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Report of Foreign Private Issuer

Pursuant to Rule 13a-16 or 15d-16
of the Securities Exchange Act of 1934
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ITEM 2
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Form 51-102F4
AMENDED BUSINESS ACQUISITION REPORT
IDENTITY OF COMPANY
Name and Address of Company

Brookfield Properties Corporation (“BrookfigRtoperties” or the “Company”)
BCE Place, 181 Bay Street

Suite 330, P.O. Box 770

Toronto, Ontario

M5J 2T3

Executive Officer

The following executive officer of Brookfieldperties is knowledgeable about the significaquégition described herein and this
business acquisition repo

Craig J. Laurie
Senior Vice President and Chief Financial Officer
41€-95€-5170

DETAILS OF ACQUISITION
Nature of Business Acquirec

On October 5, 2006, Brookfield Properties, with participation of an investor from Brookfieldoperties Office Partners (as
hereinafter defined), indirectly acquired all oftissued and outstanding shares of Trizec Canad&‘TrCI”) through a wholly
owned subsidiary, 3147013 Nova Scotia Company.abggiisition of all of the issued and outstandinagrsh of TCI was completed
by way of a plan of arrangement (the “Arrangemenifijch was approved at a meeting of the shareh®lofefCl on September 12,
2006 (the “TCI Meeting”)iImmediately upon completion of the Arrangement, ZI¥8 Nova Scotia Company and TCI amalgan
to form BPOP Holdings (Canada) Ir

Also on October 5, 2006, a consortium of ingitinal investors led and managed by Brookfieldprties investing through one or
more direct or indirect investment vehicles (cdilealy, “Brookfield Properties Office Partners” 8POP”) along with its partner,
The Blackstone Group (“Blackstone”), acquired &ltree issued and outstanding shares of Trizec Ptiepelnc. and its subsidiaries
(“TPI") other than those shares of TPI held by TQie shares of TPl were acquired through the mery@&race Acquisition
Corporation with and into TPI (the “Merger”). Gra8equisition Corporation (“Grace”) was wholly owneg TRZ Holdings LLC
which in turn is owned by BPOP and Blackstone. Upompletion of the Merger, TPl was renamed TRZ kiald Il Inc. After the
consummation of the Merger and the Arrangement, Helgings LLC




2.2

2.3

owned approximately 63% of the outstanding shafd9RkZ Holdings Il Inc. and BPOP Holdings (Canati&). indirectly owned
approximately 37% of the remaining outstanding eshaf TRZ Holdings Il Inc

Prior to the completion of the Merger and Agament, TCIl was a Canadian public company and aahfuind corporation under
Canadian tax rules. TCI, now existing as BPOP Hhgjsli(Canada) Inc., is primarily engaged in the k&l estate business through
its approximately 37% interest in TPI (now TRZ Halgs Il Inc.).

Prior to the completion of the Merger, TP was d REeadquartered in Chicago. TPI was one of thgelstrowners and operators
commercial office properties in the United StafieRl’'s primary business is the ownership and managemf office properties. All
of its operations are within the United Sta

At September 30, 2006 TPI had ownership inter@sxcluding the Sold Properties as hereinafténee) in a total portfolio of 48
office properties comprising approximately 26 roilisquare feet of total area. Based on owned éset8 office properties
comprise approximately 24 million square feet. SRiffice properties were primarily concentratednarkets in the United States,
located in the following major metropolitan areAtianta, Georgia; Chicago, lllinois; Dallas, Tex&guston, Texas; Los Angeles,
California; New York, New York; and Washington, D.

In connection with the Merger and Arrangeméoin September 26, 2006 through September 30, 28A6in subsidiaries of TPI
(collectively referred to in this paragraph as “IRintered into 16 agreements relating to the salé afffice properties, one parki
garage and six vacant land parcels (collectivbly,“Sold Properties”), for an aggregate considenatif approximately

U.S.$1.8 billion. Accordingly, the Sold Propertigsre not part of TF s portfolio upon completion of the Merger and Agament

Date of Acquisition
The effective date of the Arrangement and the Menges October 5, 200
Consideration

The shares of TCI were acquired for cash cematébn of U.S.$30.9809 per share for an aggregaisideration of approximately
U.S.$1.86 billion. The shares of TPI (other thamsthheld by TCI) were acquired for cash considemati U.S.$29.0209 per share
for an aggregate consideration of approximately.$282 billion.

BPOP contributed approximately U.S.$1.03 billioriteffunds towards the acquisition of TCI and temainder of the considerati
was debt financed through the loans provided by #relers (as hereinafter defined) as further desdrbelow. In respect of the
acquisition of TPI, BPOP contributt




U.S.$338.5 million and the remainder of thesideration was financed through Blackstone’s eqeatytribution totalling
approximately U.S.$507 million and through the m@novided by the Lenders as further describedwne

Brookfield Propertie’ aggregate contribution to the BPOP was approximaies.$857 million.

In connection with the Merger and the Arrangetnthe parties obtained debt financing from a grofilenders including Merrill
Lynch Mortgage Lending, Inc., Bear Stearns Comna¢idiortgage, Inc., German American Capital CorgorgtMorgan Stanley
Mortgage Capital Inc. and Royal Bank of Canadaléctively, the"Lender”).

The financing comprised of advances by the kenth three separate groups of loans and hasyitirtie, used for purposes
including, without limitation, paying a portion tfe consideration under the agreements relatitigetdlerger and the Arrangeme
certain reserves, refinancing certain existing defying certain carrying costs and paying variotier costs and expenses relating
to the Merger and the Arrangeme

The first group of loans were advanced to werimdirect jointly-owned subsidiaries of BPOP &dckstone to fund, in part, the
acquisition of TRZ Holdings Il Inc. The aggregatepipal amount of these loans is approximately.$234 billion. These loans
are guaranteed by, and are secured by pledges sfdbk and units (as applicable) of, certain wtly wholly-owned and jointly-
owned subsidiaries of BPOP and Blackstone. Brotzkffzoperties has delivered a guaranty in connedtiith these loans, limited
to the monthly debt service payment amounts fory@ae for one of the loans, being that loan inghiacipal amount of

U.S.$354 million.

The second group of loans were advanced towsuindirect wholly-owned subsidiaries of BPOPund, in part, the acquisition of
TCI. The aggregate principal amount of these lasuapproximately U.S.$765 million. These loansguwaranteed by, and are
secured by pledges of the stock and units (asaglpé) of, certain indirectly wholly-owned and jtynowned subsidiaries of BPOP
and Blackstone. Brookfield Properties has delivergdiaranty in connection with these loans, limttethe monthly debt service
payment amounts for one year for one of the loheisg that loan in the principal amount of approiety U.S.$116 million

The third group of loans were advanced to wariather indirect jointly owned subsidiaries of BfP@nd Blackstone which own real
properties. The proceeds of these loans were irspdyt, to repay certain existing indebtednesatirgd to such real properties, to
make payments into reserve funds, and to pay oertarying costs. The aggregate principal amoutii@de loans is U.S.$600
million. These loans have also been secured hygtapiiiority mortgage lien o

3




2.4

2.5

2.6

2.7

ITEM 3

certain office complexes which are wholly or inditg owned or leased by the borrowers under thezed.
Effect on Financial Position

Except as described below, there are no plansomogals for material changes in Brookfield Propsttbusiness affairs or the
affairs of BPOP Holdings (Canada) Inc. (formerlylY@ TRZ Holdings Il Inc. (formerly TPI) which mayave a significant effect
on Brookfield Properti¢ results of operations and financial positi

Changes to Management and the Ba

All of the directors and senior officers of TCI afiBl resigned upon completion of the Merger anchAgement and were replaced
by a new board of directors and senior manageneant.

Prior Valuations

None.

Parties to Transaction

Not applicable

Date of Report

December 8, 200t
FINANCIAL STATEMENTS

See the financial statements contained in Scheltdethis business acquisition report, which foreatfhereof
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BROOKFIELD PROPERTIES CORPORATION

Form 51-102F4
Business Acquisition Report

SUPPLEMENTARY SCHEDULE A — FINANCIAL STATEMENTS

Brookfield Properties Corporation

. Unaudited proforma consolidated balance sheet &sgtember 30, 200

. Unaudited proforma consolidated statement of inctonéhe nine months ended September 30, 2
. Unaudited proforma consolidated statement of inctonéhe year ended December 31, 2(

. Deloitte & Touche LLP compilation report dated Dexdxer 8, 200t

The following documents filed with the securitiesramission or similar authorities in each of theyimoes of Canada are specifically
incorporated by reference.

. Audited consolidated balance sheets as at Deae3db@005 and 2004 and the consolidated stateroéiisome and retained earnings
and cashflow for the years ended December 31, 26652004

. Unaudited consolidated balance sheet as at Sbpte3fl, 2006 and the consolidated statements ofrir@and retained earnings and
cashflow for the nine months ended September 306 206d 2005

. Deloitte & Touche LLP Report of Independent RegisteChartered Accountants dated February 8, 2




Trizec Properties Inc.

. Unaudited consolidated balance sheet as at Sept&@p2006 and the consolidated statements of tpesacomprehensive income «
cash flows for the nine months ended Septembe2(B15 and 200:

The following documents filed with the securitiesramission or similar authorities in each of theyimoes of Canada are specifically
incorporated by reference.

. Audited consolidated balance sheets as at Deae3ih@005 and 2004 and the consolidated staternéoizerations, comprehensive
income (loss), changes in stockholc¢ equity and cash flows for the years ended Dece®be?2005, 2004 and 200

. PricewaterhouseCoopers LLP Report of IndependegisBeed Public Accounting Firm dated March 10, &(

Trizec Canada Inc.

. Unaudited consolidated balance sheet as at Sbpte3f, 2006 and the consolidated statements ofri¢retained earnings and cash
flows for the nine months ended September 30, 20062005

The following documents filed with the securitiesramission or similar authorities in each of theyimoes of Canada are specifically
incorporated by reference.

. Audited consolidated balance sheets as at Deaedihb2005 and 2004 and the consolidated stateroéirisome, retained earnings and
cash flows for the years ended December 31, 2002684.

. PricewaterhouseCoopers LLP Audi Report dated February 10, 20!




Brookfield Properties Corporation

Pro Forma Consolidated Financial Statements
(Unaudited)




Compilation Report on Consolidated Pro Forma Finan@l Statements

To the Directors of Brookfield Properties Corpooati

We have read the accompanying unaudited pro foonaddidated balance sheet of Brookfield Prope@iemoration (the “Corporation'ds a
September 30, 2006 and the unaudited pro formaotidated statements of income for the nine morties £nded and for the year ended
December 31, 2005 and have performed the followiogedures.

1.

Compared the figures in the columns captidBedokfield Properties Corporatiortd the unaudited consolidated financial statemef
the Corporation as at September 30, 2006 and éonithe months then ended, and the audited consadidimancial statements of the
Corporation for the year ended December 31, 2@8fectively, and found them to be in agreen

Compared the figures in the column captiongizec Canada Inc.” to the unaudited consolidatealrftial statements of Trizec Canada
Inc. as at September 30, 2006 and for the nine Imahen ended, and the audited consolidated fiabsigitements of Trizec Canada
for the year ended December 31, 2005, respectigaly found them to be in agreeme

Compared the figures in the column captionkikec Properties, Inc. (U.S. GAAP)” to the unaaditonsolidated financial statements
of Trizec Properties, Inc. as at September 30, 20@b6for the nine months then ended, and the alididesolidated financial statements
of Trizec Properties, Inc. for the year ended Ddoen31, 2005, respectively, and found them to egirement

Made enquiries of certain officials of the Corpaatwho have responsibility for financial and aceting matters abou
(&) the basis for determination of the pro forma adiestts; anc

(b) whether the pro forma consolidated finahsiatements comply as to form in all material sztp with the regulatory requirements
of the various Securities Commissions and simégufatory authorities in Canac




The officials:
(@) described to us the basis for determination oftieeforma adjustments, al

(b) stated that the pro forma consolidatedrfai@ statements comply as to form in all mata®sbpects with regulatory requirements
of the various Securities Commissions and simégufatory authorities in Canac

5. Read the notes to the pro forma consolidatesh€ial statements, and found them to be congistith the basis described to us for
determination of the pro forma adjustmel

6. Recalculated the application of the U.S. todZhan GAAP adjustments to the amounts in the coloaptioned “Trizec Properties, Inc.
(US GAAP)” as at September 30, 2006, and for tine mionths then ended and for the year ended Dee&0pb2005, and found the
amounts in the column caption“Trizec Properties, Inc. (Canadian GA/” to be arithmetically correc

7. Recalculated the application of the pro foadastments to the aggregate of the amounts indhuenns captioned “Brookfield
Properties Corporation”, “Trizec Canada Inc.” afdiZzec Properties, Inc. (Canadian GAAP)” as at 8ejiiter 30, 2006 and for the nine
months then ended and for the year ended Decerdb@085, and found the amounts in the column captddPro Forma Total” to be
arithmetically correct

A pro forma financial statement is based on managemssumptions and adjustments which are inhgreualtjective. The foregoing
procedures are substantially less than either dit @aua review, the objective of which is the eagsion of assurance with respect to
management’s assumptions, the pro forma adjustmemdsthe application of the adjustments to thtohital financial information.
Accordingly, we express no such assurance. Thgding procedures would not necessarily reveal msttesignificance to the pro forma
financial statements, and we therefore make neesgmtation about the sufficiency of the procedtoethe purposes of a reader of such
financial statements.

(signed) Deloitte and Touche LLP
Independent Registered Chartered Accountants

Toronto, Ontario
December 8, 2006




Comments by Independent Registered Chartered Accodants for United States of America readers on
differences between Canadian and United States ofwerica Reporting Standards

The above compilation report, provided solely parguio Canadian requirements, is expressed in danoe with standards of reporting
generally accepted in Canada. To report in configrmith the United States of America standardstanreasonableness of the pro forma
adjustments and their application to the pro foomasolidated financial statements would requirexamination or review which would be

substantially greater in scope than the revievoa®inpilation only that we have conducted. Consetipeunder the United States of Amer
standards, such compilation report would not béuahed.

(signed) Deloitte and Touche LLP

Independent Registered Chartered Accountants

Toronto, Ontario
December 8, 2006




Brookfield Properties Corporation
Pro Forma Consolidated Balance Sheet
As at September 30, 2006
(Unaudited, in US millions)

Assets

Commercial propertie

Development propertie

Receivables and oth

Restricted cash and
deposits

Cash and cash
equivalents

Investment in Trizec
Properties, Inc

Investment in
unconsolidated real
estate joint venture

Liabilities

Commercial property
debt

Accounts payable and
other liabilities

Future income tax
liabilities

Redeemable equity
interests

Capital securitie

Non-controlling interest:

Preferred equity -
subsidiaries

Trizec U.sS.to

Brookfield Properties  Canadiar

Properties Trizec Inc. (U.S. GAAP
Corporatior Canada In¢ GAAP)  Adjustment

(Note 5)

(Note 6) (Note 6) (Note 6)

$7844.( % — $5,217.. $ 449.
171.2
(37.)

1,112.( — 88.4 37.t
1,014.( 13.1 669.¢ 79.€
(171.9)
(1.0)

0.¢

398.( 0.¢ 72.5 21.€
123.C 161.€ 180.C —

— 778.1 — —
— — 146.C  (146.0
$10,491.( $ 954.F $6,373. $ 404.¢
$5924.( % — $3,808.: $ 489.:
831.( 9.2 419.2 (46.9
(0.2)

262.( 13.4 — —
1,137.( — — —
70.C — 63.1 —
341.( — 0.2 (0.2)

Notes

5(a)(i)
5(@)(ii)
5(a)(iii)

5(@)(0)

5(a)(i)
5(a)(ii)
5(@)(iv)
5(a)(v)

5(@)(0)

5(@)(0)

5(@)(0)

5(a)()
5(a)(v)

5(@)(v)

Trizec
Properties
Inc.
(Canadiar  Pro Forme
GAAP)  Adjustment: Notes
(Note 6)
$5,800.0 $ 2,252.0 3
(1,173.9 4(a)
125.¢ 31 3
(20.1) 4(a)
578.1 673.z 3
(127.2) 4(a)
94.2 (6.9 4(a)
180.C (5,600.) 3
3,701.¢ 3
868.C 3, 4(b)(iX)
532.6 3, 4(b)(X)
1.1 3, 4(b)(iii)
(4.4) 4(a)
507.7 3, 4(b)(vii)
—  (778.9) 4(b)(i)
$6,778.! $ 828.f
$4,297.¢ $ 177 3
(1,877.) 4(a)
3,701.¢ 3
2572 3, 4(b)(x)
868.C 3, 4(b)(ix)
(584.5)  4(b)(ii)
372.2 569.2 3
(49.7) 4(a)
— 112.¢ 3
— 507.7 3, 4(b)(vii)
— 65.C 3, 4(b)(vi)
63.1 (63.1)  4(b)(iv)
279.€  4(b)(v)

1.1 3, 4(b)(ii)

Pro Forme
Total

$14,722.!

1,220.¢

2,151.(

486.2

471.5

$19,052..

$12,604.¢

1,732.:

388.(
507.7

1,202.(
349.¢

342.1



Shareholders equity

Preferred equity -
corporate 45.C — — — — 45.C

Common equity 1,881.( 931.7 2,082.¢ (37.%) 5(a)(iii), (iv), (v) 2,045.¢ (2,977.9) 4(b)(viii) 1,881.(
$10,491.( $ 954.01 $6,373.7 $ 404.¢ $6,778.. $ 828.t $19,052..




