and our operations in such
communities are consistent with historical perfanoey
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« information related to the expected completion datecommunities under construction, which is
subject to the risk and uncertainty that, due tather conditions, availability of labour and other
factors, construction may be delayed, and is sultgethe assumption that there is not a significant
change to the typical construction timelines for cammunities;

* possible benefits from the implementation of newchasing programs, which is subject to the risk and
uncertainty that economic conditions result in é#aged costs of goods that offset any benefits &nam
purchasing power and is subject to the assumphti@inie can negotiate favourable terms with our
vendors in the future;

» growth or lack thereof of G&A expenses, which idjsat to the risk and uncertainty that economic
conditions result in increased costs of goods andees and management expense and is subjed to th
assumption that our need for corporate overheas doesubstantially decrease or increase; and

 our expectations regarding cash distributions asth ¢dlow from operating activities, which are subje
to the risk and uncertainty that our operating @enaince does not meet our expectations due to
occupancy levels dropping, labour and operatingsaasreasing or due to other general business.risk

While we anticipate that subsequent events andig@wvents may cause our views to change, we do not
have an intention to update this forward lookinfpimation, except as required by applicable seesrit
laws. This forward-looking information representisr wiews as of the date of this MD&A and such
information should not be relied upon as represgntiur views as of any date subsequent to theadate
this document. We have attempted to identify ingour factors that could cause actual results,
performance or achievements to vary from thoseeotirexpectations or estimated expressed or implied
by the forward-looking information. However, thenay be other factors that cause results, perfatman
or achievements not to be as expected or estinaatédhat could cause actual results, performance or
achievements to differ materially from current estpéions. There can be no assurance that forward-
looking information will prove to be accurate, as actual results and future events could differ
materially from those expected or estimated in such statements. Accordingly, readers should not
place undue reliance on forward-looking information. These factors are not intended to represent a
complete list of the factors that could affect USee “Risks and Uncertainties” below and risk festo
highlighted in materials filed with the securitiesgulatory authorities in Canada from time to time,
including but not limited to our most recent anninébrmation form.

Risks and Uncertainties

(@) Business Risks : Chartwell is subject to general business rigkd ® risks inherent in the
seniors housing industry and in the ownership af peoperty. These risks include fluctuations
in occupancy levels, the inability to achieve ecuivally viable residency fees (including
anticipated increases in such fees), rent conaggllations, increases in labour costs and other
operating costs, possible future changes in latelations, competition from or the oversupply of
other similar properties, changes in neighbourhaotbcation conditions and general economic
conditions, health-related risks, disease outbraakicontrol risks, the imposition of increased
taxes or new taxes, capital expenditures requirésnehanges in interest rates and changes in the
availability and cost of money for long-term finémg which may render refinancing of
mortgages difficult or unattractive. Moreover, riiés no assurance that the occupancy levels
achieved to date and expected in the future witlticoe or be achieved. Any one of, or a
combination of, these factors may adversely atfeeicash available to Chartwell.
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(b) Taxation : Chartwell currently qualifies as a mutual fund trder Canadian income tax
purposes. For a description of the recent tax|dpwaents relating to SIFT Rules, please refer to
the “2008 Outlook and Significant Events — TaxatiRelated Matters” section of this MD&A.

With the enactment of the SIFT Rules and the isseiaf equity capital in excess of the normal
growth guidelines established by the Departmerioénce (“Finance”), Chartwell is subject to
SIFT tax effective January 1, 2007.

Under the SIFT Rules, distributions paid by a S#sTreturns of capital will not be subject to the
tax. Such distributions are not currently taxabléJnitholders but serve to reduce the adjusted
cost base of a Unitholder’s units. In 2008, 10R&lbartwell’s distributions were characterized
as return of capital (2007, 97.7%). Managemeriebes it is likely that a high return of capital
component would continue in the reasonably forddedature and that any impact of the SIFT
Rules on Unitholders will be significantly mitigatelue to the large proportion of distributions
which are expected to be a return of capital.

(© Geographic Concentration : Chartwell’s business and operations are conduatéhe United
States and Canada, and within Canada in Ontario Quebec. At December 31, 2008, a
geographic concentration of our suites as a pesigenf total suites was: U.S. — 34%; Canada —
66%; by province as a percentage of total suitéfelbmvs: Ontario — 33%; Quebec — 23%; and
other Canadian provinces — 10%. The market vaitleese properties and the income generated
from them could be negatively affected by changedotal, regional or national economic
conditions or legislative/regulatory changes inrbgpective jurisdictions.

