Annual Report 2020

Leveraging Our Strengths

WPT REIT 2020 ANNUAL REPORT

4

Diversified national portfolio
of modern distribution
and logistics assets in key
logistics nodes.
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On the Cover
Bayonne, New Jersey, USA – Located
alongside the Husdon River in the Gateway
Region, this property is a highly desirable
infill asset, developed by a WPT joint venture
partnership. The Manhattan skyline can be
seen in the background.
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At-a-Glance
WPT is a real estate investment trust that develops,
redevelops, acquires and manages institutionalquality distribution and logistics properties in top
tier industrial markets throughout the United States.

Financial Highlights
2020 Highlights
(US$ 000, except per unit amounts, ratios, percentages)

98.2%

1

Occupancy

$2.4b

Fair value of
investment properties

Year ended December 31,
2020

109

2

Properties

2.1%

3

Same properties
NOI growth

$

168,322

$

115,129

Management fee revenue

$

3,099

$

3,587

NOI

$

121,179

$

84,238

Net income and comprehensive income

$

218,639

$

98,946

AFFO 3

$

59,295

$

39,506

$

0.705

$

0.654

$

14.08

$

13.31

3

AFFO per Unit (diluted) 3
Book value per Unit

3

Weighted average effective interest rate
Debt-to-assets

3

Interest coverage ratio 3

37.2 mm
4

Fixed charge coverage ratio
Debt to Adjusted EBITDA

sf of GLA

Phoenix Lake
Streamwood, Illinois, USA

2019

Investment properties revenue

3

3

5

2.9%

3.8%

47.0%

41.7%

3.2x

3.1x

2.9x

2.7x

9.3x

8.2x

1.	E xcludes properties owned by the equity-accounted joint ventures and other assets under management.
2.	Includes all assets under management.
3.	NOI, same properties NOI growth, AFFO, AFFO per Unit (diluted), Book value per Unit, debt-to-assets,
interest coverage ratio, fixed charge coverage ratio and debt to Adjusted EBITDA (“Adjusted EBITDA”
is defined as earnings before fair value adjustments to investment properties, interest (inclusive of
finance costs), taxes, depreciation and amortization) are key measures of operating results and financial
performance used by real estate operating companies, however, they are not defined by International Financial
Reporting Standards (“IFRS”), do not have standard meanings and may not be comparable with other industries
or issuers. This data should be read in conjunction with the “Non-IFRS Measures” section of the REIT’s MD&A.
4.	Includes 856 sf of investment properties GLA in equity accounted for joint ventures and other assets under
management in addition to 4,400 sf under development.
5.	Includes mortgages payable, the credit facility, derivative instruments, mark-to-market adjustments and
financing costs.
All dollar amounts are stated in U.S. funds
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Letter to Unitholders
Fellow Unitholders,
2020 was a year unlike any other in our company’s
history. In March of last year, we were cautiously

year, we increased our unsecured credit facilities to over
$1 billion and diversified our lending base by adding six
new U.S. lenders to our Canadian lender syndicate.

watching as the virus and succeeding pandemic quickly

We also added a Canadian Dollar listing, providing our

spread across the globe. As we now know, the global

investors with additional optionality and flexibility, and

pandemic accelerated and brought to the forefront

were successfully added to several TSX indexes.

many challenges our society faces, highlighting concerns
within our public and private institutions, social unrest

Before we closed out the year, we published our first

and inequality, and mental health to name a few.

annual ESG Report, documenting our progress and

Despite the many unforeseen hurdles experienced

strategic plan in late 2020, and in 2021 are preparing to

globally in 2020, the pandemic provided a remarkable

create and adopt goals, targets and KPIs. Integrating an

opportunity for WPT to showcase the depth and

ESG lens into our daily business practices will enable us

experience of our team, and the strength of our portfolio.

to better spot risk and opportunity, and in turn, produce

Throughout the year rent collections exceeded 99%, and

plans for the future. We began implementing our ESG

enhanced results for all our stakeholders.

in the midst of the pandemic, we closed on a $730 million

Fundamentals within our space remain very favorable

U.S. logistics portfolio, one of the largest industrial

with increased e-commerce penetration, rising

transactions in our space during 2020. This transaction

inventories as companies revaluate their supply chains,

increased our portfolio GLA by approximately 40%, boosted

and measured new asset supply. Despite the wave

our tenant credit profile, increased our exposure to key

of recent interest in our sector, the market remains

distribution markets such as Georgia, Texas, North Carolina

fragmented with few experienced operators relative to

and New Jersey, and significantly increased our scale.

other asset classes, giving WPT a continued strategic

The transaction also underscored our ability to source

advantage over new competitors.

off-market investment opportunities at attractive pricing.