Brookfield Properties Corporation
Pro Forma Consolidated Statement of Income
For the Year Ended December 31, 2005

(Unaudited, in US millions, except per share amsamd as otherwise noted)

Total revenue

Net operating income
Commercial property
operations

Residential development
operations

Interest and othe

Share of earnings of
Trizec Propertie

Income from
unconsolidated real
estate joint venture

Expenses
Interest

General and
administrative

Non-controlling interests
expense

Depreciation and
amortizatior

Property disposition anc
dilution gains

Foreign exchange gains,
net

Income taxe:

Net income fron
continuing operation

Discontinued operatior

Cumulative effect of

Trizec U.S.to
Brookfield Properties Canadiar
Properties Trizec Inc. (U.S. GAAP
Corporatiol Canada In« GAAP) Adjustment
(Note 5)
(Note 6) (Note 6) (Note 6)

$1549.( $ 284 $ 7401 $ 108.1
(0.4)
(15.0

680.C $ — $ 384¢ $ 56.€
(0.€)

106.( — — —
37.C 6.1 3.1 (0.4)

— 22.Z — —
= = 15.C (15.0)

823.( 28.4 402.7 40.€
330.C 12.4 138.€ 24.C
48.C 11.4 38.7 —
16.C — 1.C (0.9
429.( 4.€ 224.¢ 17.t
163.( — 170.¢ 17.2
(1.4)

0.2

— (6.7) (0.2) —

— (4.2) — —

103.C (9.9 (3.9 —
163.( 25.2 57.€ 1.t
1.C 61.C 152.7 4.3

Notes

5(a)()
5(a)()
5(a) ()

5(a)(i)
5(@)
(vi)

5(a)(i)

5(a)(0)

5()(i)

5(@)(v)

5(a)(i)
5(a)
(iii)
5(a)
(vi)

5(a)
(iii)

Trizec
Properties
Inc. (Canadia Pro Forme
GAAP) Adjustment
(Note 6)
$ 832¢ $ (260.0
103.¢
(22.9)
$ 4406 $ (1349
103.2
2.7 (2.6)
— (22.9)
4437 (56.1)
162.¢ (34.6)
(15.5)
(5.€)
366.2
4.C
(162.9)
38.7
0.1 (0.2)
(49.0)
241.¢ (158.7)
186.¢ (58.2)
151.1
(0.2) 6.7
(3.9 0.2
(40.9)
59.1 (216.9)
157.C (218.0)

Notes

4(a)
4(c)(i)

4(c)(iii)

4(a)

4(c)(ii)

4(a)

4(c)(iii)

4(a)
4(c)(iv)
4(c)(v)
4(c)(vi)
4(c)(vii)
4(c)(viii)

4(c)(ix)
4(c)(x)

4(a)

4(c)(xi)

4(c)(xii)

4(a)
4(c)(xiii)

4(c)(xiv)

Pro
Forma
Total

$2,231."

$1,089.

106.(
43.2

1,238.¢

656.2

98.1

(33.0

517.c

442.F

0.2)

(4.2)
48.7

30.5

1.C



change in accounting
principle —

Net income $ 164.(

Weighted average
shares outstanding
Basic 232.1

Diluted 234.2

Net income per commol

share
Basic $ 0.7¢C
Diluted 0.6¢

$

216.]

$ (434.9

©
©
o
[

©+
©
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Brookfield Properties Corporation
Pro Forma Consolidated Statement of Income

For the Nine Months Ended September 30, 2006
(Unaudited, in US millions, except per share amsamd as otherwise noted)

Total revenue

Net operating income
Commercial property
operations

Residential development
operations
Interest and othe

Share of earnings of
Trizec Propertie

Income from
unconsolidated real
estate joint venture

Expenses
Interest

General and
administrative

Non-controlling interests
expense

Depreciation and
amortizatior

Property disposition anc
dilution gains

Foreign exchange gains,
net

Gain on redemption of
exchangeable
debenture:

Loss on disposition of
marketable securitie

Income taxe:
Net income fron
continuing operation

Trizec U.S.to
Brookfield Properties Canadiar
Properties Trizec Inc. (U.S. GAAP
Corporatiol Canada In« GAAP) Adjustment
(Note 5)
(Note 6) (Note 6) (Note 6)

$1243.( $ 15¢& $ 653¢€ 3 88.1
0.8

(0.4)

(7.E)

$ 533.( $ — $ 342 $ 45
93.C — — —

30.C 14.¢ 5.1 0.8
(0.4)

— 0.¢ — —

— — 7.5 (7.5)

656.( 15.¢ 354.¢ 38.€
278.( 10.5 144 20.t
44.C 13.€ 30.€ —
17.C — 1.2 1.9
317.( (8.9 178.1 19.
147.( — 176.¢ 18.5
(1.2)

— (4.2) — —

— (1.7) — —

— (599.9) — —

— 0.5 — —

86.( 131.¢ 2.C —

84.C 464.¢ (0.5) 2.C

Notes

5(a)()
5(a)()
5(a)(v)

5(2)(0)

5(2)(0)

S()(i)
5(@)(v)

5(@)(0)

5(@)(0)

5(2)(v)

S5()(i)
5(2)

(iii)

Trizec

Properties
Inc. (Canadia Pro Forme
GAAP) Adjustment

(Note 6)
$ 7346 $ (206.6)
63.7
(0.9
387.1 (100.7)
63.2
5.5 (2.7)
— (0.9)
393.c (40.6)
165.2 (64.0)
(17.7)
(3.2)
276.%
3.C
(84.9)

30.€
(0.2) 0.1
(28.6)
197.¢ (121.9)
194.C (49.9
41.¢
— 4.2
2.C (38.5)
15 (79.0

Notes

4(a)
4(c)(i)

4(c)
(iii)

4(a)
4(c)(if)

4(a)

4(c)
(iif)

4(a)
4(c)(iv)
4(c)(v)
4(c)(v)
4(c)
(vii)
4(c)
(viii)

4(c)(ix)
4(c)(x)

4(a)
4(c)(xi)

4(c)
(xii)

4(c)
(xiil)

Pro
Forma
Total

$1,849.¢

$ 883.7

1,024 .

563.2

88.2

1.9

384.¢

332.¢

(1.7)

(599.4)
0.5

181.

471.1



Discontinued operatior
Net income

Weighted average
shares outstanding
Basic

Diluted

Net income per commot
share — basic
Continuing operation
Discontinued

operations

Net income per commot
share — diluted
Continuing operation
Discontinued

operations

30.C

13.C

33.S

0.8

114.(

$ 477k¢

$ 32¢

$

2.8

231.8

233.8

0.3t

0.1:

0.4¢

0.3t

0.1:

0.4¢

5(a)
(iii)

34.1

(47.1)

$

35.€

$ (126.])

4(c)
(xiv)

©
a
o
=
i

$ 2.01

3

0.1z
$ 214




Brookfield Properties Corporation
Notes to the Pro Forma Consolidated Financial Stateents
(Unaudited, all tabular amounts stated in US millp except per share information)

1. Basis of Presentatior

The accompanying unaudited pro forma consaiifinancial statements (the “Statements”) giveafto the transactions described in
Note 2 (the“ Transaction”) as if they had occurred as

- September 30, 2006 for the purposes of the unaligiteforma consolidated balance sheet;

- January 1, 2005 for the purposes of the utedgiro forma consolidated statements of incoméheryear ended December 31,
2005 and for the nine months ended September 3.

The Statements have been prepared by managenmastdrdance with Canadian generally accepted adoguptinciples.
The Statements have been prepared using the foldpiwformation:
(8) Audited consolidated financial statements of Braelkif Properties Corporatiol*BPC") for the year ended December 31, 2C
(b) Audited consolidated financial statements of Tri@amada Inc.“ TCI") for the year ended December 31, 2C
(c) Audited consolidated financial statements of TriBeoperties, Inc.“ TPI') for the year December 31, 20(
(d) Unaudited interim consolidated financial statem@ft8PC as at and for the nine months ended Sege8th 2006
(e) Unaudited interim consolidated financial statem@ff§CI as at and for the nine months ended Septe®®, 2006
()  Unaudited interim consolidated financial statemeffEP| as at and for the nine months ended SepeB® 2006; an
(g) Such other supplementary information as was coreideecessary to reflect the Transactions in thge8tents

The Statements are not necessarily indicafitieeoresults of operations or the financial pasitihat would have resulted had the
Transactions been effected on the dates indicatatie results that may be obtained in the ful
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Notes to the Pro Forma Consolidated Financial Stateents
(Unaudited, all tabular amounts stated in US millp except per share information)

2. The Transactions

On October 5, 2006, Brookfield Properties, with plagticipation of an investor from Brookfield Praopes Office Partners (as hereina
defined), indirectly acquired all of the issued autstanding shares of Trizec Canada Inc. (“TQifptigh a wholly owned subsidiary,
3147013 Nova Scotia Company. The acquisition offalhe issued and outstanding shares of TCI wasgpteted by way of a plan of
arrangement (the “Arrangementthich was approved at a meeting of the shareholaféf€l on September 12, 2006. Immediately L
completion of the Arrangement, 3147013 Nova Sddtenpany and TCI amalgamated to form BPOP Holdidgéda) Inc

Also on October 5, 2006, a consortium of inginal investors led and managed by Brookfieldprtes investing through one or more
direct or indirect investment vehicles (collectiyeiBrookfield Properties Office Partners” or “BPQRIlong with its partner, The
Blackstone Group (“Blackstone”), acquired all of ksued and outstanding shares of Trizec Propghtie. and its subsidiaries (“TPI")
other than those shares of TPI held by TCI. Theeshaf TPl were acquired through the merger of &¢aoquisition Corporation
(“Grace”) with and into TPI (the “Merger”). Graceaw wholly owned by TRZ Holdings LLC which in tusméwned by BPOP and
Blackstone. Upon completion of the Merger, TPl watsamed TRZ Holdings Il Inc. After the consummatidrihe Merger and the
Arrangement, TRZ Holdings LLC owned approximateB#®of the outstanding shares of TRZ Holdings Il. lsxed BPOP Holdings
(Canada) Inc. indirectly owned approximately 37%ha&f remaining outstanding shares of TRZ Holdindsd.

BPOP contributed approximately U.S.$1,033 wmildf its funds towards the acquisition of TCI @ahd remainder of the consideration
was debt financed through loans provided by thardyplenders. In respect of the acquisition of TBROP contributed

U.S.$338.5 million and the remainder of the consitien was financed through Blackstosiequity contribution totalling approximate
U.S.$507 million and through loans provided bydiarty lenders. BF' s aggregate contribution to BPOP is U.S.$857 nill

BPC analyzed the characteristics of the edntgrests in TRZ Holdings LLC and determined thad & variable interest entity as
defined in CICA Accounting Guideline No. 15 “Conislaition of Variable Interest Entities”. BPC is themary beneficiary of TRZ
Holdings LLC as, together with related partiegkisorbs the majority of the variability from TRZ ldimgs LLC. As such, BPC has
consolidated TRZ Holdings LLC, which includes thegerties owned by TRZ Holdings LI's consolidated subsidiarie

BPC determined that Blackstone’s interest emThansactions qualifies as debt under the pravisad CICA Emerging Issues
Committee Abstract 149 “Accounting for RetractabteMandatorily Redeemable Shares” on the basisttieaBlackstone equity has a
put/call feature which allows Blackstone to redeeninterest in TRZ Holdings LLC for direct intetesn certain subsidiaries thereof.
a result, Blackstone’s equity interest in the Tearions is classified as a liability in the Statatseand its share of income in the
resulting operations is included as interest expe
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3. Accounting for the Transactions

The Transactions will be accounted for using thelpase method of accountir

Capitalized transaction cos $ 219.(
Consideration pai 5,381.(
Total purchase consideration (at 10C $5,600.(

Fair value of assets acquir

Commercial propertie 6,878.!
Development propertie 108.¢
Receivables and oth 216.¢
Above-market ir-place lease 35.4
Below-market ground least 36.4
Lease i-place value 384.7
Tenant relationship valt 463.¢
Restricted cash, cash and cash equiva 425.
8,549.¢

Less liabilities assume
Commercial property del 1,853.°
Accounts payable and other liabiliti 180.:
Below-market ir-place lease 718.¢
Above-market ground least 2.C
Future income taxe 126.(
Non-controlling interest: 4.C
Capital securitie 65.C
2,949.¢
Net assets acquire $5,600.(

The Transactions were financed as follo

Cash contributed by BPC (see Note 4(b)(ix) bel $ 868.(
Cash contributed by Blackstone (see Note 4(b)belpw) 507.7
Cash contributed by other investors (see Note ¥ Ibglow) 532.¢
Cash contributed by Class G preferred shareho(deesNote 4(b)(iii) below 1.1
New debt financing put in plac 3,701.¢
Less: excess cash fundi (11.5

$5,600.(

In the preparation of these Statements, the puect@ssideration has been allocated on a prelimibasis to the fair value of the assets
acquired and liabilities assumed based on managé&srimst estimates and taking into account all tlevaet information available at the tii
these Statements were prepared. Management expatthe actual amounts for each of the assetdiamitities will vary from the pro forma
amounts and the variation may be material.
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Notes to the Pro Forma Consolidated Financial Stateents
(Unaudited, all tabular amounts stated in US millp except per share information)

4.  Pro Forma Assumptions and Adjustments

(&) On October 3rd and 4th, 2006, as parteffifansactions, TPI sold certain of its properfidgerefore the balances relating to
these properties have been eliminated to reflectabt that these operations were no longer owh#tedransaction dat

(b) The unaudited pro forma consolidated balance siweat September 30, 2006 incorporates the followihgr adjustment:

0)
(i)
(iii)
(iv)
(V)
(vi)
(Vi)
(viii)
(ix)

)

Investment in TPI has been eliminated on consobdads a result of the Transactio

Commercial property debt has been redune®584.5 to reflect the repayment of TPI's revotyline of credit as part
of the Transaction:

Preferred equity — subsidiaries has beemeased by $1.1 million to reflect the 8% Claspréferred shares issued as
a result of the Transactior

Non-controlling interests of TPI have been eliminatedeflect the effect of the Transactio
Non-controlling interests have been increased by $2F8ll®n to reflect the other investc share of the net asse

Capital securities has been increased@®/Gmillion to reflect the conversion by certaonacontrolling interest
holders of TPI into 12% preferred stock, redeemallthe issuer at any tim

Redeemable equity interests have been recordedléatrBlackston's interest in the Transactior
Shareholde' s equity of TCI and TPI has been eliminated toeafthe effect of the Transactiol

BPC'’s cash contribution was completelyaiirtced by way of debt and as such, commercial piyppebt has been
increased accordingly. The amount financed was $88@lion at the rate of Libor + 150 bps or 6.8286 at
September 30, 2006); a

Part of the other investors’ cash contiibut($257.2 million) was by way of an unsecured 1d8benture and therefore
has been classified as commercial property ¢

(c) The unaudited pro forma consolidated statgmof income for the year ended December 31, 2885or the nine months
ended September 30, 2006, respectively, incorpthatéollowing other adjustment

(i)

(ii)

(iii)
(iv)

v)

Commercial property revenue has been irsgddy $103.8 million for the year ended Decemiie2B805 and by
$63.7 million for the nine months ended Septemife2B06 to reflect the net effect of amortizatidrihee acquired
above and belo-market ir-place leases

Net operating income on commercial property openatihas been increased by $103.2 million for thee gadec

December 31, 2005 and by $63.2 million for the miranths ended September 30, 2006 to reflect theffestt of
amortization of the acquired above and below-mairkgtace leases and to reflect the net effechodréization of
acquired above and bel-market ground lease

Share of earnings of TPI has been eliminated osal@ation as a result of the Transactic

Interest expense has been decreased by $15.5midlidhe year ended December 31, 2005 and by $iflién for the
nine months ended September 30, 2006 to reflecetieyment of certain debt prior to closii

Interest expense has been decreased byr$llicgh for the year ended December 31, 2005 an@#32 million for the
nine months ended September 30, 2006 to refledrtigatization of the fair value increment on debaaesult of th
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5.

(Vi)

(Vi)

(viii)

(ix)
)

(xi)

(xi)

(xiii)

(xiv)

TPI

Transactions

Interest expense has been increased b§.836illion for the year ended December 31, 2005 an$276.3 million for
the nine months ended September 30, 2006 to réfiEscest incurred on total new financing in ortepartially fund
the Transaction:

Interest expense has been increased Wy ddlion for the year ended December 31, 2005kan@3.0 million for the
nine months ended September 30, 2006 to reflestdat on the new capital securiti

Interest expense has been decreased by $16A¢&hnfolr the year ended December 31, 2005 and dy9illion for
the nine months ended September 30, 2006 to r&lackston’s interest in the pro forma net income of T

Non-controlling interests of TPI have been eliminatedeflect the effect of the Transactio

Non-controlling interests of $49.0 million for the yeended December 31, 2005 and $28.8 million fomihe months
ended September 30, 2006 reflect the other inwg’ share of the pro forma net loss of BP(

Depreciation and amortization has beemaased by $151.1 million for the year ended Decer8be2005 and by
$41.8 million for the nine months ended SeptemiBer2B06 to reflect the net effect of amortizatidraoquired tenant
improvements, lease origination costs and tendatisaships, and to reflect amortization of the failue increment on
buildings acquired

Property disposition and dilution gainave been decreased by $6.7 million for the yeae@mkcember 31, 2005 and
by $4.2 million for the nine months ended Septen@@er2006 to eliminate T¢s dilution gains on TF's equity issues

A net income tax recovery of $40.9 million foethear ended December 31, 2005 and $38.5 millioth&onine
months ended September 30, 2006 has been recardeftect the net impact of income taxes on thaiegs of TCI
and TPI under BPC's acquisition structure afteirgj\effect to the Transactions and the pro formjasithents
described above at a statutory tax rate of

Discontinued operations reflected in the constdéid financial statements of TCl and TPI have fedianinated to
reflect the fact that these operations were nodoogvned at the transaction de

The financial statements of TPI are reporteddoordance with United States generally acceptedumting principles (“U.S. GAAP”).
They have been converted to Canadian generallypsed@ccounting principle“Canadian GAA™) for purposes of the Statemer

(@ The unaudited pro forma financial statements inofe the following adjustment

(i)

(ii)

(iii)

Under U.S. GAAP, proportionate consolidatie generally not permitted for joint ventures anel cost, equity or full
consolidation methods of accounting must be folldwas appropriate. Under Canadian GAAP, the aceafrll
jointly controlled incorporated and unincorporajeiht ventures and partnerships are proportionatetysolidatec
according to the ownership intere

Under Canadian GAAP, leasing costs arsgifeed as part of commercial properties, whereaeuU.S. GAAP they
are classified as deferred charges and includegciivables and othe

Under Canadian GAAP, building depreciation, gainsale of properties, net and provision for losseproperties are
affected as a result of lower carrying values ofaie properties compared with U.S. GAAP. Th
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differences resulted from historical adjustiisego the carrying amounts of assets acquired avteosbases, at
acquisition date, differed from the assigned vafoesiccounting purposes. The tax effect of thexseb differences w
added to the carrying value of the associated ptiegeon acquisition for U.S. GAAP purposes. Un@anadian
GAAP, the tax effect of these bases differencesahasged to retained earnings on implementatioamary 1,
2000, of CICA Handbook Section 34“Income Taxe”;