(d) Maintenance of Productive Capacity : Chartwell is committed to keep its communitiesai
good state of repair. We fundamentally believe thatnvesting back into our communities we
increase resident and staff satisfaction whichmaltely results in better profitability of the
business. We estimate that based on the averagenagest position and state of repairs of our
existing portfolio, the annual capital maintenaneguirements are approximately 2% of annual
gross property revenuédn addition to recurring capital maintenance petge we invest in
revenue enhancement and internal growth prograre. amount of these investments varies
from time to time based on the volume of specifigjgcts in progress. We take into account the
capital maintenance requirements of our communitiesur determination of future cash flows
available for distributions to Unitholders. A sifjoant increase in capital maintenance
requirements of our communities could adverselyaichgash available to Chartwell. The details
of our actual capital asset spending for 2008 &@¥ Zan be found in the “Capital Expenditures”
section of this MD&A.

(e) Acquisition and Development : Chartwell's external growth prospects dependcpant on
identifying suitable acquisition and developmentpayunities, pursuing such opportunities,
consummating acquisitions, and effectively opetatime seniors housing communities acquired
by the Trust. Chartwell has significantly redudsdfocus on external growth over the past year.
If Chartwell is unable to manage its growth anédnate its acquisitions effectively, its business,
operating results and financial condition coulcadeersely affected.

() Competition: Numerous other owners, managers and developerseniors housing
communities compete with Chartwell in seeking restd. The existence of competing owners,
managers and developers and competition for Chliidwesidents could have an adverse effect

DThis paragraph contains forward-looking informatioRlease see the “Forward-Looking Information a@Ridks and Uncertainties” section in
this MD&A
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on the Trust's ability to find residents for itsngms housing communities and on the rents
charged, and could adversely affect Chartwell'serexes and, consequently, cash available to
Chartwell. The supply of long-term care suiteth@ regions in which Chartwell owns retirement

communities may have an impact on the demand fvengent community suites.

Government Regulation : Healthcare in Canada is subject to extensiveilagign and
regulatory changes. As a result, there can bessarance that future regulatory changes in
healthcare, particularly those changes affectimgsniors housing industry, will not adversely
affect Chartwell. In addition, new regulatory stards and requirements are being considered in
a number of provinces which may affect all typeseaitiors housing communities.

Currently, the long-term care beds in Ontario gverated pursuant to the Nursing Homes Act,
the Charitable Institutions Act or Homes for theeBlgand Rest Homes Act. On October 3, 2006,
the Government of Ontario introduced Bill140, nomown as the Long-Term Care Homes Act,
2007 (“LTC Act 2007") which will consolidate therde pieces of legislation currently governing
the LTC Communities. Aspects of the LTC Act 200%ieh could affect Chartwell's LTC
Communities include: new licensing procedures thase more rigorous standards for license
review, the granting of licenses for fixed-terms op to 25 years, depending on bed
classifications; the granting of replacement liemndo be based on a home’s structural
classification that will be issued for a maximum2a¥ years; more onerous duties imposed on
licensees; defined expectations and requirementsefpservices to be provided in communities,
including the requirement that a registered nues®m-site 24 hours a day, seven days a week;
requirements for the qualification, training andeatation of community staff, volunteers and
persons who provide direct services to residemd;umannounced annual inspections of homes.
In addition, there will be a notice given three ngebefore the end of the term of a license as to
whether a new license will be issued. The LTC 2@@7 received third reading on June 4, 2007.

The LTC Act 2007 can not be fully proclaimed intorde until regulations are drafted. It is
anticipated that the regulations will be completedhe fall of 2009 at which time the LTC Act
2007 could be fully in force.

Personnel Costs : Chartwell competes with other healthcare praddeith respect to
attracting and retaining qualified personnel. @hmall is also dependent upon the available
labour pool of employees. A shortage of trainedttrer personnel may require the Trust to
enhance its wage and benefits packages in ordeortipete. No assurance can be given that
labour costs will not increase, or that if theyidorease, they can be matched by corresponding
increases in rental or management revenue.

Labour Relations : Chartwell, directly and indirectly, employs aupgrvises approximately
over 15,000 persons, of whom approximately 40%rapeesented by labour unions. Labour
relations with the unions are governed by collectdargaining agreements with many different
unions. There can be no assurance that Chartviélhet at any time, whether in connection
with the renegotiation process or otherwise, exgnee strikes, labour stoppages or any other type
of conflict with unions or employees which couldvbaa material adverse effect on Chartwell’s
business, operating results and financial conditidviost seniors housing communities in the
Province of Ontario are governed by the Hospitabdia Disputes Arbitration Act which
prohibits strikes and lockouts in the seniors hogissector and therefore collective bargaining
disputes are more likely to be resolved throughmasory third-party arbitration.