Proudly looking back on our 2020 milestones, I am thankful

Our proprietary private capital platform significantly

for the hard work and dedication of our talented team.

ramped up with the addition of a new global institutional

Looking ahead, with the support of strengthening sector

partner, allowing us to expand and accelerate our

fundamentals, expanded private capital resources, and

development pipeline, generating increased future

our dedicated and skilled team, 2021 is shaping up to be

acquisition opportunities and increased fee revenue

another active and exciting year. We remain focused on

expectations for 2021 and beyond.

building sustainable, long-lasting value for our Unitholders

Our growth strategy is supported by a flexible balance
sheet and in-place private capital resources, enabling
WPT to quickly capitalize on opportunities. During the

through the delivery of solid operating results, selectively
growing and upgrading our footprint of institutionalquality distribution and logistics assets, and leveraging
our proprietary private capital platform.

On behalf of the entire WPT team, I would like to thank

Despite the many unforeseen
hurdles experienced globally in
2020, the pandemic provided
a remarkable opportunity for
WPT to showcase the depth and
experience of our team, and the
strength of our portfolio.

you for your continued support and investment in our
company. We are extremely optimistic for what we
can achieve in the coming years, and look forward to
reporting back on our progress throughout 2021.
Sincerely,

Scott Frederiksen
Chief Executive Officer and Chair
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Our Strategy
WPT’s strategy is to grow our footprint
of institutional-quality distribution and
logistics assets in top tier industrial
markets, and expand and leverage our
proprietary private capital platform to
enhance Unitholder returns.

Key Priorities
Page

Our strategy is supported by a flexible balance sheet
and in-place private capital resources, enabling
WPT to quickly capitalize on opportunities. We are
strengthening our company through ESG business

1

Superior Asset Quality

5

2

Strong Operating Performance

6

3

Rigorous Investment Criteria

7

4

Proprietary Private
Capital Platform

8

5

Prudent Balance Sheet 
Management

9

6

Integrated ESG

integration, allowing us to better spot risk and
opportunity. Our company is guided by our seasoned
management team and governed by our experienced
Board of Trustees.

Creating sustainable,
long-lasting value for
our Unitholders.

Bayonne, New Jersey, USA
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KEY PRIORITIES

Superior Asset Quality
WPT’s portfolio is comprised of
institutional-quality distribution and
logistics properties in top tier industrial
markets throughout the United States.
Our modern assets include desirable characteristics
suited to the needs of sophisticated tenants. Higher
ceiling heights, optimal column spacing, and ample

5
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2020 Statistics

31 ft

319,486 sf

15 yrs

175,542 sf

Average ceiling height

Average asset age

Average building size

Average tenant size

parking for both trucks and employee vehicles, are
essential features for efficient business operations.

Our well-located, large,
modern facilities are
an integral part of our
tenants’ supply chains.

Wilfred Lane North
Rogers, Minnesota, USA

KEY PRIORITIES
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Strong Operating Performance
Given the proven resilience of our
portfolio throughout the global
pandemic, and the rapidly accelerating
fundamentals in the U.S. industrial
market, we remain very optimistic about
the long-term success and outlook for
our business.

2020 Statistics

WPT drives internal growth through contractual
rental increases, renewing leases at market rates,
and maintaining high occupancy levels. The nature
of our triple-net lease structure allows rental
growth to drop to the bottom line.
Throughout 2020, rent collections were consistently
above 99%, along with increasing tenant demand
for new space. This operational durability clearly
signals the strength and desirability of WPT’s
institutional-quality portfolio.

We drive growth
through proactive
and responsive
asset management.

98.2%

2.1%

2,200,253

532,509

8.5%

16.5%

Occupancy

sf of renewals signed

Weighted average cash
re‑leasing spread on
renewals signed

Same properties
NOI growth

sf of new leases signed

Straight-line rent
re‑leasing spread on
renewals signed

Rapidly Accelerating Fundamentals

1

Increased E-Commerce
Penetration
Accelerated consumer
adoption of e-commerce
sales as consumer habits
shift in response to
COVID-19.