(iv) Under U.S. GAAP, TPI follows StatementFhancial Accounting Standards (“SFAS”) No. 133 ctdunting for
Derivative Instruments and Hedging Activities”. SEA0. 133 establishes accounting and reportinglatals for
derivative instruments, including certain derivatimstruments embedded in other contracts and hgdgtivities. It
requires the recognition of all derivative instrurteeas assets or liabilities at fair value. Changéie fair value of
derivative instruments that are not designatededgés or that do not meet the hedge accountirggierin SFAS
No. 133 are required to be reported through thiest@ant of operations. For derivatives designatduedsging
instruments in qualifying cash flow hedges, theetfe portion of changes in fair value of the datives is recognize
in other comprehensive income (loss) until the dasted transactions occur and the ineffective qustare recognized
in the statement of operations. In addition, TRIsusertain interest rate protection agreementsattaige risks from
fluctuations in variable interest rates, as wellcaBedge anticipated future financing transactidirsder Canadian
GAAP, interest rate cap contracts are accountedddredges and, as a result, the carrying valuiae dinancial
instruments are not adjusted to reflect their aurmearket values, except for any non-hedging postiof the derivative
instruments. Any amount receivable or payablergifiom interest rate cap contracts is recognizeaneadjustment to
interest expense. Premiums paid to arrange inteatesstap contracts are deferred and amortizeudoeist expense o\
the term of the contracts. Under interest rate sagapements, payments or receipts are recognizadj@stments to
interest expenst

(v) These represent other r-material U.S. to Canadian GAAP adjustments;

(vi) Under U.S. GAAP, the cumulative effectagfopting Financial Accounting Standards board pregation No. 47,
“Accounting for Conditional Asset Retirement Obligas — an Interpretation of FASB Statement No."14BIN
No. 47") is recorded as a “Cumulative Effect of a Chaimg@ccounting Principle”. Under Canadian GAAP, E169
was adopted and accounted for this change retvefctivith restatement of prior periods. FIN No.&Yd EIC-159 are
not substantively different with the exception e$tatement of prior perioc

6. Accounting Policies

The accounting policies used in the preparatidihe Statements are in accordance with thosa insthe preparation of the consolidated
financial statements of BPC. Some reclassificatlmnge been made to the published TCI and TPI cimtzet financial statements in
order to conform to the presentation adopted by E
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CONSOLIDATED BALANCE SHEETS

September 3( December 3
(US$ millions) (unaudited Note 200¢€ 200t
Assets
Current assets
Cash and cash equivalel $ 161.€ TSE
Restricted cas 0.2 7.
Other asset 2 13.1 17.€
175.¢ 99.:
Investment in Trizec Properties, Inc. 3 778.1 797.1
Investments and other assets 4 — 401.
Future income taxes — 1125
$ 954.% 1,410.¢
Liabilities
Current liabilities
Accounts payable and accrued liabilit 5 $ 9.2 24.1
Exchangeable debenture 4
Carrying amoun — 844 .4
Deferred amour — 46.5
— 890.¢
Future income taxes 13.4 —
22.€ 915.(
Shareholders Equity 6 931.7 495.¢
$ 954.% 1,410.¢

See accompanying notes to the interim consolidi@tedcial statements.
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CONSOLIDATED STATEMENTS OF INCOME

Three Months Ended Nine Months Ended
September 30 September 30
(US$ millions, except per share amounts) (unaugl Note 200¢ 200& 200¢€ 200t
(Restated Note (Restated Note
Share of earnings of Trizec Properties 3 $ (39 4.€ 0.S 21.7
Expenses and other incom
General and administrative expel (6.0) (4.0 (13.6) (8.7)
Exchangeable debentures interest expenst 4.9 (4.9 (10.£ (11.0
Interest and other incon 4.C 1.3 14.¢ 3.9
Dilution gains 3 0.8 2.2 4.2 5.8
Gain on redemption of exchangeable debent 4 599.c — 599.¢ —
Loss on disposition of marketable securi 4 (0.5 — (0.5 —
Foreign exchange gains (losses), 6 (8.5 7.5 1.7 455
Income before taxes and discontinued operatior 581. 6.8 596.t 16.2
Income and other corporate ta; 7 (132.%) 0.4 (131.9 1.4
Income from continuing operations 448.7 7.2 464.¢ 17.7
Share of earnings from discontinued operations of
Trizec Properties 3 (0.1) 9.7 13.C 22.¢
Net income $ 448.¢ 16.€ 477.€ 40.5
Income per share 8
Basic
Continuing operation $ 7.4¢ 0.12 7.7€ 0.3C
Discontinued operatior $ — 0.1¢ 0.21 0.3¢
Net income $ 7.4¢ 0.2¢ 7.97 0.6¢
Diluted
Continuing operation $ 7.4t 0.12 7.7¢ 0.3C
Discontinued operatior $ — 0.1¢ 0.22 0.3¢
Net income $ 7.4t 0.2¢ 7.95 0.6¢

See accompanying notes to the interim consolidé@tedcial statements.
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CONSOLIDATED STATEMENTS OF RETAINED EARNINGS

For the nine months ended

September 30
(US$ millions) (unaudited 200¢€ 200&
(Restated Note
Retained Earnings, beginning of perioc $ 74cF 36.2
Net income 477.€ 40.5
Dividends (48.0 (36.0
Retained Earnings, end of perioc $504.] 40.7

See accompanying notes to the interim consolidi@tedcial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Three months ended

September 30

Nine Months ended
September 30

(US$ millions) (unaudited Note 200¢ 200% 200¢€ 200&
(Restated Note (Restated Note
Cash flow from (applied tc
Operating Activities
Net income $ 448.¢ 16.¢ 477 .€ 40.5
Adjustments to reconcile net income to total
operating cash flow:
Share of earnings of Trizec Properties (less
dividends) 15.¢ (1.9 23.2 (4.9
Dilution gains (0.9 (2.9) 4.2 (5.9
Gain on redemption of exchangeable debent (599.9) — (599.9 —
Loss on disposition of marketable securi 0.t — 0.t —
Foreign exchange (gains) losses, 8.t (7.5) .7 (4.5)
Future income taxe 132.¢ (1.8 130.€ (4.9
Amortization of deferred financing cos 0.2 0.2 0.€ 0.t
Net change in working capit (10.9) (2.6 (13.0 (0.9
Total operating cash flow (4.3 1.6 14.2 20.C
Financing Activities
Dividends paic (24.0) (12.0) (48.0) (36.0)
Exchangeable debentures redeel 4 (275.7) — (275.)) —
Issue of subordinate voting sha 0.3 — 0.3 —
Total financing cash flow (298.9 (12.0 (322.9) (36.0
Investing Activities
Proceeds on sale of Barrick shares, 4 279.2 — 279.2 —
Proceeds on disposition of marketable secur 56.7 56.7 —
Maturities of marketable securiti 15.2 .2 26.7 26.€
Decrease in other investme! 17.C 1.2 27.1 5.C
Change in restricted ca 7.7 (0.7 7.C 0.2
Total investing cash flow 376.( 8.4 396.7 31.8
Increase (decrease) in cash and cash equivale 72.¢ .7 88.1 15.¢
Cash and cash equivalents, beginning of peric 88.1 73.5 73.5 56.C
Cash and cash equivalents, end of peric $ 161.€ 71.8 161.€ 71.€
See accompanying notes to the interim consolid@tadcial statement:
Supplementary cash flow information
Cash paid during the period ft
Exchangeable debenture inter $ (10.6) (9.9 (29.9) (18.49)
Taxes $ 1.2 0.1 (0.4 (1.6)
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NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMETS
For the nine months ended September 30, 2006 &0 20
(tabular amounts in US$ millions, except per skzmeunts) (unaudited)

Trizec Canada Inc. (“Trizec Canada” or the “Corpior®) is primarily engaged in the U.S. real estatmsiness through its approximately 38%
interest in Trizec Properties, Inc. (“Trizec Prdfes”), a publicly traded U.S. office real estate investharst, or REIT, and one of the larg
owners and managers of commercial property in thieed States. The consolidated financial statemiees been prepared in accordance
with Canadian generally accepted accounting priesif‘Canadian GAAP”). The consolidated financialtements do not include all the
information and disclosure required by Canadian ®4ér annual financial statements. In the opinibmanagement, all adjustments
considered necessary for fair and consistent ptasen of interim financial statements have beatided. The accounting policies and
methods of their application are consistent withsthused in the December 31, 2005 consolidateddialastatements of Trizec Canada. For
further information, see Trizec Canada’s consoéiddinancial statements including the notes theretiuded in the Annual Report for the
year ended December 31, 20

ARRANGEMENT AGREEMENT

On June 5, 2006, Trizec Canada, Trizec PropentidsTaizec Holdings Operating LLC, a Delaware lirditeability company through which
Trizec Properties conducts substantially all obitisiness and owns substantially all of its ag¢kés“Operating Company”), entered into an
Agreement and Plan of Merger and Arrangement Agestifas amended, the “Merger and Arrangement Ageaédwith Grace Holdings
LLC, a newly-formed Delaware limited liability corapy (“Parent”), Grace Acquisition Corporation, awheformed Delaware corporation
and a wholly-owned subsidiary of Parent (“Merger;d162862 Canada Limited, a newly-formed Canad@poration and an affiliate of
Parent (“AcquisitionCo”"), and Grace OP LLC, a nexdidymed Delaware limited liability company (“Merg@perating Company” and
together with Parent, MergerCo, and Acquisitiontbe, “Buyer Parties”). The Buyer Parties are affédsmof Brookfield Properties
Corporation, a publicly traded real estate compgé@Byookfield Properties”).

Pursuant to the Merger and Arrangement Agreeméntosing, Trizec Canada will effect an arrangenmmsuant to which AcquisitionCo (
an affiliate designated by it) will acquire allthle outstanding shares of Trizec Canada (the “Aearent”). In addition, Parent would acquire
all of the outstanding shares of common stock @e€lr Properties (other than the shares of Trizepé&tties owned by Trizec Canada or its
subsidiaries) (a) MergerCo will merge with and ifitizec Properties with Trizec Properties contiguas the surviving corporation (the
“Trizec Merger”); and (b) Merger Operating Compamiil be merged with and into the Operating Compuauityh the Operating Company
continuing as the surviving limited liability compa(the “Operating Company Merger,” and togethahwhe Trizec Merger, the “Mergers”)
(the Arrangement together with the Mergers, theafiBactions”).

Under the terms of the Arrangement, AcquisitionGlb effectively acquire all of the subordinate wugi shares and multiple voting shares of
Trizec Canada for a cash consideration per sha#8@B7 (the “Arrangement Consideration”). The Agament Consideration of $30.97 per
share represents $29.01 attributable to the slo&rEszec Properties indirectly owned by Trizec @da plus an additional $1.96, which
reflects the agreed amount payable on accountipéd Canada’s net assets other than its approxid@#einterest in Trizec Properties.

Concurrently with entering into the Merger and Aigament Agreement, Trizec Canada entered into posupagreement with Parent and
MergerCo pursuant to which Trizec Canada has agreeote all of the shares of common stock of TaiPeoperties that Trizec Canada and
its subsidiaries own in favour of the Merger andafigement Agreement, (including any shares thatleagcquired after the date of the
Merger
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and Arrangement Agreement) subject to the termscanditions thereof (the “Trizec Support Agreeméniti addition, P.M. Capital Inc.
(“PMCI"), the owner of 7,522,283 multiple votingates and 1,972,435 subordinate voting shares péd Canada, entered into a support
agreement with Parent and AcquisitionCo pursuamttizh PMCI has agreed to vote all such sharedu@@itg any shares that may be
acquired by PMCI after the date of the Merger anchidgement Agreement) in favour of the Arrangemsumject to the terms and conditions
thereof (the “PMCI Support Agreement”).

The Transactions are subject to customary closamglitions, including, among other things: (a) thgquisite approval of the Arrangement by
the holders of the outstanding shares of Trizeca@anand (b) the requisite approval and adoptiche@Merger and Arrangement Agreement
by the holders of the outstanding common stockrifeE Properties. The closing of the Transactignsot subject to a financing condition.
Additionally, pending completion of the Arrangemehtizec Canada has agreed to conduct its businegks ordinary course of business
consistent with past practices. Under the Mergdr/Aamangement Agreement, the Corporation has ageedrious covenants regarding the
conduct of its business and other general mafféss boards of directors of Trizec Canada and Trizx@perties have separately approved the
Merger and Arrangement Agreement. On Septembe20d8, the shareholders of Trizec Canada votedpooap the Arrangement
Agreement, as amended, and on September 12, 2@)6éotmmon shareholders of Trizec Properties vategpprove the Merger Agreement,
as amended.

On October 5, 2006, the Corporation completedrisngement whereby 3147013 Nova Scotia Compangffdiate of AcquisitionCo)
acquired all of the outstanding shares of the CQaan (Note 11).

1. 2002 PLAN OF ARRANGEMENT AND SIGNIFICANT ACCOUNT ING POLICIES

Trizec Canada was incorporated on January 29, 8662lid not conduct business operations prior ty 8/&2002. On May 8, 2002,
TrizecHahn Corporation (“TrizecHahn") completedlarPof Arrangement (“the 2002 Arrangement”) undex Business Corporations Act
(Ontario) that resulted in Trizec Properties, whigtmed all of TrizecHahn'’s U.S. assets togetheh wértain non-U.S. assets, becoming a
United States publicly-traded REIT. As a conseqaearfache 2002 Arrangement, TrizecHahn became arectdvholly-owned subsidiary of
Trizec Canada.

Trizec Canada indirectly owns approximately 38%haf shares of Trizec Properties common stock, septéng one share of Trizec
Properties common stock for each outstanding TiZzatada share, and therefore holders of Trizecd2eslaares have an indirect interest in
Trizec Properties. It is intended that Trizec Canadll, until November 2007, pay the same dividged Trizec Canada share as Trizec
Properties pays per share of Trizec Properties aamstock. In addition, as a consequence of the 20#hgement, Trizec Canada owns all
of the Trizec Properties special voting stock andetc Properties Class F convertible stock. TheetriProperties special voting stock enables
the Corporation to control a majority of votes laations of the Trizec Properties board of diregtor

Trizec Canada accounts for its investment in TrReaperties using the equity method of accountseg (Note 3).

The preparation of consolidated financial statesmé@nticcordance with Canadian GAAP requires manageto make estimates and
assumptions that affect the reported amounts eftassd liabilities and the disclosure of contirtigessets and liabilities at the date of the
consolidated financial statements, and the rep@medunts of revenues and expenses during the iregp@etriod. Actual results could be
materially different from those estimates.
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2. OTHER ASSETS

September 3I December 3
200¢ 200¢
Dividends receivable from Trizec Propert $ 12.C 12.7
Other receivables, n 0.t 4.7
Prepaid expenses and other as 0.€ 0.5
$ 13.1 17.¢
3. INVESTMENT IN TRIZEC PROPERTIES, INC.
Investment in Trizec Properties, Inc.

December 31, 20C $ 797.7
Share of earnings of Trizec Propert 13.¢
Dividends from Trizec Properti (37.0)
Dilution gains 4.2

September 30, 20( $ 778.7

A summary of financial information of Trizec Profies, prepared in accordance with Canadian GAARs illows:

September 3l December 3
Balance Sheets 200¢ 200¢
Properties $ 5,926.: 4,472.¢
Cash and shc-term investment 180.( 36.5
Restricted cas 94 .2 105.(
Other asset 578.1 454t

$ 6,778. 5,068.¢
Long-term deb $ 4,297.¢ 2,624.(
Other liabilities 435.% 362.¢
Shareholder equity 2,045.¢ 2,082.:

$ 6,778. 5,068.¢

Three months ended Nine months ended
September 30 September 30

Results of Operations 200¢€ 200% 200¢€ 200&
Rental income $ 140.¢ 113.C 387.17 331.1
Income (loss) from continuing operatic 9.3 10.t 1.t 51.4
Discontinued operatior (0.3 25.C 34.1 58.t
Net income (loss (9.€) 35.8 35.€ 109.¢
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Trizec Canada’s investment in Trizec Propertieimprised of the following:

September 30, 200! December 31, 200
Number held % of outstanding Number hel % of outstandin
Shares of common stor 59,922,37 38% 59,922,37 38%
Shares of Class F convertible stc 100,00( 10C% 100,00( 10(%
Special voting stoc 10C 10C% 10C 10C%
Warrants to purchase common sti 897,54. 70% 905,04: 69%

Common Stock

Trizec Properties common stock trades on the Nevk Btock Exchange under the symbol TRZ. Duringrtime months ended September
2006, Trizec Properties declared dividends to@gllf$$0.60 per common share (2005 — US$0.60 per constmare). Trizec Canada’s share
totalled approximately $36.0 million (2005 — $3@&0lion). The 2005 and 2004 fourth quarter dividsred $12.0 million were paid in
January 2006 and January 2005, respectively. TB& aad 2005 third quarter dividends of $12.0 milligere paid in September 2006 and
October 2005, respectively.

During the three and nine months ended Septemh&0B®, the Corporation recorded dilution gainthim amount of $0.8 million and
$4.2 million, respectively (2005 — $2.2 million a#f.9 million, respectively) as a result of issuan€ common stock by Trizec Properties.

Class F Convertible Stock

The Class F convertible stock held by Trizec Caradais non-voting and entitled to cumulative diends at a fixed rate per annum of $0.05
per share, redeemable at Trizec Properties’ ogtidfrizec Canada’s option after the expirationtaf tonversion period for $1.00 per share
plus unpaid declared dividends, and convertibkdeholder’s option only upon the occurrence ofaiardefined events during a defined
conversion period into a number of shares of comstock based on a defined formula.

During the first quarter of 2006, Trizec Properiiexlared dividends totalling $5 thousand (2005 5+tbusand) to Trizec Canada.