In jurisdictions where strikes and lockouts maypkemitted, certain essential services regulations
apply which ensure the continuation of resident @ard most services.
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There can be no assurance that the seniors hocmnigunities owned by Chartwell that are not
currently unionized will not in the future be sutijéo unionization efforts or that any such efforts
will not result in the unionization of such senitikgusing communities’ employees.

Debt Financing : Chartwell has and will continue to have subséhmutstanding consolidated
indebtedness comprised primarily of mortgages om metirement and long-term care
communities.

During 2008, lenders’ credit spreads have increasikdtantially from the levels experienced in
the past. However, the continuing decline in Gowegnt of Canada’s bond yields made “all-in”
debt costs lower than previously.

Lenders may have suffered losses related to tleeidimg and other financial relationships,
especially because of the general weakening of eb@nomy and the increased financial
instability of many borrowers. As a result, lerslanay further tighten their lending standards,
which could make it more difficult for Chartwell tabtain financing on favourable terms, or at
all.

Chartwell may not be able to renegotiate the tesmenewal of its debt at favourable rates. To
the extent that any financing requiring CMHC corisen approval is not obtained, or such
consent or approval is only available on unfavolerédrms, the Trust may be required to finance
a conventional mortgage which may be less favoarabl the Trust than a CMHC-insured
mortgage. In addition, the terms of the Trust's eipiédness generally contain customary
provisions that, upon an event of default, resuthie acceleration of repayment of amounts owed
and that restrict the distributions that may be enbyl the Trust and its subsidiaries. Therefore,
upon an event of default under such indebtedndsart@ell’'s ability to make distributions will
be adversely affected.

A portion of Chartwell’'s cash flow is devoted tageing its debt, and there can be no assurance
that the Trust will continue to generate sufficieash flow from operations to meet required

interest and principal payments. If Chartwell wanable to meet interest or principal payments,

it could be required to seek renegotiation of spajiments or obtain additional equity, debt or

other financing. Chartwell is also subject to tis& that any of its existing indebtedness may not
be able to be refinanced upon maturity or that tdrens of such refinancing may not be as

favourable as the terms of its existing indebtednes

Mezzanine Financing : The mezzanine financing that has been providedCbhartwell to
Spectrum pursuant to the Development Agreemenijdbor, and to Spectrum’s joint venture
partners, is generally secured by second chargegleniges of the borrowers’ interests in
development projects and ranks behind construdti@amcing. Consequently, if mezzanine loan
borrowers face financial difficulty and are notalb meet their commitments to their lenders,
including Chartwell, the Trust could suffer a lasfsmanagement fees and of either interest or
principal or both on the mezzanine loans it hasaaded since lenders under the construction
financing will rank ahead of Chartwell in any reeoy from the assets of mezzanine loan
borrowers. Further, Chartwell may not, at the majple time, have the financial capacity to
acquire all communities that it is entitled to aicgudrom mezzanine loan borrowers. In the event
that Chartwell does not exercise its purchase npttee Trust would expect to have the principal
and any unpaid interest relating to its mezzanimanting returned to it at which time Chartwell
would cease to receive mezzanine loan interestniegcoand/or may cease to receive its
management fees when mezzanine loan borrowertheegtiroperty to a third-party. There is no
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guarantee that the level of development carriedbgnmezzanine loan borrowers will be
maintained at current levels. Mezzanine loan bwers’ level of development activity may be
constrained by their capital resources.

U.S./Canadian Exchange Rate Fluctuations : Chartwell has interests in seniors housing
communities located in the United States. Chafttw#l therefore be subject to foreign currency
fluctuations which may, from time to time, haveianpact upon its financial position and results.
Chartwell may enter into hedging arrangements tigaie a portion of this risk; however, there
can be no assurance that such hedging agreemfeauty, iwould be sufficient to protect against
currency rate losses that could adversely affesit eaailable to Chartwell.