2

3

4

New supply levels are in
balance with increased
demand levels.

Very few experienced
industrial operators relative
to other asset classes.

Inventory levels are
expanding in response
to disruptions caused by
COVID-19.

Measured Supply

Fragmented Market

Rising Inventory Levels

Cameron Blvd
Portland, Oregon, USA

KEY PRIORITIES
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Rigorous Investment Criteria
Our growth is driven by disciplined, long-term capital
allocation in strategic U.S. industrial markets.

Our Investment Criteria
1. Basis
Asset basis relative to current replacement costs
and competitive future speculative development

2. Location
Target distribution markets with proximity
to major population centers, significant
transportation infrastructure, access to costeffective labor, and favorable long-term rent
growth prospects

3. Rents Relative to Market
Acquisition of assets with in-place rents that
compare favorably to market rents, driving longterm NOI growth

4. Building Functionality
Analyze submarket and tenant-specific demand
drivers, determining desired building attributes

CASE STUDY

In March of 2020, WPT purchased a
$730mm portfolio of 26 high-quality,
income-producing properties,
totaling 9mm sf of GLA and 85 acres
of excess land.
Highlights:
■ Improves WPT’s ability to navigate through economic
uncertainty and market volatility, further diversifying
the portfolio and creating a stronger tenant roster
■ L arge off-market transaction demonstrates
management’s ability to source large portfolios at
attractive pricing
■ C
 reates significant scale by increasing total portfolio
GLA by nearly 40%
■ Increases exposure to key distribution markets
■ Improves tenant credit profile

Our disciplined investment
process and expansive
private capital resources
enable WPT to source and
expand a strategic portfolio
with built in growth.

7
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Proprietary Private Capital Platform
Through joint venture partnerships with
global institutional investors, WPT has
implemented and expanded a valuable
private capital investment strategy that
diversifies risk and enhances long-term
value for Unitholders.

	Partnering with leading global institutional investors
	JV 1 development diversifies balance sheet risk

How We Create Value

	High-margin fee revenue offsets forgone NOI
throughout the development period, and boosts
cash flow
	Upon stabilization, Unitholders benefit from value

WPT sources development
site and presents to joint
venture partners

generated through the yield spread (yield-on-cost

investment pipeline

JV acquires development
site with WPT co-investing

	Diversifies capital resources and reduces reliance
on public markets for capital
1.	Joint venture

WPT generates
management, development
and operating fee revenue

Opportunity for additional
incentive fee revenue
upon asset stabilization

The Development Pipeline
12 projects totaling 444 acres of land in
top tier markets.
SF
Net rentable area

6,256,729

Preconstruction

2,073,000

Construction
Lease-up

3,470,231
713,498

Highlights:

■ Highly desirable infill asset leased to two high-calibre
tenants with a weighted average remaining lease
term of 8.5 years and 3% annual rental increases

	Allows WPT to generate a substantially larger
and well-laddered development and value-add

Bayonne, New Jersey Development
and Recapitalization

■ Developed by WPT in 2018 at a 10% ownership interest

vs stabilized cap rates)

Enhances returns through
development and third-party
fee revenue.

CASE STUDY

Upon asset stabilization,
WPT has right of first offer to
buy out JV partner interests
through off‑market pricing

■ WPT purchased remaining 90% from JV partners in
early 2021

8

KEY PRIORITIES
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Prudent Balance Sheet Management
Our growth strategy is supported by
a flexible balance sheet and in-place
private capital resources, enabling WPT
to quickly capitalize on opportunities
as they arise.

Key Metrics

47.0%

3.4 yrs

9.3x

2.9%

Debt-to-assets

With development activity ramping up through both our
proprietary private capital platform and on balance
sheet, we remain focused on capital recycling initiatives
to further strengthen our balance sheet and create
additional flexibility to allocate capital to higher-return

Debt to Adjusted
EBITDA

investment opportunities.

Weighted average
term to maturity

Weighted average
effective interest rate

$171.9mm
Total liquidity*

Our balance sheet
metrics are reinforced
by our superior asset
quality, roster of creditworthy tenants, and
durable cash flows.