Special Voting Stock

The 100 shares of special voting stock have speotaig rights that give Trizec Canada, when agated) with the voting rights pursuant to
its ownership of common stock, a majority of voteglections of directors to the Board of DirectofsTrizec Properties at any time prior to
January 1, 2008, so long as Trizec Canada holésstt 5% of Trizec Properties common stock. Théeeahe special voting stock is non-
voting. In addition, for a defined period after #féective date of the 2002 Arrangement, this stedkentitle the holder to cash dividends t
reflect principally non-Canadian withholding taxpayable in respect of common stock dividends @edial voting stock dividends paid to
Trizec Canada.

During the nine months ended September 30, 2008cd Properties declared dividends totalling apjmakely $1.1 million (2005 —
$3.6 million) to Trizec Canada.
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Warrants

The Corporation holds 897,542 (December 31, 20965;042) warrants, each to purchase a share afcTRroperties common stock at a
weighted average price of $15.63 per share. Agpte®hber 30, 2006, the warrants have a weightedgeeumber of years remaining bef
expiration of 1.2 years.

Related party transactions

In connection with the 2002 Arrangement, the Caafion agreed to provide services to and receiwdcas from Trizec Properties. During
the nine months ended September 30, 2006, the €xigocharged $0.6 million (2005 — $0.5 million)rizec Properties in relation to such
services, and Trizec Properties charged the Catipardi0.3 million (2005 — $0.4 million). These sieas were provided in the normal course
of business and included reimbursements for dtteiat party purchased services, and a portion lafrigs for certain employees for direct
services rendered. The Corporation and Trizec Pliegecontinue to provide certain services to eastbler under the terms of the 2002
Arrangement.

Accounting Change — Comparative financial statemest

In December 2005, The Canadian Institute of Chedtéccountants (“CICA”) issued Emerging Issues Caitem Abstract EIC-] 159
“Conditional Asset Retirement Obligations” (“EICQ9 related to CICA Handbook Section 3110 (“CICA1BT) “Asset Retirement
Obligations”. EIC-159 clarifies that the term “catighal asset retirement obligation” as used in 81110 refers to a legal obligation to
perform an asset retirement activity in which tineing and/or method of settlement are conditiorminufuture events that may or may not be
within an entity’s control. The obligation to pemfo the asset retirement activity is unconditionadrethough uncertainty exists about the
timing and/or method of settlement. Accordingly,emity is required to recognize a liability foetfair value of a conditional asset retirement
obligation if the fair value can be reasonablyreated. In addition, the fair value of the liabilglould be recognized when incurred.
Uncertainty about the timing and/or method of setint of a conditional asset retirement obligasibould be factored into the measurement
of the liability when sufficient information existEIC-159 also clarifies when an entity would hauéficient information to reasonably
estimate the fair value of an asset retiremengahbibn. EIC-159 was effective for interim and anmegorting periods ending after March 31,
2006, but earlier adoption was encouraged.

Certain of Trizec Properties’ real estate asseatsaio asbestos. Although Trizec Properties hagniéted that the asbestos is appropriately
contained in accordance with current environmemggiilations, Trizec Properties’ practice is to rdiate the asbestos upon the renovation or
redevelopment of its properties. Accordingly, thassets meet the criteria for recording an astietment obligation. During 2005, the
Corporation adopted the provisions of EIC-159 oateoactive basis with restatement of prior periaslsequired by the abstract.

The adoption of this abstract had the effect omériCanada’s comparative consolidated stateméntomme for the three months ended
September 30, 2005 of increasing dilution gain$@yL million and increasing Trizec Canada’s nebime by $0.1 million and for the nine
months ended September 30, 2005 of decreasingcT@arada’s share of earnings of Trizec Propertie®0t2 million, increasing dilution
gains by $0.1 million and decreasing Trizec Canadat income by $0.1 million. The adoption of thixstract had no impact on operating,
financing and investing activities as previouslgganted in the comparative consolidated statenfexast flows for the three and nine mor
ended September 30, 2005.
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In addition, the consolidated statements of incéonghe three and nine months ended September0®, &flect a reclassification to
discontinued operations for properties designaseldetd for sale during 2005 and 2006.

4. INVESTMENTS AND OTHER ASSETS

September 3 December 3

200¢ 2008

Marketable securities (market value at DecembePB05— approximately $83.5 million $ — 83.4
Notes receivabl — 21.¢
Deferred financing cos — 10.C
Investment in Barricl— at cosi — 286.2
$ = 401.¢

Marketable securities

During the third quarter of 2006, the Corporatienarded a loss on disposition of marketable seesrih the amount of $0.5 million as a
result of the sale of its portfolio of marketabézsrities.

Notes receivable

As part of the sale of its 50% ownership interaghie development assets of the TriGranit jointtwemin 2003 the Corporation received
vendor take back notes, denominated in Euros (DeeeBil, 2005 — $21.8 million (€18.4 million)). Dog the first quarter of 2006, the
Corporation collected $10.1 million (€8.4 millioa) these notes. The Corporation also received apthe 2003 sale an additional vendor
take back note, in the amount of €4.0 million (Daber 31, 2005 — $4.7 million). Payment under thiefanote was dependent upon the fair
market value of certain European development ptigseat the earlier of the end of March 2007 ordagee by which the development
properties have been disposed of, and was recoweteaf a provision that reduced its carrying vatué&nil. In the second quarter of 2006, the
Corporation recorded an adjustment in the amouappfoximately $4.1 million (€3.2 million) to reflethe settlement of the foregoing
vendor take back notes. This adjustment in the atnofu$4.1 million has been included in interesd ather income for the nine months
ended September 30, 2006. On August 2, 2006 theoation received $18.1 million (€14.1 million)clnding $1.1 million (€0.9 million) of
accrued interest, as final settlement of the nigesivable. In addition, during the three and mranths ended September 30, 2006, the
Corporation recorded interest income from the nogesivable in the amount of approximately $0.llioriland $0.2 million, respectively
(2005 — $0.2 million and $0.5 million, respectively

Investment in Barrick

At December 31, 2005, the Corporation’s investnief@arrick Gold Corporation (“Barrick”), an intertianal gold mining company,
consisted of 30,299,558 common shares, all of wivelre pledged as collateral for the full satisfactdf the exchange obligation related to
exchangeable debentures.

During the second quarter of 2006, certain holdéthe Corporation’s $275 million of 3% exchangeatiébentures exercised their exchange
rights with respect to debentures having an aggeggancipal amount of approximately $0.2 milliarhe Corporation satisfied its obligation
related to this exchange of debentures by the elgliof 6,998 common shares of Barrick. As a resiuthe exchange of debentures, the
Corporation recorded a net gain of approximatelyl $Gillion for the three months ended June 30, 2006
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On September 25, 2006, the Corporation completedetiemption of the remaining balance of the $2itkom of 3% exchangeable
debentures. Trizec Canada elected to pay the reaengice, US$981.29 per US$1,000 principal amafrdebentures, entirely in cash
aggregating approximately $269.6 million, pursuarthe terms of the debentures. This amount isléquhe product of the average of the
high and low trading prices for Barrick shares lom New York Stock Exchange for the 20 trading dayded August 9, 2006 and the number
(32.2581) of Barrick shares for which each of tH&$,000 principal amount is exchangeable, togetiiteraccrued and unpaid interest to the
redemption date. The Corporation satisfied itsgaiiion related to the redemption of the exchangedébentures by the sale of 8,863,980
shares of Barrick for net proceeds of approxima$y9.2 million. As a consequence of this earlireatent, the Corporation charged to
income the remaining unamortized deferred financiogts amounting to approximately $6.7 million aacdorded a gain on redemption of
exchangeable debentures of approximately $194ldmiduring the three months ended September 306.20

In addition, on September 25, 2006, the Corporatmmpleted the redemption of all of the $408.8ioillof privately placed debentures that
were exchangeable for Barrick shares. The Cormoratatisfied its obligation related to this redeiopby delivery of 21,428,580 common
shares of Barrick. As a consequence of this eatlyement, the Corporation charged to income theieing unamortized deferred financing
costs amounting to approximately $2.7 million, paidearly redemption premium in the amount of agpipnately $5.5 million under the terr
of the two series of exchangeable debentures pkrsied and unpaid interest and recorded a gaiedenmption of exchangeable debentures
of approximately $198.2 million during the threenttts ended September 30, 2006. In addition, ansecuence of the disposition of the
21,428,580 common shares of Barrick, the Corpanateorded a previously deferred gain on redempif@xchangeable debentures ($600
million of 31/ 4% debentures redeemed during the year ended Dec@&hb#999) in the amount of $207.1 million durthg three months
ended September 30, 2006.

5. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

September 3l December 3

200¢ 200t

Accrued interest expen: $ = 6.€
Other accrued liabilitie 8.8 16.7
Taxes payabl 0.4 0.8
$ 9.2 24.1

As a result of a review of future estimated expemds pertaining to a reorganization cost accmbich was included in other accrued
liabilities at December 31, 2005, the Corporatias bredited an adjustment of $3.1 million to otheome for the nine months ended
September 30, 2006.

6. SHAREHOLDERS’ EQUITY

September 3 December 3

200¢ 2008

Share capite $ 376.¢ 376.5
Contributed surplu 30.2 30.2
Foreign currency translation adjustm 20.¢€ 14.7
Retained earning 504.] 74.5
$ 931.7 495.¢

TRIZEC CANADA THIRD QUARTER 200 11 NOTES TO THE FINANCIAL STATEMENT:




a. Share capital
At September 30, 2006 and December 31, 2005, tthe@dzed share capital of the Corporation consisted
. an unlimited number of subordinate voting sharahauit par value, carrying one vote per share;

. 7,522,283 multiple voting shares without par ealcarrying 50 votes per share. Pursuant to adagrsiement, the holder of all of the
multiple voting shares has agreed not to vote rttaae that number of multiple voting shares carryintes in the aggregate that
represent a simple majority of all votes entitledé cast on a matter by all holders of voting sdes of Trizec Canada in the
aggregate

b. Right of redemption

Holders of the subordinate voting shares and thiéptaivoting shares have a right to require theg@oation to redeem all or part of the
shares held by such holder upon payment of thaatédn price for each such share. The retractimepmtil August 15, 2007 will be equal to
the least of: (i) 95% of the arithmetic average¢hef closing price for the subordinate voting shareshe Toronto Stock Exchange (“TSXtr
the 10-] day trading period following the retractipricing date; (ii) the price at which the lastba lot of the Corporatios’subordinate votir
shares traded on the TSX on the retraction pridetg; and (iii) the per share aftetak net asset value of the Corporation as setotlie nex
net asset value notice published following the i@pple retraction pricing date. The retraction prstibsequent to August 15, 2007 will be the
per share after-] tax net asset value of the Catjmor.

c. Issued and outstanding share capital

The number of shares issued and outstanding (liorrg) was as follows:

\oting Shares

Subordinate Multiple Total Amount
December 31, 200 52.4 e 59.¢ $376.t
Issued on exercise of stock optic — — — 0.2
Conversion of multiple voting shares to subordinaténg share: 2.1 (2.1) — —
September 30, 20( 54.F 5.4 59.¢ $376.¢

During the three months ended September 30, 2@Btic option holders exercised 15,000 stock opti®mnoceeds to the Corporation were
approximately $0.3 million.

On September 29, 2006, approximately 2.1 milliothef outstanding multiple voting shares of the Goasion were converted to subordinate
voting shares on the basis of one subordinate gatirare for one multiple voting share of the Coagion.
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d. Foreign exchange gains (losses), net

The following amounts have been recorded in thesalithated statements of income:

Three months ended Nine months ended
September 30 September 30
200¢€ 200¢ 200¢€ 200
Foreign exchange translation gains (losses) on tapnassets and
liabilities denominated in Canadian dollars anddpeian currencie $ (1.0 {25 7.€ 1.8
Recognition of historical foreign currency tranglatadjustments
resulting from reductions of net investments indpa 1.7 — 3.3 2.6
Recognition of historical foreign currency tranglatadjustment resultin
from the reduction of the investment in Barr (9.2 — (9.2 —
$ (8.5 7.5 1.7 4.5

During the first and third quarters of 2006, TriZegnada recognized a portion of the historical peam foreign currency translation gain in
the amount of $1.6 million and $1.7 million, respesly (first quarter of 2005 — $2.6 million), agesult of the repatriation of certain
invested capital.

During the third quarter of 2006, Trizec Canadageized a historical foreign currency translatioss! related to its investment in Barrick in
the amount of $9.2 million as a result of the dipon of Barrick shares, which were used to sgptisé Corporatiors obligation related to tt
redemption of its exchangeable debentures.

7. INCOME AND OTHER CORPORATE TAXES
The provision for income and other corporate tagess follows:

Three months endec Nine months endec
September 30 September 30
200¢ 200t 200€ 200¢
Recovery (Expense
Income taxe:
Current
- withholding taxes on REIT distributiol $ (0.9 (1.3 (1.2 (3.7
- other 0.t (0.7 (0.2 0.3
Future
- operations and sal (132.9) 1.8 (130.6) 4.8
$ (132.%) 0.4 (131.9 1.4
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8. PER SHARE AMOUNTS

The following table sets forth the computation asiz and diluted income per share amounts.

Three months ended Nine months ended
September 30 September 30
200€ 200t 200€ 200t
Numerator:
Income from continuing operatiol $ 448.7 7.2 464.¢ 17.7
Discontinued operatior 0.2 9.7 13.C 22.¢
Net income 448.€ 16.€ 477.€ 40.5
Denominator for income per share (in million
Weighted average shares outstant 59.¢ 59.¢ 59.¢ 59.¢
Impact of dilutive potential shares resulting frshrare purchase
options 0.3 — 0.2 —
Denominator for diluted per share amot 60.2 59.¢ 60.1 59.¢
Income per share
Basic
Continuing operation $ 7.4¢ 0.12 7.7¢€ 0.3C
Discontinued operatior $ — 0.1¢ 0.21 0.3¢
Net income $ 7.4¢ 0.2¢ 7.97 0.6¢€
Diluted
Continuing operation $ 7.4t 0.12 7.7% 0.3C
Discontinued operatior $ — 0.1¢€ 0.22 0.3¢
Net income $ 7.4t 0.2¢ 7.95 0.6¢

None of the 0.8 million share purchase optionstanting at September 30, 2005, had a dilutive efiadhe 2005 per share amou
presented.

9. SHARE-BASED COMPENSATION ARRANGEMENTS
a. Share purchase options

The following summarizes the outstanding Trizec &kmnshare purchase options at September 30, 2006:

millions of option:

Outstanding and Exercisable at beginning and end gferiod consists of

Price range C$22.7- C$24.29, weighted average price of C$23.74, wethhteerage remaining life of 1.3 ye:i 0.4
Price range C$24.4- C$28.62, weighted average price of C$24.93, wethhterage remaining life of 0.7 ye: 0.4
Weighted average price of C$24. 0.8

b. Stock-based compensation

The pro forma cost of compensation awards as ifalievzalue method had been used for stock optipaated during 2002 by the Corporat
for the three-month and nine-month period endedeBeiper 30, 2006 would be $0.1 million and $0.3iomll respectively (September 30,
2005 $0.1 — million and $0.3 million, respectivel¥his would result in a pro forma net income ofi84 million and $477.3 million or
$7.49 and
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$7.97 per share, basic, $7.45 and $7.94 per stiireed, respectively (September 30, 2005 — nednime of $16.8 million and $40.2 million or
$0.28 and $0.67 per share (basic and diluted)ectisely). No pro forma effect has been given tarstpurchase options granted prior to
January 1, 2002.

10. CONTINGENCIES

The Corporation is contingently liable under guéean that are issued in the normal course of bssiaed with respect to litigation and
claims that arise from time to time. While the fioatcome with respect to claims and litigation giey at September 30, 2006 cannot be
predicted with certainty, in the opinion of managem any liability that may arise from such conéngies would not have a material adverse
effect on the consolidated financial position, tesaf operations or liquidity of the Corporation.

The Corporation has also provided a certain indéoation, which expires on September 21, 2011 teel@o the sale during the third quarter
of 2006 of its captive insurance company. The maxmamount of this indemnification cannot be reabbnastimated at this time.

11. SUBSEQUENT EVENTS

On October 5, 2006, the Corporation completedrimsngement whereby 3147013 Nova Scotia Compangffdiate of AcquisitionCo,
acquired all of the outstanding shares of the Carpm.

Pursuant to the Merger and Arrangement Agreemert ARRANGEMENT AGREEMENT), at closing, Trizec Canazbmpleted a series of
transactions including:

a. All outstanding Trizec Canada stock options werrgceled in exchange for cash payments from the @atfn aggregating approximat
$7.3 million.

b. Certain Trizec Canada shareholders elected to thaiteshares acquired by the Corporation for cdatbeh under the Arrangement.
Accordingly, the Corporation acquired and cancetlpdroximately 16.6 million Trizec Canada suborténating shares at a cost of
approximately $646.7 million. In order to enabléz€c Canada to satisfy its obligation, an affilthtwmmpany of Brookfield Properties
Corporation loaned approximately $548.4 milliorthe Corporation

c. Trizec Canada paid the remaining shareholderseo€tbrporation a capital gains dividend of $7.50gt&re satisfied by the issuance of
approximately 13.9 million subordinate voting stsa

Effective October 5, 2006, Trizec Canada amalgathaith 3147013 Nova Scotia Company. The amalgamatetpany continues under the
name BPOP Holdings (Canada) Inc.

On October 5, 2006, Trizec Properties completethésger with MergerCo and the other transactioméezoplated by the Merger Agreeme
dated as of June 5, 2006, as amended, by and afnizeg Properties, the Operating Company, Trizeca@a, TRZ Holdings LLC (formerly
known as Grace Holdings LLC or “Parent”), Merger@agquisitionCo and Merger Operating Company. Braalkf Properties was joined by
The Blackstone Group in the acquisition of Trizeogrties. Trizec Properties is the surviving cogtion in connection with the Merger.