Environmental Liabilities : Under various environmental laws and regulati@izartwell, as
either owner or manager, could become liable ferabsts of removal or remediation of certain
hazardous, toxic or regulated substances released m its properties or disposed of at other
locations sometimes regardless of whether or r@fTtlust knew of or was responsible for their
presence. The failure to remove, remediate orraibe address such substances, if any, may
adversely affect an owner’s ability to sell sucbparties or to borrow using such properties as
collateral and could potentially result in claimgamst the owner by private plaintiffs.
Notwithstanding the above, management of Chartigelhot aware of any material non-
compliance, liability or other claim in connectiaith any of our owned properties and properties
in respect of which mezzanine financing has beaviged, nor is management aware of any
environmental condition with respect to any of fheperties that it believes would involve
material expenditure by the Trust.

Environmental laws and regulation may change andrt@fell may become subject to more
stringent environmental laws and regulations in filmere. Compliance with more stringent
environmental laws and regulations could have a&natadverse effect on Chartwell’s business,
financial condition or results of operation anduiitions.

Liability and Insurance : The businesses, which are carried on, direatlyndirectly, by
Chartwell, entail an inherent risk of liability. d@tagement expects that from time to time
Chartwell may be subject to such lawsuits as altre$uhe nature of its businesses. The Trust
maintains business and property insurance policieamounts and with such coverage and
deductibles as deemed appropriate, based on theenand risks of the businesses, historical
experience and industry standards. There can lasswrance, however, that claims in excess of
the insurance coverage or claims not covered byntheance coverage will not arise or that the
liability coverage will continue to be available aoceptable terms.

Joint Venture Interests : Chartwell has entered into joint venture arrangets in respect of
certain of its seniors housing operations. Theg& jenture arrangements have the benefit of
sharing the risks associated with ownership andagament of such seniors housing facilities
including those risks described above. Howevemrtell relies, in part, on its joint venture
partners to successfully manage and operate cestdta seniors housing operations, including
those owned by certain of the joint ventures. Swudlance may include, but is not limited to:
personnel; local, regional and/or industry expertesnd licensing; historical performance;
technical resources and information systems; fiigstrength and access to capital; economies
of scale; and operations management. Thereforertvzdlh may be exposed to adverse
developments, including a possible change in chninothe business and affairs of its joint
venture partners which could have a significantdotn, or termination of, Chartwell’s interests
in its joint ventures and could affect the valuetld joint ventures to Chartwell and/or cause
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Chartwell to incur additional costs if it were tolaly undertake the operations of the joint

venture. In addition, there are risks which ariserf the joint venture arrangements themselves,
including: the risk that the other joint ventureaynexercise buy-sell, put or other sale or
purchase rights which could obligate Chartwelld@t) &s interest or buy the other joint venturer’s

interest at a price which may not be favourableCtartwell or at a time which may not be

advantageous to Chartwell, the effect of which dobk materially adverse to Chartwell's

financial position or resources.

Variable Interest Entities:  In June 2003, CICA issued Accounting Guideling"#cG-15"),
Consolidation of Variable Interest Entities (“VIE")AcG-15 provides guidance for applying
consolidation principles to certain entities thaé aubject to control on a basis other than
ownership of voting interest. AcG-15 defines aiafale interest entity as an entity that either
does not have sufficient equity at risk to finantse activities without subordinated financial
support or where the holders of the equity at lask the characteristics of a controlling financial
interest. AcG-15 requires the primary beneficiaryonsolidate VIEs and considers an entity to
be the primary beneficiary of a VIE if it holds iarle interests that expose it to a majority of the
VIE's expected losses or entitle it to receive gamty of the VIE's expected residual returns or
both.

Chartwell continuously evaluates the impact of At&sen the accounting for its relationships
with and interests in various entities. As desamtiin the “Critical Accounting Estimates” section
of this MD&A, in order to complete its evaluatiomder AcG-15, management is required,
among other things, to make estimates of expeots®$s and/or residual returns, the probabilities
of any such losses and/or residual returns relatrigpectrum, Melior, joint ventures, mezzanine
financings and other relationships, and the impaEcthanging economic conditions. These
estimates are based on historical and availableeharformation. Imprecision in these estimates
can affect the assessment of expected losses aadidual returns.

At December 31, 2008, Chartwell holds, directlyimdirectly, variable interests in 19 variable
interest entities. Although these entities weentdied as VIEs, it was determined that Chartwell
is not the primary beneficiary and, therefore, éheétEs are not subject to consolidation.

If based on Chartwell's evaluation of its relatibips with Spectrum, Melior, or other entities and
the surrounding circumstances at any particulage ti@hartwell determines that Spectrum, Melior
and/or other entities are subject to consolidatiader the AcG-15, there would be a material
adverse effect on Chartwell's results of operati@msl financial position as presented in
Chartwell’'s financial statements.
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