East Northfield Drive
Brownsburg, Indiana, USA

Sarival Development
Glendale, Arizona, USA

*$158.9 million available on the unsecured credit facility + $13 million
in cash on hand

KEY PRIORITIES
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Integrated ESG – Environmental
We are strengthening our company through further
ESG business integration, allowing us to better spot
risk and opportunity.
To ensure we successfully deliver long-term value, our sustainability and
ESG strategy is rooted in the following Principles:

2020 Statistics

Environmental
We are committed to advancing sustainability practices in the construction
and operation of our buildings to minimize our environmental impact.
Through implementing best practices, we aim to reduce our carbon footprint,
while enhancing asset value, and create safer and healthier environments
for building occupants and local communities.

through understanding, managing, tracking, and reducing
local communities.
	Relationships – To build on a legacy of integrity and
collaboration by integrating ESG into our relationships
with tenants, partners, and vendors.
	Results – To drive valuable results through embedding ESG
into our day-to-day business operations and tracking and
reporting ESG performance.

In 2020, we reviewed our business processes, identifying gaps and
opportunities to incorporate additional ESG best practices into our strategy
and operations.
After establishing an ESG Leadership Team in early 2021, we formalized and
published our policies and procedures where we proudly commit to integrating
ESG into our operational, investment, and development strategies.

53%

44.8%

88%

67.1%

40.2%

LED lighting on new
developments since 2018

of portfolio utilizes
water-efficient irrigation

	Responsibility – To be responsible corporate citizens
our environmental footprint while positively impacting our

100%

Rider Street
Perris, California, USA

of portfolio includes
native plant species

87.6%

of construction waste diverted
on average from landfill

of portfolio has cool
or reflective roofing

of portfolio has highefficiency lighting

of portfolio is landscapedesigned for water
conservation

KEY PRIORITIES
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Integrated ESG – Social & Governance
Social

Governance

At WPT, we seek to positively impact our stakeholders through

Thoughtful corporate governance and stakeholder engagement

meaningful engagement, collaboration, and charitable activities.

provides the foundation for WPT’s success by building positive and

 	Employee well-being and development – Encourage employee
wellness through promotion of healthy work environments
and lifestyle.

lasting relationships with our investors, partners, tenants, employees,
and communities. We pride ourselves on operating with transparency
and integrity through ethical business practices that all employees are
responsible for upholding.

 	Community engagement – Positively impact our communities
through donations and volunteering with local organizations.
 	Diversity, Equity and Inclusion – Integrating principles of diversity,
equity, and inclusion in our everyday business practices, including
required training where our Board, senior management and
employees gain an understanding of how diversity and inclusion

88%

of Trustees are Independent

38%

of Trustees are Women

support our business practices.

Positively Impacting Our Communities

We strive to create a culture
that values good corporate
citizenship, and attracts and
retains a diverse and talented
group of employees.

Next Steps

1 Establish KPIs to track specific goals.
2	Build awareness within our teams, providing training on the
value of incorporating ESG into business practices.

3	Expand utility data tracking.
4	Engage third-party property managers and tenants to enhance
operational decisions and improve building efficiency.

5

Continue evaluation of renewable energy opportunities.
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Comments from the Chair
WPT’s experienced Board of Trustees is responsible for the stewardship
and oversight of the REIT and its business on behalf of all stakeholders,
ensuring excellent corporate governance, transparency and best practices.

Board of Trustees

The Board actively participates in strategy development, and oversees and
approves key decisions to ensure proactive and independent oversight of
the company’s investment and operational activities.
I am incredibly pleased that Ms. Lori-Ann Beausoleil, a Partner and
National Leader – Compliance, Ethics and Governance at PwC, has joined
our Board in early 2021. With over 36 years of real estate experience,
Lori-Ann is a strong addition to the WPT Board, where she will undoubtedly
provide new insights and meaningful contributions to our company
going forward.
Sincerely,

Scott Frederiksen
Chief Executive Officer
and Chair

Milo Arkema
Independent Trustee

Lori-Ann Beausoleil
Independent Trustee

Louie Dinunzio
Independent Trustee

Sarah Kavanagh
Independent Trustee

Stuart Smith
Independent Trustee

Pamela Spackman
Independent Trustee

Robert Wolf
Lead Independent Trustee

Scott Frederiksen
Chief Executive Officer and Chair

The thoughtful guidance,
expertise, and insight provided
by the Board over the past year
have been instrumental to WPT’s
growth and success.

Learn more about the WPT REIT Team at www.wptreit.com
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WPT Industrial Real Estate Investment Trust
199 Bay Street, Suite 4000
Toronto, Ontario, M5L 1A9
For more information contact:
ir@wptreit.com
www.wptreit.com