12. RECONCILIATION OF CANADIAN AND UNITED STATES GE NERALLY ACCEPTED ACCOUNTING PRINCIPLES

Canadian GAAP varies in certain significant respdicm the principles and practices generally atszb the United States (“U.S. GAAP”).
The approximate effect of these principal differemion the Corporation’s statements of income atahba sheets are quantified below and
described in the accompanying notes.
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There are no differences that affect the statenmfritash flows.

|. Reconciliation of Net Income

Three months ended
September 30

Nine months ended
September 30

Note 200€ 200t 200€ 200t
Net Income, as reported under Canadian GAAP $ 448.¢ 16.€ 477.¢ 40.5
Adjustments to arrive at Net Income based upon U.S.
GAAP
Share of earnings of Trizec Propert a — (0.8 (0.9 2.7
Dilution gains a 0.1 (0.2 — (0.5)
Gain on redemption of exchangeable debent b (42.)) — (42.)) —
Deferred income taxe C 7.4 — 7.4 0.3
Net Income based upon U.S. GAAI $ 414.( 15.¢ 442 ( 38.€
Income per share based upon U.S. GAAP
Basic $ 6.91 0.27 7.3¢€ 0.64
Diluted $ 6.8¢ 0.27 7.3¢E 0.64

Il. Consolidated Statements of Comprehensive Incom@.oss)

Three months ended
September 30

Nine months ended
September 30

Note 200¢ 200¢ 200€ 200
Net Income based upon U.S. GAAI $414.C 15.¢ 442 .( 38.€
Other comprehensive income ite
Realized gain on disposal of investment in Bar d (562.6) — (562.6) —
Share of total other comprehensive income (los3yiakc Propertie d (0.€) 3.4 1.8 4.€
Realized foreign currency translation adjustr d 7.5 — 5.¢ (2.6)
Deferred income taxe d 101. — 101.¢ —
Total other comprehensive income (lo (454.9) 3.4 (453.5) 2.C
Comprehensive Income (Loss) $ (40.9 19.Z (11.5) 40.€
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Ill. Consolidated Balance Sheets

As at September 30, 200 As at December 31, 20(
Canadian Increase U.S. Canadiar Increase U.S.
Note GAAP (Decrease’ GAAP GAAP (Decrease GAAP
Assets
Current assets
Cash and cash
equivalents $161.€ — 161.€ 73.t — 73.t
Restricted cas 0.2 — 0.¢ 7.9 — 7.8
Other asset 13.1 — 13.1 17.€ — 17.€
175.¢ — 175.¢ 99.: — 99.:
Investment in Trizec
Properties, Inc. a 778.1 14.2 792.¢ 797.i 13.2 811.C
Investments and other
assets b — — — 401.¢ 558.2 959.¢
Deferred income taxes C — — — 112.F (109.5) 3.C
$954.¢ 14.2 968.5 1,410.¢ 462.( 1,872.¢
Liabilities
Current liabilities
Accounts payable and
accrued liabilities b $ 9.2 — 9.2 24.1 160.¢ 184.7
Exchangeable debenture b — — — 890.¢ (207.7) 683.¢
Deferred income taxes C 13.4 0.7 14.1 — — —
22.€ 0.7 23.2 915.( (46.5) 868.F
Shareholders Equity
Share capite 376.¢ — 376.¢ 376.5 — 376.5
Contributed surplu 30.2 — 30.2 30.2 — 30.2
Foreign currency translation
adjustmen d 20.€ (20.6) — 14.7 (14.7) —
Retained earning 504.1 13.2 517.¢ 74.5 48.¢ 123.¢
Accumulated other
comprehensive incon d — 20.€ 20.§ — 474.5 474.C
931.7 13.5 945.2 495 ¢ 508.t 1,004 ..
$954.¢ 14.2 968.F 1,410.¢ 462.( 1,872.¢

a. Investment in Trizec Properties, Inc.

Trizec Properties is a publicly-traded U.S. offieal estate investment trust, or REIT that prepi#sesonsolidated financial statements in
accordance with U.S. GAAP. Under Canadian GAAPzé&tiCanada accounts for its investment in Trizep&hties using the equity method
of accounting based upon Trizec Properties’ codatdid financial statements adjusted for certaifedihces from Canadian GAAP. The
effect of these differences on Trizec Canada’srimaaheet and statement of income based upon BWSP@re quantified and described
below.
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Trizec Canada’s Investment in Trizec Properties

As at
September 3l December 3
200¢€ 2008
Trizec Properties— Net Assets
Under Canadian GAA $ 2,045.¢ 2,082.:
Under U.S. GAAF 2,082.¢ 2,117.:
Difference $ 37.2 34.¢
Adjustments to arrive at U.S. GAAP
Property book value $ 37.t 39.4
Derivative instrument (0.9 (3.9
Other 0.7 (0.€)
Adjustments to arrive at US GAA $ 37.5 34.€
Trizec Canada’s share $ 14.2 13.5
Trizec Canada’s Share of Earnings of Trizec Properes
Three months endec Nine months endec
September 30 September 30
200¢€ 2008 200¢€ 200¢
Trizec Properties— Net Income (LosS)
Under Canadian GAA $ (9.6 35.t 35.€ 109.¢
Under U.S. GAAF (9.5) 32.€ 32.¢ 105.5
Difference $ 01 (2.9 (2.9 (4.9
Adjustments to arrive at U.S. GAAP
Property book value $ (0.9 (2.6) (1.9 4.7
Derivatives and othe 0.4 (0.5) (0.9 (0.9
Effect of a change in accounting princi— restatemen — 0.2 — 0.€
$ 01 (2.9 (2.9 (4.9
Trizec Canadé's share $ — (0.9 (0.9 (1.9

i. Discontinued operations

Under U.S. GAAP, Trizec Canada’s share of Earnofg&rizec Properties under the equity method obaating is not allocated between
continuing and discontinued operations.

ii. Property book values

Under U.S. GAAP, building depreciation, gain oresafl properties, net, and provision for losses rmperties are affected as a result of hig
carrying values of certain properties compared Widmadian GAAP. These differences resulted fronohcal adjustments to the carrying
amounts of assets acquired whose tax bases, asgiogqudate, differed from the assigned valuesaorounting purposes. The tax effect of
these bases differences was added to the carrging of the associated properties on acquisitiotJf&. GAAP purposes. Under Canadian
GAAP, the tax effect of these bases differencesahasged to retained earnings on implementatiodamuary 1, 2000, of CICA Handbook
Section 3465 “Income Taxes”.
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iii. Derivative instruments

Under U.S. GAAP, Trizec Properties follows Statetr@frFinancial Accounting Standards (“SFAS”) No.313Accounting for Derivative
Instruments and Hedging Activities”. SFAS No. 138ablishes accounting and reporting standardsdovative instruments, including
certain derivative instruments embedded in othetreats, and hedging activities. It requires treogmition of all derivative instruments as
assets or liabilities in the Corporation’s consalétl balance sheet at fair value. Changes in thedte of derivative instruments that are not
designated as hedges or that do not meet the la@dgenting criteria in SFAS No. 133 are requiretiéaeported through the statement of
income. For derivatives designated as hedgingunsnts in qualifying cash flow hedges, the effexfportion of changes in fair value of the
derivatives is recognized in other comprehensigenme (loss) until the forecasted transactions oandrthe ineffective portions are
recognized in the statement of income.

Trizec Properties uses certain interest rate piioteagreements to manage risks from fluctuationsriable interest rates, as well as to he
anticipated future financing transactions. Unden&@han GAAP, the Corporation accounts for interatd cap contracts as hedges and, as a
result, the carrying values of the financial inetants are not adjusted to reflect their currentketavalues, except for any non- hedging
portions of the derivative instruments. Any amorgteivable or payable arising from interest rafe @antracts are recognized as an
adjustment of interest expense. Premiums paidrémge interest rate cap contracts are deferre@usnudtized to interest expense over the
term of the contracts. Under interest rate swapeagents, payments or receipts are recognized astajnts to interest expense.

iv. Dilution gains

The dilution gains under U.S. GAAP are affected assult of the differentials in carrying valuesloizec Canada’s Investment in Trizec
Properties, Inc. compared with Canadian GAAP.

v . Cumulative effect of a change in accounting prind®

Under U.S. GAAP, Trizec Canada adopted the pronssaf Financial Accounting Standards Board Integggien No. 47, “Accounting for
Conditional Asset Retirement Obligations-an Intetation of FASB Statement No. 143" (“FIN No. 47&ffective December 31, 2005.
Certain of Trizec Properties’ real estate assatsaiiw ashestos and although the asbestos is apdedpicontained in accordance with current
environmental regulations, Trizec Properties’ pracis to remediate the asbestos upon the renavaticedevelopment of its properties.
Accordingly, Trizec Properties determined that éhassets meet the criteria for recording an asietment obligation. The cumulative effect
of adopting FIN No. 47 was approximately $4.9 roillj and is recorded as a “cumulative effect ofange in accounting principle” on Trizec
Properties’consolidated statement of operations for the yrde@ December 31, 2005. Under the equity methedaodunting, Trizec Canau
recognized its share, $1.8 million as a cumulatifect of a change in accounting policy relateth®adoption of FIN No. 47. However,
under Canadian GAAP, Trizec Canada accounted ictrange retroactively and restated prior peridtiss change had the effect on Trizec
Canada’s comparative consolidated statement ofiedor the nine months ended September 30, 208B8atasing Trizec Canadashare o
earnings of Trizec Properties by $0.2 million andeffect on Trizec Canada’s comparative statemkimcome for the three months ended
September 30, 2005.
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b. Investment in Barrick and exchangeable debenture

For U.S. GAAP purposes, under SFAS No. 115, “Actimgnfor Certain Investments in Debt and Equity B&es”, the investment in Barric
was required to be carried at market value wheradsr Canadian GAAP it is carried at cost, whicls $286.2 million at December 31,
2005. At December 31, 2005, the quoted market vafltiee investment in Barrick was approximately $84million.

Under Canadian GAAP, Trizec Canada accounted #oexithangeable debentures as a hedge of chantpesfair value of the underlying
Barrick shares with no requirement to fair value thmponents through net income. As a result oafmication of hedge accounting under
Canadian GAAP, Trizec Canada’s deferred gain oistaric redemption of certain exchangeable debestir the amount of $207.1 million
was recorded as a deferred amount until such tgtkeae was a realization on the disposition oBhgick shares.

Under SFAS No. 115, the investment in Barrick wasgified as a trading security and accordinglynges in the fair value of the Barrick
shares were recorded through net income. Under YA 333, the Corporation recorded the derivatistrument embedded in the
exchangeable debentures at fair value and chandhs fair value were recorded through net incoffextvely offsetting changes in the fair
value of the Barrick shares. As at December 315280 fair value of the embedded derivative imatnt, included in accounts payable and
accrued liabilities, was $160.6 million. This wasiacrease of $110.5 million ($90.5 million, nettak) compared to the prior year and was
effectively offset by a corresponding increasehim fair market value of the investment in Barrigk#110.5 million ($90.5 million, net of tax)
compared to the prior year. In addition, under GBAP the carrying value of the exchangeable dabrestas at December 31, 2005 was
reduced by $207.1 million to $683.8 million, whigpresents the face value of the debentures, &mided earnings was increased by
$42.1 million ($34.7 million, net of tax) for cemahistoric differences in the accounting for ditut gains and other items.

As a result of the redemption of the exchangeabbedtures and the related disposal of its investineéBarrick, the Corporation realized a
gain on redemption of exchangeable debenturefiéonine months ended September 30, 2006 of $55Hi8mnunder U.S. GAAP
($557.2 million for the three months ended Septar3be2006).

c. Deferred income taxes

The following is in addition to the consequentiapiact of deferred income taxes on differences presly noted. The deferred income tax
liability under U.S. GAAP is increased by $0.7 ioifl as at September 30, 2006 and December 31,808%esult of the increase in carrying
value of Trizec Canada’s investment in Trizec Prtipe under U.S. GAAP.

d. Other comprehensive income (loss)

Prior to the issuance of the exchangeable debentungler SFAS No. 115, the investment in Barrick a@nsidered as an investment
“available- for- sale” and accordingly, changeshia fair value of the Barrick shares were recotidesther comprehensive income. Included
in accumulated other comprehensive income at DeeeBih 2005 is a historic adjustment in the amafi$562.6 million ($461.2 million,
net of tax), which represents the unrealized gaithe investment in Barrick at the date of theiaagissuance of the exchangeable
debentures.

During the third quarter of 2006, Trizec Canada plated the redemption of its three series of exghahle debentures. The Corporation
satisfied its obligation related to these redenmstiby the delivery of 21,435,578 shares of Barticthe debenture holders and sale of
8,863,980 shares of Barrick. As a result of theasl of its investment in Barrick, the unrealizigdh in accumulated other comprehensive
income relating to the investment in Barrick wadlassified to net income during the three monttdedrSeptember 30, 2006.
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In addition, under U.S. GAAP, Trizec Canada recandai®alized foreign currency translation adjustrees part of accumulated other
comprehensive income (loss) until they are realized

Under U.S. GAAP, Trizec Canada records its propodie share of the other comprehensive income) (lesas of Trizec Properties as a
component of its other comprehensive income (loss).

Trizec Canada’s Share of Total Other Comprehensivéncome of Trizec Properties

Three months ended Nine months ended
September 3C September 3C
200¢€ 200¢ 200¢€ 200¢
Trizec Properties — Total other comprehensive incom $ (1.6 8.€ 4.8 11.¢
Trizec Canada’s share $ (0.6 3.4 1.8 4.€
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TRIZEC PROPERTIES, INC.
For the quarterly period ended September 30, 2006
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Trizec Properties, Inc. Consolidated Balance Sheets (unaudite

September 3C December 31

$ in thousands, except share and per share amounts 2006 2005
Assets
Real estat $ 6,061,47 $4,570,82.

Less: accumulated depreciati (755,89¢) (673,44
Real estate, nt 5,305,57: 3,897,38.
Cash and cash equivalel 179,99 36,49¢
Escrows and restricted ca 72,30( 70,00:
Investment in unconsolidated real estate joint wers 145,95¢ 206,60:
Office tenant receivables (net of allowance forlatful accounts of $1,871 and $3,718 at September 30

2006 and December 31, 2005, respectiv 14,01¢ 13,08
Deferred rent receivables (net of allowance forlaful accounts of $386 and $1,438 at September 30

2006 and December 31, 2005, respectiv 158,83: 139,13!
Other receivables (net of allowance for doubtfudamts of $1,411 and $3,080 at September 30, 2006 a

December 31, 2005, respective 6,70z 7,38¢
Deferred charges (net of accumulated amortizatid$86,968 and $82,365 at September 30, 2006 ant

December 31, 2005, respective 167,67- 124,06:
Prepaid expenses and other assets 322,62! 216,09¢
Total Assets $ 6,373,67. $4,710,25
Liabilities and Stockholders’ Equity
Liabilities
Mortgage debt and other loa $ 3,223,82 $1,863,27.
Unsecured credit facilit 584,50( 347,00(
Trade, construction and tenant improvements pagi 23,01t 19,127
Accrued interest expen: 10,267 5,697
Accrued operating expenses and property t 82,94¢ 108,09¢
Other accrued liabilitie 278,83¢ 181,79¢
Dividends/distributions payab 86( 32,32¢
Taxes payabl 23,28:¢ 27,50¢
Total Liabilities 4,227,53! 2,584,83.
Commitments and Contingencie — —
Minority Interest — Operating Company 60,33¢ —
Minority Interest — Real Estate Joint Ventures 2,71¢ 8,13«
Special Voting and Class F Convertible Stoc 20C 20C
Stockholders’ Equity
Preferred stock, 50,000,000 shares authorized1$taOvalue, none issued and outstanding at

September 30, 2006 and December 31, 2005, respkc — —
Common stock, 500,000,000 shares authorized, $®0%alue, 157,470,191 and 156,478,409 issued

September 30, 2006 and December 31, 2005, reselyctand 157,403,863 and 156,419,864

outstanding at September 30, 2006 and Decemb&@085, respectivel 1,57¢ 1,56¢
Additional paid in capita 2,308,03! 2,283,59
Accumulated defici (226,79%) (163,049
Treasury stock, at cost, 66,328 and 58,545 shai®smember 30, 2006 and December 31, 2005,

respectively (90€6) (750
Unearned compensatit — (44¢)
Accumulated other comprehensive income (li 974 (3,82¢6)
Total Stockholders’ Equity 2,082,88I 2,117,08!

Total Liabilities and Stockholders’ Equity $ 6,373,67. $4,710,25




See accompanying notes to the financial statements.
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Trizec Properties, Inc. Consolidated Statements of Operations (unaudite

For the three months ended

For the nine months ended

$ in thousands, except share and per share September 30, September 30,
amounts 2006 2005 2006 2005
Revenues

Rentals $162,47: $128,48¢ $ 442,53( $372,12°

Recoveries from tenan 36,11 30,341 95,47¢ 83,00¢

Parking and othe 37,86¢ 30,87¢ 97,60( 84,50:

Fee income 1,99: 1,55¢ 5,387 5,147
Total Revenues 238,44. 191,26¢ 640,99: 544,78
Expenses

Operating 84,26: 69,14 222,65t 187,43:

Property taxe 28,50z 22,24 76,35 66,77

General and administratiy 9,291 9,11¢ 30,58: 28,13«

Depreciation and amortizatic 68,70¢ 44 51¢ 176,59: 123,94¢
Total Expenses 190,76° 145,02 506,18 406,29:
Operating Income 47,67¢ 46,24 134,80¢ 138,49.
Other Income (Expense’

Interest and other incon 1,541 2,02¢ 4,77¢€ 5,27¢

Loss on early debt retireme — (5,906 (312) (5,920

Recovery on insurance clair — 74 112 74

Interest expens (59,85¢) (36,999 (144,74) (103,803

Lawsuit settlemer 10€ 87¢ 52k 1,635
Total Other Expense (58,209 (39,926) (139,64) (102,73)
(Loss) Income before Income Taxes, Minority Interets Income from

Unconsolidated Real Estate Joint Ventures, Discomtued

Operations and (Loss) Gain on Disposition of Real ate, Net (20,530 6,31¢ (4,83%) 35,75¢
(Provision) Benefit for income and other corporatees, ne (70€) 93C (2,029 3,24¢
Minority interest 44 (62%) (1,157) (1,05¢)
Income from unconsolidated real estate joint vess 1,99( 3,297 7,51¢ 11,87¢
(Loss) Income from Continuing Operations (9,202) 9,927 (492) 49,81,
Discontinued Operations

Income from discontinued operatia 98 4,391 2,13¢ 16,02:

(Loss) Gain on disposition of discontinued reaatstne: (355 18,40¢ 31,20: 39,48¢
(Loss) Income Before Gain on Disposition of Real Eate, Net (9,459 32,71¢ 32,84« 105,32!
(Loss) Gain on disposition of real estate, — (90) — 16€
Net (Loss) Income (9,459 32,62¢ 32,84« 105,49:
Special voting and Class F convertible stockho’ dividends (369 (1,319 (1,09%) (3,69¢6)
Net (Loss) Income Available to Common Stockholders $ (9,829 $ 31,31% $ 31,74¢ $ 101,79

See accompanying notes to the financial statements.
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Trizec Properties, Inc. Consolidated Statements of Operations (unauditedJontinued)

For the three months ended For the nine months ended
$ in thousands, except share and per share September 30, September 30,
amounts 2006 2005 2006 2005
Earnings per common share
(Loss) Income from Continuing Operations AvailatdeCommon
Stockholders per Weighted Average Common Share
Outstanding
Basic $ (0.06) $ 0.0t % 0.0y $ 0.3C
Diluted $ (0.06) % 0.0t % 0.0y % 0.2¢
Net (Loss) Income Available to Common Stockholdess
Weighted Average Common Share Outstand
Basic $ (0.06) % 0.2 $ 02 % 0.6¢
Diluted $ (0.06) $ 0.2 % 02C $ 0.6t
Weighted average shares outstanding
Basic 157,366,70 155,519,13 157,087,18 154,390,88
Diluted 157,366,70 158,826,90 157,087,18 157,545,85

See accompanying notes to the financial statements.
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Trizec Properties, Inc. Consolidated Statements of Comprehensive Income (andited)

For the three months ended For the nine months ended
September 30, September 30,
$ in thousands 2006 2005 2006 2005
Net (loss) incom: $ (9,459 $32,62¢ $ 32,84« $105,49:
Other comprehensive (loss) incor
Unrealized (losses) gains on investments in seesr
Unrealized foreign currency exchange (losses) gaiising
during the periot 9) 20z 16C 131
Unrealized foreign currency exchange (losses) gainfereign
operations @ a0 19 11¢€
Unrealized derivative (losses) gail
Effective portion of interest rate contra (2,650 8,16¢ 4,314 10,73;
Amortization of forward rate contrac 62 267 307 801
Reversal of unrealized derivative gain upon setieinof forward-
starting swap contrac — — (10,410 —
Settlement of forwal-starting swap contrac — — 10,41( —
Total other comprehensive (loss) inco (1,599 8,72¢ 4,80( 11,78
Net comprehensive (loss) incor $(11,057) $41,35¢ $ 37,64« $117,27¢

See accompanying notes to the financial statements.
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Trizec Properties, Inc.

Consolidated Statements of Cash Flows (unaudite

For the nine months ended
September 30,

$ in thousands 2006 2005
Cash Flows from Operating Activities
Net Income $ 32,84« $ 105,49:
Adjustments to reconcile net income to net caskigea by operating activitie:
Income from unconsolidated real estate joint verd (7,519 (11,879
Distributions from unconsolidated real estate jorntures 417 11,87
Depreciation and amortization expense (includirsgaitinued operation 176,59 130,89:
Amortization of financing cosi 4,51¢ 4,192
Amortization of value of acquired operating leakesental revenue, n (9,072) (2,44¢)
Provision for bad det 314 1,69¢
Gain on disposition of real estate (including dig@tued operations (31,209 (39,65)
Loss on early debt retireme 307 92
Minority interest 1,152 1,05¢
Amortization of equity compensatic 7,46¢ 3,641
Stock option grant expen 17 67
Changes in assets and liabiliti
Escrows and restricted ca (6,455 (17,419
Office tenant receivable (1,497) (7,806
Other receivable 41¢ (2,116
Deferred rent receivable (24,090 (9,279)
Prepaid expenses and other as 71€ (12,7449
Accounts payable, accrued liabilities and othéyiliges (1,775 (8,15¢%)
Net cash provided by operating activit 143,16. 147,51¢
Cash Flows from Investing Activities
Real estate
Acquisitions (1,519,35I) (553,53)
Tenant improvements and capital expenditi (71,15¢) (50,469
Tenant leasing cos (43,029 (22,890
Dispositions 111,96! 236,61
Payment of minority intere: (6,829 (217)
Escrows and restricted ca 4,30¢ (20,527
Unconsolidated real estate joint ventul
Investments (5,359 (4,447
Distributions 101,62: 10,15¢
Net cash used in investing activiti (1,427,81) (405,306
Cash Flows from Financing Activities
Mortgage debt and other loai
Property financing 1,700,001 o
Principal repayment (397,92Y (81,109
Repaid on dispositior — (81,680)
Draws on credit lint 672,50( 323,00(
Paydowns on credit lin (435,000 (77,000
Financing expenditure (10,737 —
Escrows and restricted ca — 28,70
Settlement of forwar-starting swap contrac 10,41( —
Issuance of common sto 17,76¢ 63,97«
Dividends (128,876 (97,049
Net cash provided by financing activiti 1,428,14! 78,85:
Net Increase/(Decrease) in Cash and Cash Equivalent 143,49¢ (178,93)
Cash and Cash Equivalents, beginning of perio 36,49¢ 194,26!
Cash and Cash Equivalents, end of perio $ 179,99: $ 15,33(

See accompanying notes to the financial statements.
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Trizec Properties, Inc. Consolidated Statements of Cash Flows (unauditedf6ntinued)

For the nine months ended
September 30,
$ in thousands 2006 2005

Supplemental Cash Flow Disclosures:

Cash paid during the period fc

Interest, inclusive of interest capitaliz $ 136,03. $106,80:
Interest capitalized to investment in unconsolidatsal estate joint ventur $ 37¢ $ 57¢
Taxes $ 3,72t $ 16,62¢
Write-off of accounts receivab $ 4,882 $ 3,657
Write-off of fully depreciated asse $ 39,59 $ 26,15¢
Non-cash investing and financing activiti¢
Dividends/distributions payable on common stocke@fing Company units, special voting stock and
Class F convertible stoc $ 86C $ 32,73
In conjunction with property acquisitions, the @lling assets were acquired, liabilities were assuiamsl
Operating Company units were issu
Purchase of real este $1,643,58: $554,27t
Escrow casl 15C —
Prepaid expenses and other assets 1,551 22
Operating Company uni (61,429 —
Mortgage debt assumi (58,48() —
Accrued operating expenses and property t (665) (460
Other accrued liabilitie (5,360 (306
$1,519,35 $553,53:

See accompanying notes to the financial statements.
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Notes to the Consolidated Financial Statemer
$ in thousands, except share, unit and per shaveirat

ORGANIZATION AND DESCRIPTION OF THE BUSINESS
Organization

Trizec Properties, Inc. (“Trizec Propertiestioe “Corporation”) is a corporation organized untte laws of the State of Delaware and
is approximately 38.1% indirectly owned by Trizear@ada Inc. Effective January 1, 2001, Trizec Progmeelected to be taxed as a real
estate investment trust (“REIT”) pursuant to Sewi856 through 860 of the Internal Revenue Codf86, as amended (the “Code”).
Prior to May 8, 2002, Trizec Properties was a sriglly owned subsidiary of TrizecHahn Corporat{tfrizecHahn”), an indirect
wholly—owned subsidiary of Trizec Canada Inc. Armptd arrangement (the “Reorganization”) was appaddwe the TrizecHahn
shareholders on April 23, 2002. On May 8, 2002 dffiective date of the Reorganization, the commntonksof Trizec Properties
commenced trading on the New York Stock Exchany&®dcember 2004, the Corporation formed Trizec igisl Operating LLC (the
“Operating Company”)a Delaware limited liability company in which th@@oration became the sole managing member, agidre
reorganization of its operating structure into ambuella partnership real estate investment truse. Corporation conducts substantially
all of its business, and owns substantially ait®fissets, through the Operating Compi

Trizec Properties is a self-managed, publidgéd REIT, headquartered in Chicago, lllinoisSaptember 30, 2006, the Corporation
had ownership interests in a portfolio of 53 coitsdkd office properties concentrated in the metlitgn areas of seven major U.S.
cities, comprising approximately 32.2 million sgaéeet of total area. At September 30, 2006, thgp@ation’s 53 consolidated office
properties were approximately 89.0% occup

At September 30, 2006, the Corporation alsodvaikership interests in eight unconsolidated re#dte joint venture properties
comprising approximately 7.4 million square feetaifl area and one unconsolidated real estatdafevent joint venture. At
September 30, 2006, the eight unconsolidated stateejoint venture properties were approximaté@® occupied

Brookfield Merger

On June 5, 2006, the Corporation, the Operaimgpany and Trizec Canada Inc., a Canadian cdiporand an indirect holder of
approximately 38.1% of the Corporation’s outstagdiommon stock as of June 5, 2006 and Septemb&086, and all of the
Corporation’s outstanding special voting stock &taks F convertible stock (“TZ Canada”), enterdd an Agreement and Plan of
Merger and Arrangement Agreement (the “Merger Agreset”) with Grace Holdings LLC, a newly-formed Defare limited liability
company (“Parent”), Grace Acquisition Corporatiamewly-formed Delaware corporation and a whollyred subsidiary of Parent
(“MergerCo”), 4162862 Canada Limited, a newly-fodr@anadian corporation and an affiliate of ParéhtdquisitionCo”), and Grace
OP LLC, a newly-formed Delaware limited liabilitpmpany (“Merger Operating Company” and togethehwiarent, MergerCo, and
AcquisitionCo, the “Buyer Parties”). The Buyer Restare affiliates of Brookfield Properties Corgara, a publicly traded real estate
company “Brookfield Propertie”).

Pursuant to the Merger Agreement, at closifdi@rgerCo will merge with and into the Corporatiwith the Corporation continuing as
the surviving corporation (the “Trizec Merger”) ati) Merger Operating Company will be merged witid &to the Operating
Company with the Operating Company continuing asstlrviving limited liability company (the “Operaj Company Merger,” and
together with the Trizec Merger, the “Mergerdt).addition, TZ Canada will effect an arrangemamspant to which AcquisitionCo al
its affiliates will acquire all of the outstandingultiple voting shares and subordinate voting shafelZ Canada (the “Arrangement,”
and together with the Mergers, t*Transaction”).

Under the terms of the Merger Agreement, aefffective time of the Trizec Merger, each shareahmon stock of the Corporation
issued and outstanding immediately prior to theaife time of the Trizec Merger (other than shdu&sd in treasury and shares owned
by TZ Canada and its subsidiaries, Parent andaaéf§l of Parent, and shares held by stockholdeosprdperly exercise appraisal rights
under Delaware law) will be converted into, andagded in exchange for, one share of redeemablenpeef stock of the surviving
corporation, which will be immediately redeemeddarash amount equal to the sum of $29.01 plugiaddi merger consideration that
represents a pro rata portion of the regular qrlgr
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dividend allocable to the quarter in which Mergers are closed, in each case without intesesth(cash amount, the “Trizec Merger
Consideration”). In addition, at the effective timithe Operating Company Merger, each commonafdiimited liability company
interest in the Operating Company (other than urétd by the Corporation or any of the Corporatsostibsidiaries, which units will
remain outstanding) issued and outstanding immelgtiatior to the effective time of the Operatingmmany Merger will be converted
into, and canceled in exchange for, one redeenpabferred unit (‘Redeemable Preferred Unit”). kuliof retaining this Redeemable
Preferred Unit, holders of Redeemable PreferredsUnay elect to (a) redeem such Redeemable Prafdmits in exchange for an
amount per unit equal to the Trizec Merger Consitien or (b) convert each such Redeemable Preféinid, on a one-for-one basis,
for continuing common units in the surviving opérgtcompany, subject to the terms and conditiorsnoimended and restated
operating agreement of the surviving operating camyghat will be adopted pursuant to the Operdafinghpany Mergel

Concurrently with entering into the Merger Agneent, TZ Canada entered into a voting agreemehtRarent and MergerCo pursuant
to which TZ Canada has agreed to vote all of tleeeshof common stock of the Corporation that TZa@lanand its subsidiaries own
(including any shares that may be acquired by thg&er the date of the Merger Agreement) in favothef Merger Agreement subject to
the terms and conditions thereof (the “Trizec Vgtikgreement”). As of the date of the Trizec Votiigreement, the securities subject
to the Trizec Voting Agreement represented appraiéfy 38.1% of the outstanding voting power of tbexmon stock of the
Corporation. In addition, P.M. Capital Inc. (“PMQ/Jan affiliate of TZ Canada and the owner of 7,283 multiple voting shares and
1,972,435 subordinate voting shares of TZ Canatdared into a voting agreement with Parent and AitipnCo pursuant to which
PMCI has agreed to vote all such shares (includimgshares that may be acquired by PMCI after #te of the Merger Agreement) in
favor of the Arrangement, subject to the terms @nditions thereof (th*PMCI Voting Agreemer”).

The Transactions are subject to customarymdpsbnditions, including, among other things, (e tequisite approval and adoption of
the Merger Agreement by the holders of the outstandommon stock of the Corporation and (b) theuigite approval of the
Arrangement by the holders of the outstanding shafdZ Canada. The closing of the Transactiom®tssubject to a financing
condition. Additionally, the Corporation has agréedonduct its business in the ordinary coursecamdistent with its past practices.
Under the Merger Agreement, it has agreed to varomvenants regarding the conduct of its businedother general matters. These
covenants include, among other things, limitationsts ability to acquire properties or sell or ember its assets, enter into or amend
any material contract and, subject to a list ofreerated exceptions in the Merger Agreement, incyore-pay indebtedness, or issue or
repurchase equity. The Merger Agreement and theydtemwere approved by the Corporation’s board r@fctthrs upon the
recommendation of the special committee of the G@jion’s board of directors. In addition, TZ Caaadoard of directors approved
the Merger Agreement and the Arrangement. On Sdyed?, 2006, its common stockholders voted andoxep the Merger
Agreement, as amende

On October 5, 2006, the Corporation completedierger with MergerCo and the other transacttmméemplated by the Merger
Agreement, dated as of June 5, 2006, as amendethdogmong the Corporation, the Operating CompaAyCanada, TRZ Holdings
LLC (formerly known as Grace Holdings LLC or “Parg§nMergerCo, AcquisitionCo and Merger Operatingn@pany. Brookfield
Properties was joined by The Blackstone Group énatquisition of the Corporation. The Corporati®thie surviving corporation in
connection with the Merge

Acquisition of the Arden Portfolio

On May 2, 2006, the Corporation completed étguasition of an office portfolio comprised of 1Boperties, totaling approximately

4.0 million square feet, and several undeveloped fgrcels located in Southern California (the ‘@wrdPortfolio”), from Arden Realty,
Inc. (“Arden”) and certain of its subsidiaries (thcquisition”) for an aggregate consideration ppaoximately $1,637,314. The Arden
Portfolio is comprised of the following properties], of which are primarily concentrated in WestslAngeles and San Diec

. 257,000 square foot office building located ia tomplex known as the Howard Hughes Center at @&#er Drive in Los
Angeles;
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. 288,000 square foot office building located in Hewvard Hughes Center at 6080 Center Drive in Logeies;
. 286,000 square foot office building located in He@vard Hughes Center at 6100 Center Drive in Logeies;
. 103,000 square foot office building located in Hewvard Hughes Center at 6601 Center Drive in Logeies;

. 318,000 square foot office building known asltmvard Hughes Tower located in the Howard Hughe#é€tet 6701 Center
Drive in Los Angeles

. 37,000 square foot building known as the Howaudges Spectrum Club located in the Howard HughedeCat 6701 Park
Terrace in Los Angele:

. 313,000 square foot office building known as thestM®od Center, located at 1100 Glendon Avenue mAgeles

. 161,000 square foot office building, located at®&®ilshire Boulevard in Beverly Hills

. 409,000 square foot office building, located at®8Vilshire Boulevard in Los Angele

. 471,000 square foot office building known as therM/&avings Center, located at 11603 Wilshire Beatd in Los Angeles

. 599,000 square foot, four-building office compleown as the Sorrento Towers, located at 535%8@8 Mira Sorrento Place in
San Diego

. 566,000 square foot office building located at B0Street in San Diegc
. 170,000 square foot office building, located at Bd@adway in San Diego; at

. certain undeveloped parcels of land located is Angeles, which can accommodate the developmeu & 490,000 square feet
of office space and 600 residential un

The Corporation acquired the Arden Portfoli@isimultaneous two-step transaction by first a@ogliall of the equity interests in a
limited liability company that owns the office hdiihg located at 5670 Wilshire Boulevard and sulittly all of the equity interests in
second limited liability company that owns the Hodvblughes Spectrum Club, followed by the acquisitié fee or ground lease
interests in the 11 remaining properties, certaitbeweloped parcels of land and the remaining edpiigyests in the second limited
liability company. The Acquisition occurred (a) puant to the previously disclosed Purchase and/ARakement, dated December 19,
2005, as amended by that First Amendment datedrbleee21, 2005, by and between the Operating ComantyGeneral Electric
Capital Corporation (“GECC"), and (b) in conjunetiwith the completion of the merger of Arden arsddperating partnership, Arden
Realty Limited Partnership (“Arden OP”), with vau® subsidiaries of GECC on May 2, 2006 pursuattiegreviously disclosed
Agreement and Plan of Merger, dated as of Dece@he2005, as amended, by and among the Corpor#tie®perating Company,
Arden, Arden OP, GECC and certain of GE's subsidiaries

The Corporation financed the Acquisition thrbwgcombination of a draw of the entire $1,300,808ilable for borrowing under a term
loan, a draw of approximately $140,000 under iistexg unsecured credit facility, available caste assumption of an approximately
$58,480 outstanding mortgage loan encumbering btiegroperties, and the issuance by the Oper&ormgpany of 2,498,671
common units of its limited liability company menmbkip interests, valued at approximately $61,4@&etrtain eligible limited partners
of Arden OP. These common units become redeemabtagh or, at the Corporation’s election, shafékeCorporation’s common
stock beginning one year from their issuance uttieterms of the Operating Compasjimited liability company operating agreeme
In addition, holders of these common units aretledtio certain registration rights pursuant teagreement the Corporation entered
with such holders
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$ in thousands, except share, unit and per shaveirat

BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING PO LICIES
Basis of Presentation

The accompanying interim consolidated finanstatements as of September 30, 2006 and for tee #nd nine months ended
September 30, 2006 and 2005 include the accoudteerating results of the Corporation and its slidses. All significant
intercompany transactions have been eliminz

The Corporation consolidates certain entities/fich it owns less than a 100% equity intereitif deemed to be the primary
beneficiary in a variable interest entity, as definn Financial Accounting Standards Board Integtien No. 46(R), “Consolidation of
Variable Interest Entities — an interpretation (#A\51.” The Corporation also consolidates entitieghich it has a controlling direct or
indirect voting interest. The equity method of agaiing is applied to entities in which the Corparatdoes not have a controlling direct
or indirect voting interest, but can exercise iafiae over the entity with respect to its operatimd major decisions. The cost method
of accounting is applied to entities when (i) ther@ration’s investment is minimal (typically lets&n 5%) and (ii) the Corporation’s
investment is passivi

Accounting Estimates

The preparation of financial statements in adance with accounting principles generally acogjrethe United States of America
(“GAAP”) requires management to make estimates and assuspffecting the reported amounts of assets ahiliti@s and disclosut
of contingent assets and liabilities at the dattheffinancial statements and the reported amafrresvenues and expenses during the
reporting period. Actual amounts will differ frofhdse estimates used in the preparation of theaadial statement:

Interim Financial Statements

The accompanying interim financial statements related notes are unaudited; however, the finhatatements have been prepared in
accordance with GAAP for interim financial inforriat. Certain information and footnote disclosuresmmally included in annual
financial statements prepared in accordance withBAave been condensed or omitted. In the opinfanamagement, such financial
statements reflect all adjustments necessary fair @resentation of the financial position, resuf operations and cash flows of the
Corporation for the interim periods presented.stith adjustments are of a normal recurring nafittre.results of operations for the
interim periods presented are not necessarily atiie of the results to be obtained for other intgoeriods or for the full fiscal yea

Stock Based Compensatiol

Effective July 1, 2003, the Corporation adopgitatement of Financial Accounting Standards N&, 1&ccounting for Stock Based
Compensation” (“SFAS No. 123"), as amended by $tate of Financial Accounting Standards No. 148,¢@unting for Stock Based
Compensation — Transition and Disclosure”. In Deloen?004, the Financial Accounting Standards Bissded Statement of Financial
Accounting Standards No. 123 (Revised 2004), “SiEased Payment” (“SFAS No. 123(R)"). SFAS No. 123ia revision of SFAS
No. 123. SFAS No. 123(R) requires that compensatist is measured as the fair value of the stotkwat the date of grar
eliminates the alternative to use the intrinsicreainethod of accounting prescribed in APB No. 26, earifies and expands the
guidance of SFAS No. 123 in several areas. SFASIR8(R) is effective as of the beginning of thetfannual reporting period
beginning after June 15, 2005. SFAS No. 123(R)iappb all awards granted, modified, repurchasedancelled after the effective
date and the cumulative effect of initially applyiBFAS No. 123(R), if any, is to be recognizedfabh®e required effective date. The
Corporation adopted SFAS No. 123(R) effective a%avfuary 1, 2006 using the modified prospectivdiegmn method. The adoption
of SFAS No. 123(R) did not have a material impacttte Corporatia’s results of operations, financial position or ldjty.
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REAL ESTATE

The Corporatio’s investment in real estate is comprisec

Properties

Held for the long term, n¢
Held for disposition, ne

Properties— Held for the Long Term

Land

Buildings and improvemen
Tenant improvemen
Furniture, fixtures and equipme

Less: accumulated depreciati

Properties held for developme
Properties under developme

Properties held for the long term, |

Properties— Held for Disposition

Land

Buildings and improvemen
Tenant improvemen

Less: accumulated depreciati
Properties held for disposition, r
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September 3C December 31
2006 2005

$ 5,305,57 $3,749,83

— 147,54!

$ 5,305,57 $3,897,38

September 3C December 31
2006 2005

$ 740,50¢ $ 563,72

4,816,69 3,483,81.

404,10! 302,87¢

11,74« 13,94

5,973,04 4,364,36.

(755,89() (638,950

5,217,15. 3,725,401

82,071 24,43(

6,34¢ —

$ 5,305,57. $ 3,749,83

September 3C
2006

December 31
2005

$ 570/
164,34:
11,98t

182,03
(34,48)

$ 147,54




Notes to the Consolidated Financial Statemer
$ in thousands, except share, unit and per shaveirat

The table below summarizes the Corporationdperties designated and held for disposition pursteathe provisions of Statement of
Financial Accounting Standards No. 144, “Accountiogthe Impairment or Disposal of Long-Lived Asset'SFAS No. 144")
subsequent to December 31, 2C

Date
Designatec
as Held for Provision Date
Property Location Disposition Taken Disposec
Williams Center | & 11 Tulsa, OK Jur-04 $26,58: Jar-06
Shoreline Squar Long Beach, C/ Ser-04 — Apr-05
Metropolitan Squar St. Louis, MO Jur-05 — Jul-05
Watergate Office Building Washington, D.C Jur-05 — Oct-05
Twinbrook Metro Plazi Rockville, MD Ser-05 — Oct-05
Beaumeade Corporate P Ashburn, VA Sef-05 — Oct-05
First Citizens Plaz Charlotte, NC Dec-05 — Mar-06

During the second quarter of 2006, the Corpamate-classified Northstar Center, located in Miapolis, Minnesota, from held for
disposition to held for the long term as such propeo longer met the criteria for classificatiomdiscontinued operations pursuant to
SFAS No. 144. In accordance with the provisionSIBAS No. 144, the Corporation recaptured depreciakpense for the period
such property was classified as held for dispasi

In accordance with SFAS No. 144, the results ofaiens and gains or losses on disposition, if &mythe seven properties previou
designated as held for disposition and sold pad@eptember 30, 2006 have been reported as disaedtbperations for all periods
presented

The following table summarizes the combineddemsed results of operations, excluding any gaihesses on disposition, for the
three and nine months ended September 30, 2008004 respectively, for all properties designatethed for dispositior

For the three months ended For the nine months ended
September 30 September 30
2006 2005 2006 2005
Total revenue $ 82 $12,12¢ $ 2,70¢ $ 44,43"
Operating expenst (137) (5,189 (1,59¢) (17,820
Property taxe — (951) 57¢ 643
Depreciation and amortizatic — (1,505 — (6,947
Interest and other incon 3 25 36 32¢
Interest expens — (1,18¢ — (5,755

Benefit for income and other tax 15C 1,07¢ 41¢€ 1,13¢
Income from discontinued operatia $ 98 $ 4,391 $ 2,13« $ 16,02!

(Loss) Gain on Disposition of Discontinued Real Eate During the Nine Months Ended September 30, 20G6r Properties Designated
as Held for Disposition Pursuant to SFAS No. 144

(Loss)
Rentable Net Sales Gain

Date Sold Property Location Sq. Ft. Price on Sale
January ¢ Williams Center | & I Tulsa, OK 770,00( $ 35,31¢ $ (29
March 10 First Citizens Plaz Charlotte, NC 477,00 76,64° 32,30¢
$111,96! $32,28:
Tax expense related to s¢ (1,079
Gain on disposition of discontinued real es $31,20:
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Acquisitions of Real Estate During the Nine Month€Ended September 30, 2006

Date Rentable
Purchased Property Location Sq. Ft. Net Purchase Price
April 21 1372 Peachtree Lar Atlanta, GA N/A $ 6,26¢
May 2 6060 Center Drivt Los Angeles, C# 257,00( 111,98«
May 2 6080 Center Drivi Los Angeles, C/ 288,00( 141,78t
May 2 6100 Center Drivi Los Angeles, C/ 286,00( 118,24!
May 2 6601 Center Driv Los Angeles, C/ 103,00( 30,66¢
May 2 Howard Hughes Towe Los Angeles, C# 318,00t 130,58(
May 2 Howard Hughes Lan Los Angeles, C/ N/A 56,69
May 2 Howard Hughes Spectrum Cli Los Angeles, C# 37,00( 18,08¢
May 2 Westwood Cente Los Angeles, C#£ 313,00t 176,61-
May 2 9665 Wilshire Blvd. Beverly Hills, CA 161,00( 92,34(
May 2 5670 Wilshire Blvd. Los Angeles, C/ 409,00( 113,27:
May 2 World Savings Cente Los Angeles, C/ 471,00( 204,98t
May 2 Sorrento Tower San Diego, C/ 599,00( 205,39:
May 2 701 B Stree San Diego, C/ 566,00( 183,50°
May 2 707 Broadway San Diego, C/ 170,00( 53,16¢

$ 1,643,58

In April 2006, the Corporation acquired a land gafor development at 1372 Peachtree Street, Iddatatlanta, Georgia, from an unrelated
third party for a net purchase price of approxinya$6,268. The land parcel was purchased with al#gl cash.

In May 2006, the Corporation acquired the Ardentfibo for a net purchase price of approximately@lr,314. The Corporation financed
Acquisition through a combination of a draw of #rire $1,300,000 available for borrowing undeerartloan, a draw of approximately
$140,000 under its existing unsecured credit fgcifivailable cash, the assumption of an approxm#58,480 outstanding mortgage loan
encumbering one of the properties and the issulyitiee Operating Company of 2,498,671 common wiitts limited liability company
membership interests, valued at approximately $&l,,t certain eligible limited partners of Arde® O'hese common units become
redeemable for cash or, at the Corporation’s elacshares of its common stock beginning one yean their issuance under the terms of the
Operating Company'’s limited liability company opiémg agreement. In addition, holders of these comnumuits are entitled to certain
registration rights pursuant to an agreement thp@ation entered into with such holders.

In accordance with Statement of Financial Accountandards No. 141, “Business Combinations,” thepGration allocated the net
purchase prices of the 1372 Peachtree land adquisihd the Arden Portfolio acquisition as follows:

1372

Arden Peachtree
Portfolio Land Total
Land $ 231,72 $ 6,26¢ $ 237,99
Building and improvement 1,234,07 — 1,234,07
Tenant improvemen 62,18¢ — 62,18¢
Leasing commissior 22,24( — 22,24(
In-place lease value at marl 58,81¢ — 58,81¢
Tenant relationship valt 74,89¢ — 74,89¢
Above market lease val 30,05¢ — 30,05¢
Below market lease valt (76,686 — (76,68¢)
$1,637,31. $ 6,26¢ $1,643,58.

14




Notes to the Consolidated Financial Statemer
$ in thousands, except share, unit and per shaveirat

Pro Forma Financial Information

The following pro forma results of operatioridtte Corporation for the nine months ended Sepezr8b, 2006 and 2005 are presented
as if the acquisition of the Arden Portfolio hactared on January 1, 20C

For the nine months ended

September 30,
2006 2005

Pro forma total revenue $ 691,74 $ 65343
Pro forma (loss) income from continuing operati $ (22,93) $ 7,87¢
Pro forma net incom $ 9,88: $ 62,66¢
Pro forma net income available to common stockhsl $ 8,78t $ 58,97(
Pro forma net income available to common stockhslger weighted average common shares

outstanding

Basic $ 0.0¢ $ 0.3¢

Diluted $ 0.0¢ $ 0.37
Pro forma weighted average shares outstanding; 157,087,18 154,390,88
Pro forma weighted average shares outstandingedi 157,087,18 160,044,52

4. UNCONSOLIDATED REAL ESTATE JOINT VENTURES

The Corporation participates in unconsolidassl estate joint ventures in various operatingpproes which are accounted for using
the equity method. In most instances, these popret managed by the Corporati

The following is a summary of the Corporatiooignership interest in its eight unconsolidated estate joint ventures and one
unconsolidated real estate development joint veratiSeptember 30, 2006 and December 31, -

Legal Interest @)

September 30 December 31
Entity Property and Location 2006 2005
Marina Airport Building, Ltd. Marina Towers, Los Angeles, C 50% 50%
Dresser Cullen Ventu Kellogg, Brown & Root Tower, Houston, 1 50% 50%
Main Street Partners, L. Bank One Center, Dallas, T 50% 50%
1114 TrizecHah-Swig, L.L.C. The Grace Building, New York, N' 50% 50%
1411 TrizecHah-Swig, L.L.C. 1411 Broadway, New York, N' 50% 50%
1460 Leasehold TrizecHahn Swig L.L.C./1460
Fee TrizecHahn Swig L.L.C 1460 Broadway, New York, N' 50% 50%
Trizec Plaza of the Americas, L. Plaza of the Americas, Dallas, 1 50% 50%
Waterview Investor, L.F Waterview Development, Arlington, V. 25% 25%
750 Ninth Street Parent, L.L.I Victor Building, Washington, D.C 50% 50%

@) The amounts shown above approximate the Corporatiegal ownership interest as of September 8062and December 31, 2005.
Cash flows from operations, capital transactiors et income are allocated to the joint venturergas in accordance with their
respective partnership agreements. The Corporatiirdre of these items is subject to change basedrmng other things, the
operations of the property and the timing and arhofioapital transaction:
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Unconsolidated Real Estate Joint Venture Financidinformation

The following represents combined summarized firdroformation of the Corporation’s unconsolidated! estate joint ventures:

Balance Sheet Information

September 3C December 31
2006 2005

Assets

Real estate, nt $ 738,93t $ 692,94¢

Other asset 219,25! 256,90¢
Total Assets $ 958,19 $ 949,85
Liabilities and Equity

Mortgage debt and other loa $ 1,027,05; $ 857,50¢

Other liabilities 56,94¢ 58,73

Partner’ (deficit) equity (125,80 33,61:
Total Liabilities and Equity $ 958,19 $ 949,85
Corporatior's share of (deficit) equit $ (82,899 $ 1,58(
Net excess of cost of investments over the net vadke of underlying asse 157,03( 160,83.
Reclassification of distributions in excess of istveents in unconsolidated real estate joint vest 71,82F 44 ,19(
Carrying Value of Corporation’s Investment In Unconsolidated Real Estate Joint \féures $ 145,95¢ $ 206,60:
Corporation’s Share of Mortgage Deb $ 489,33. $ 413,71
Income Statement Information

For the three months ended For the nine months ended
September 30 September 30
2006 2005 2006 2005

Total Revenues $ 60,96( $ 54,01 $177,61: $158,68!
Expenses

Operating and othe 30,16: 26,36¢ 84,44. 75,10¢

Depreciation and amortizatic 10,76¢ 6,28t 31,03¢ 18,40:
Total Expenses 40,93( 32,65¢ 115,47¢ 93,51(
Other Income (Expense

Interest and other incon 89¢ 467 2,39¢ 1,20¢

Interest expens (14,42 (12,649 (41,839 (36,39¢)
Total Other Expense (13,529 (12,189 (39,440 (35,189
Net Income $ 6,50¢ $ 9,17¢ $ 22,69: $ 29,98
Corporatior's share of net incon $ 3,24¢ $ 4,58C $ 11,32¢ $ 15,01¢
Amortization of net excess of cost of investmemnsrdhe net book value

of underlying assel (1,259 (1,28Y) (3,809 (3,14)
Income from unconsolidated real estate joint ventues $ 1,99 $ 3,29; $ 7,51¢ $ 11,87
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750 Ninth Street Parent, L.L.C.

In January 2006, 750 Ninth Street, L.L.C., allyrowned subsidiary of 750 Ninth Street Parent,.C., obtained an approximately
$106,000 non-recourse mortgage loan commitmentiwibéars interest at a fixed rate of 5.39%, isdales to mature in February 2016
and is collateralized by the Victor Building, loedtin Washington, D.C. Of the approximately $106,8®rtgage loan commitment,
approximately $95,000 was funded on the closing datl the balance will be funded in accordance thighterms and conditions of the
mortgage loan agreement. The approximately $950008an proceeds was distributed to the partneexcaordance with the partnership
agreement

Marina Airport Building, Ltd.

In March 2006, Marina Airport Building, Ltd.ptained an approximately $40,000 non-recourse rageidgoan, which bears interest at a
fixed rate of 5.84%, is scheduled to mature in APBiL6 and is collateralized by Marina Towers, tedain Los Angeles, California. The
approximately $40,000 of loan proceeds has beenhdited to the partners in accordance with théngaship agreemer

Waterview Investor, L.P.

In September 2005, three wholly-owned subsiekanf Waterview Investor, L.P., a joint venturenhich the Corporation owns a 25%
interest, entered into two loan agreements (“WatanDevelopment Loan A” and “Waterview Developménan B”) providing
construction financing for the development of that@/view project, located in Rosslyn, Virginia. T$218,300 Waterview Development
Loan A is being used to finance the constructiothefoffice building, initially bears interest atBOR plus a spread of 1.60%, matures in
August 2009 and is subject to two one-year extensgions. The LIBOR spread can be reduced to 1.85%tain performance measures
are achieved. The $78,000 Waterview DevelopmentlBé& being used to finance the construction efdbmbined hotel and residential
building, bears interest at LIBOR plus a spread.00%, matures in August 2009 and is subject todm@year extension options.
Concurrently, these entities entered into two ederate swap contracts to lock in a fixed interat. The swap contract on Waterview
Development Loan A, in an accreting notional amdtorn approximately $49,976 to approximately $157,3s effective as of October 3,
2005, bears a fixed interest rate of 4.28% and reaton October 1, 2007. The swap contract on Wiaterevelopment Loan B, in a
roller coaster notional amount from approximate®l$ to approximately $54,534, is effective Septenih@006, bears a fixed interest r
of 4.36% and matures on February 1, 2008. At Seipéei®0, 2006, the benefit to unwind the interet savap contract on Waterview
Development Loan A and Waterview Development Loar Bpproximately $928 and $210, respectively,ianmdcorded through other
comprehensive incom

For the three and nine months ended Septenth@0B6, the Corporation recorded, through othermprehensive income, an unrealized
derivative loss of approximately $180 and and uired gain of approximately $84, respectively, tethto these swap contrac

The Corporation and two of its subsidiarieszdc Holdings, LLC and Trizec Holdings OperatingQ@.Kcollectively, the “Trizec
Guarantors”), and JBG Investment Fund Ill LP (“*JB@d”) have agreed to guarantee the substantial completithre development of tt
office building component of the project as wellp@sformance under the swap agreement for Waterievelopment Loan A. JBG Fund
is guaranteeing substantial completion of the coexbihotel and residential building as well as panmce under the swap contract for
Waterview Development Loan B. The Waterview InvestoP. agreement has been amended to providaltitianal mandatory capital
contributions on a pro rata basis in the eventeeithe Trizec Guarantors or JBG Fund are requvddrid any excess obligations under the
applicable guarantees of Waterview Development kgaand B and the swap contracts mentioned at

Contributions, Advances and Distributions

During the nine months ended September 30,,26@8Corporation made cash and non-cash conwifeito and investments in its
unconsolidated real estate joint ventures in thigeagate amount of approximately $4,976 and capéélinterest on its investment in the
Waterview development project in the amoun
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approximately $378. The Corporation received distibns from its unconsolidated real estate joeritures in the aggregate amount of
approximately $102,041. Included in distributiorseaived from the Corporation’s unconsolidated esgéte joint ventures is
approximately $47,635 and approximately $20,000istributions received from 750 Ninth Street, L.Lahd Marina Airport Building
Ltd., respectively, as a result of proceeds reckfi@n mortgage loan financing

During the nine months ended September 30, 2085 Cdrporation made contributions to its unconstéidaeal estate joint ventures in-
aggregate amount of approximately $3,866 and deggthinterest payments on its investment in thedhléew development project in the
amount of approximately $575. The Corporation nesgtidistributions from its unconsolidated real &sjaint ventures in the aggregate
amount of approximately $22,033, which includesipproximately $6,368 distribution received from fatew Investor, L.P. as a result
of securing the financing referred to abc

The Corporation has received net distributions<ress of its investments in 1114 TrizecHahn-Swig,C., 1411 TrizecHahn-Swig,
L.L.C. (the “Swig Joint Ventures”) and Marina Aimpduilding, Ltd. At September 30, 2006 and Decenie 2005, such excess net
distributions totaled approximately $71,825 and,$88, respectively, and have been recorded in ettenued liabilities as the Corporat
is committed to provide financial support to thei®@Jdoint Ventures and Marina Airport Building, Lid.the future

Certain of the Corporation’s joint venture agreetaenclude provisions whereby, at certain specifietes, each party has the right to
initiate a purchase or sale of its interest injtiet ventures at an agreed upon fair value. Utldese provisions, the Corporation is not
obligated to purchase the interest of its outsiilet jventure partner:

. CONSOLIDATED REAL ESTATE JOINT VENTURES

Although the financial condition and results of mt@ns of the following real estate joint ventuags consolidated, there are unaffiliated
parties that own interests in these real estate y@intures. The Corporation consolidates thedeestate joint ventures because it owns at
least 50% of the respective ownership entitiesamdrols major decisions. The following is a sumynafrthe Corporation’s ownership in
consolidated real estate joint ventures at Septe8he2006 and December 31, 20

Legal Interest %)
September 30 December 31

Entity Property and Location 2006 2005
TrizecHahn 1065 Avenue of the Americas L.L 1065 Avenue of the Americas, New York, 99% 99.(%
Trizec 2001 M Street Holdings L.L.( 2001 M Street, Washington, D. 98% 98.(%
TrizecHahn Mic-Atlantic | Limited Partnershi Various 10C(% @ 98.(%

(Y

@

The amounts shown above approximate the Corpaoratiegal ownership interest as of September 8062nd December 31, 2005.
Cash flows from operations, capital transactiort gt income are allocated to the joint venturérais in accordance with their
respective partnership agreements. The Corporatahrdre of these items is subject to change bageahwng other things, the
operations of the property and the timing and arhofinapital transaction:

All outstanding JBG Units were redeemed for casbrpo September 30, 200
TrizecHahn Mid -Atlantic | Limited Partnership

The Corporation owned 100% of the general garmmits and 100% of the limited partnership u@id®G Units”) of TrizecHahn Mid-
Atlantic | Limited Partnership at September 30,208t December 31, 2005, the Corporation owned 100%e general partner units and
98% of the limited partnership units (“*JBG Unitgf) TrizecHahn Mid-Atlantic | Limited Partnershipt®ecember 31, 2005, the limited
partnership units were held by unrelated limitednmexs who had a right to redeem their JBG Unifeit@e2012, at a redemption value
equal to the fair market value of an equivalent hanof shares of common stock of Trizec Propertigmn redemption of the JBG Units,
TrizecHahn Mid-Atlantic | Limited Partnership wasquired to pay cash to the holder in an amountléqube redemption value, or the
Corporation had the option to assume directly aisdfy the redemption obligation of TrizecHahn I-Atlantic | Limited
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Partnership by paying the redemption value eith@aish or by issuing a number of shares of its comstock equal to the redemption
value. The change in redemption value was recoadeth allocation to minority interest in the coidated statements of operations. As of
September 30, 2006 all outstanding JBG Units wedeemed for cas

. MORTGAGE DEBT, OTHER LOANS AND UNSECURED CREDIT FAC ILITY

Total Debt
September 30, 2006 December 31, 2005
Weighted Weighted
Average Principal Average Principal
Interest Rates Balance Interest Rates Balance
Collateralized property loan
At fixed rates®) 5.92% $1,849,35 6.26% $1,847,09!
At variable rate: 6.4€% 58,48( — —
Other loans
At fixed rates 6.57% 15,997 6.57% 16,17¢
Total collateralized property and other loi 5.94% $1,923,82 6.2€% $1,863,27.
Unsecured credit facility and term lo¢
At fixed rates®) 6.62% $ 310,24« 6.57% $ 60,24t
At variable rate: 6.85% 1,574,25 5.38% 286,75!
Total unsecured credit facility and term Ic 6.81% $1,884,50! 5.5% $ 347,00(
6.37% $3,808,32: 6.1€% $2,210,27.

(1

=

Includes $400,000 of variable rate debt fixedtiyh interest rate swap contracts at Septembet08® and $150,000 of variable rate
debt fixed through interest rate swap contracBemember 31, 2005. See discussion be

Certain of the Corporati( s loans are cro-collateralized with, or subject to cr-default or cros-acceleration provisions in, other loa
Financing Related to the Acquisition of the Arden Brtfolio
New term loar

On May 2, 2006, in connection with the acqiositof the Arden Portfolio, the Corporation and tefats subsidiaries, Trizec Partners Real
Estate, LP (“TPRELP”) and Trizec Cal Holdings, L'CCHLLC,” and together with TPRELP, the “Borrowé&)ysentered into a Credit
Agreement (the “Term Loan Agreement”) with a graipenders led by Deutsche Bank Securities Inclead arranger and sole book-
running manager, and Deutsche Bank Trust Compangrisas, as administrative agent (‘DBTCA”"), to féteile the consummation of the
Corporation’s and its subsidiaries’ acquisitiortted Arden Portfolio. Under the Term Loan Agreeméms, Borrowers may borrow up to
$1,300,000 in a single draw (the “Term Loan”). Barrowers borrowed the entire $1,300,000 undeiT#ren Loan concurrently with
entering into the Term Loan Agreement. The TermrLAgreement expires in May 2007 and has two 6-meRrtansion options. The
Corporation currently is the sole guarantor untlerferm Loan but some of its subsidiaries may haired to become additional
guarantors under certain circumstances in thedu

The outstanding balance of the Term Loan igestitbo an interest rate of LIBOR plus 1.40% durihg initial one-year term, LIBOR plus
2.00% during the first extension period and LIBAORs®.50% during the second extension period. TérenTLoan is collateralized by a
first priority pledge of the Corporation’s indireavnership interests in the Borrowers. Under thmseof the Term Loan Agreement, the
Corporation is mandatorily required to use any alhdf the net proceeds from sales of its assetgstments in the Corporation by joint
venture partners, and debt or equity issuancelédZorporation or its subsidiaries to repay thetanding amounts of the Term Loan. In
addition, the Term Loan subjects the Corporatiooaidain financial covenants, including a totaldege ratio not to exceed 65% of its t
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assets, an interest coverage ratio of not lesstt¥dx and a fixed charge coverage ratio of nat fean 1.40x
Amendment to 2005 Unsecured Credit Facil

To enable the Corporation and its subsidigagsorrow the Term Loan and enter into the TermrLAgreement, and to provide additional
financial covenant flexibility, the Corporation aodrtain of its subsidiaries also entered intormermdment (the “Amendment”) to its
amended and restated unsecured credit facilitarfeended, the “2005 Unsecured Credit Facility”) oarth 31, 2006 with DBTCA, as
administrative agent, and various other lenders. Aimendment became effective on May 2, 2006 upadh omly upon, the execution of
the Term Loan Agreement as well as the satisfactfarertain conditions. The Amendment also conthia@rovision whereby the
Amendment would have been void and would not hadedny effect if the Term Loan Agreement had nehbexecuted, and certain other
conditions had not been satisfied, by July 31, 200& Amendment amended certain financial coveresteflected in the 2005
Unsecured Credit Facility by: (a) reducing the mmnm interest coverage ratio from 2.0x to 1.75x miyithe initial term of the 2005
Unsecured Credit Facility, but which ratio wouldreet back to 2.0x during the extension period;ré@ucing the minimum fixed charge
coverage ratio from 1.5x to 1.4x, but revertingkotc 1.5x during the extension period; and (c) marently increasing the maximum
permitted leverage ratio from 60% to 65%. The a@hiterm of the 2005 Unsecured Credit Facility egpiin October 2008, and has a one-
year extension optiol

The Corporation borrowed approximately $140,086er the 2005 Unsecured Credit Facility to furmbetiion of the purchase price of the
acquisition of the Arden Portfolic

Assumed mortgage loa

In conjunction with the acquisition of the ArdBortfolio, the Corporation assumed a $58,480 gagie¢ loan collateralized by one of the
acquired properties. The assumed mortgage loas bearest at LIBOR plus 1.15% and is scheduledature in May 2008. On July 14,
2006, the Corporation entered into an interesteapeagreement to limit the Corporation’s exposur¢he assumed mortgage loan if
LIBOR exceeds a rate above 8.00%. This interestaap has a maturity date of May 15, 2(

Swap transactior

In addition, to enable the Corporation to mmstain financial covenants contained in the TeparLand the 2005 Unsecured Credit
Facility that limit the percentage of its outstarglindebtedness that may bear interest at a variab#, the Corporation entered into a swap
transaction with The Bank of Nova Scotia (the “BafilNova Scotia”) on May 2, 2006 to convert theeneist rate on a notional amount of
$250,000 of the Corporation’s indebtedness fronmbde to fixed, at a fixed rate of 5.23% (the “Effiee Rate”). Under the swap
arrangement, which expires and will be settled syN007, the Corporation will pay to the Bank ofdd&cotia an amount equal to the
interest payment applicable on the $250,000 notiameount at the Effective Rate and the Bank of NBuatia will pay to the Corporation
an amount equal to the interest payment applicadlie same notional amount at a variable inteegstbased on LIBOR, which initially

is 5.04% and will be recalculated monthly. Suchpatments between the Corporation and the BankowilNscotia will occur monthly.

The Corporation may terminate the swap arrangemtearty time provided that the Corporation and thakBof Nova Scotia settle any
pending settlement amounts at such time of ternainz

Collateralized Property Loans
Property loans are collateralized by deedsust tor mortgages on properties and mature atwsudates between August 2007 and
March 2016

20




Notes to the Consolidated Financial Statemer
$ in thousands, except share, unit and per shaveirat

At September 30, 2006, the Corporation haddhewing interest rate swap contracts outstanding

Benefit
Notional Interest Maturity (Cost) to
Amount Rate Date Index Unwind
$ 250,00( 5.23% May 1, 2007 1-MO LIBOR $ 53
100,00( 5.58% March 15, 200¢ 1-MO LIBOR (742)
50,00( 5.62% March 15, 200¢ 1-MO LIBOR (400
$ 400,00( $(1,089)
At December 31, 2005, the Corporation had the fahg interest rate swap contracts outstand
Notional Interest Maturity Cost to
Amount Rate Date Index Unwind
$ 100,00( 5.58% March 15, 200¢ 1-MO LIBOR $(1,829)
50,00( 5.62% March 15, 200¢ 1-MO LIBOR (959
$ 150,00 $(2,779)

At September 30, 2006 and December 31, 20@5j¢bt hedged by the interest rate swap contreatclassified as fixed in the Total Debt
table above. For the three and nine months ende@i@ber 30, 2006, the Corporation recorded, thraatgr comprehensive income, an
unrealized derivative loss of approximately $1,abél an unrealized derivative gain of approxima$dly688, respectively, related to
interest rate swap contracts. For the three anelmionths ended September 30, 2005, the Corporattmnded, through other
comprehensive income, unrealized derivative gairapproximately $2,629 and $5,200, respectivellgtes to interest rate swap contra

In April 2006, the Corporation made schedulagrpents of approximately $135,500 on its fixed mmercial mortgage pass-through
certificates primarily by drawing on the 2005 Ungexd Credit Facility

Refinancing and Early Debt Retirement

In February 2006, the Corporation repaid anidee the mortgage loan collateralized by 1400 ke&t N.W., located in Washington, D.C.
The mortgage loan had a principal balance of apprately $20,781, bore interest at a fixed rate.@0% and was scheduled to mature in
May 2006. In conjunction with the repayment anéreetent of the mortgage loan, the Corporation réedra loss on early debt retirement
of approximately $11, comprised of the w-off of unamortized deferred financing cos

In March 2006, the Corporation refinanced tB28446 mortgage loan on One New York Plaza, lacatéNew York, New York, which
bore interest at a fixed rate of 7.27%, with a $800 mortgage loan bearing interest at a fixed s&®50% (or 5.14% after settlement of
forward-starting swap contracts as discussed bedo)scheduled to mature in March 2016. In Septe@®@5, the Corporation entered
into a forwardstarting swap contract, in the notional amount28&%000, at a swap rate of 4.53%, to lock in a maxn interest rate on tt
anticipated refinancing of the mortgage loan on 8ew York Plaza. In February 2006, the Corporagatered into an additional forward-
starting swap contract, in the notional amountf%700, at a swap rate of 5.11%, to lock in th&imam fixed interest rate on the
anticipated refinancing. Upon closing of the refioed mortgage loan, the Corporation received apmately $10,410 in settlement of the
two forward-starting swap contracts, which has beeorded in other comprehensive income. The ajmately $10,410 received in
settlement of the forward-starting swap contradtshe@ amortized into interest expense over the dif the mortgage loan. In addition, the
Corporation recorded a loss on early debt retiréroBapproximately $301, comprised primarily of thate-off of unamortized deferred
financing costs related to the refinanced mortdage.
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2005 Unsecured Credit Facility

The Corporatiors 2005 Unsecured Credit Facility consists of a $7@D revolver, bears interest at LIBOR plus a sphafa0.95% to 1.65¢
based on the Corporation’s total leverage and egpir October 2008, with a one-year extension optimaddition to the financial
covenants previously discussed, the financial carenunder the 2005 Unsecured Credit Facility mislude the requirement for the
Corporation’s net worth to be in excess of $1.8driland restrict dividends or distributions tomore than 90% of the Corporatigrfund:
from operations (as defined in the 2005 UnsecuredliCFacility agreement). If the Corporation igdiefault in respect of its obligations
under the 2005 Unsecured Credit Facility agreentivitiends will be limited to the amount necesgarymaintain the Corporation’s REIT
status. At September 30, 2006, the Corporationivaempliance with these financial covenal

At September 30, 2006, the amount eligible to bedveed under the Corporation’s 2005 Unsecured Creatiility was approximately
$750,000, of which approximately $584,500 was drawd outstanding. At December 31, 2005, the ameligible to be borrowed under
the Corporation’s 2005 Unsecured Credit Facilits\waaproximately $750,000 of which approximately 880 was drawn and
outstanding. Certain conditions of the 2005 Unsed@redit Facility may restrict the amount eligitdebe borrowed at any tim

Financing Activity Related to the Merger Agreement

On October 3, in conjunction with the Merger Agresit) the Corporation paid down approximately $3Q2@,@n its fixed rate commercial
mortgage pa-through certificates

On October 5, 2006, in conjunction with the closoighe Merger Agreement, the Corporation repa®@05 Unsecured Credit Facility,
which was approximately $584,500. At Septembei2B06, the 2005 Unsecured Credit Facility bore ggeat a variable rate of 6.95% i
was scheduled to mature in October 2(

On October 5, 2006, in conjunction with the closoighe Merger Agreement, the Corporation repadirm Loan Agreement, which w
approximately $1,300,000. At September 30, 2008,;Tierm Loan Agreement bore interest at a variadike of 6.75% and was schedule
mature in May 2007

7. MINORITY INTEREST - OPERATING COMPANY

On May 2, 2006, as part of the financing of thewssitjon of the Arden Portfolio, the Operating Caangy issued 2,498,671 common units
of its limited liability company membership intetevalued at $61,428, to certain eligible limitedtpers of Arden OP. The Corporation
owned an approximate 98.4% membership interesieiOperating Company at September 30, 2

8. STOCKHOLDERS’ EQUITY

Common Dividends

Dividend/
Distribution Total
Declaration Per Dividend/
2006 Date Record Date Payable Date Share/Unit Distribution
First Quartel 03/09/2001 03/31/200:¢ 04/17/2001 $0.2C $31,80:
Second Quarte 06/13/2001 06/30/200¢ 07/17/2001 $0.2C $32,18()
Third Quartel 09/08/200:1 09/22/200:! 09/29/2001 $0.2C $32,34¢2)

(1) Includes a prorated second quarter distributioapgfroximately $335 payable to the Operating Companitholders
(2) Includes a second quarter distribution of approxalye$500 payable to the Operating Company unitbsls
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Special Voting Stock Dividends

2006 Declaration Date Record Date  Payable Date Total Dividend
First Quarte! 03/09/2001 03/31/2001  04/17/200: $372
Second Quarte 06/13/2001 06/30/2001  07/17/200 $35¢
Third Quartel 09/08/200:! 09/22/2001  09/29/2001 $364

Class F Convertible Stock Dividends

On March 9, 2006, the Corporation declaredggregate annual dividend of approximately $5 feidtass F convertible stock, payable on
April 17, 2006, to the holders of record at theselof business on March 31, 20

Restricted Stock Rights

During the nine months ended September 30, 20@8Ctrporation awarded 238,748 restricted stocksighd 113,244 performance ba
restricted stock rights to certain employees. Thiestricted stock rights and performance basedctt stock rights had initial fair values
of approximately $5,607 and $2,656, respectivetyttee date of grant. The restricted stock rightt vatably over periods of one to five
years. The performance based restricted stocksrigigt ratably over a period of five years provitteat specific performance objectiv

are achieved. The fair value of the restrictedlstaghts will be charged to earnings as compensatgense over the vesting peri

During the nine months ended September 30,,28@6Corporation awarded 13,152 restricted stagtks to certain directors of the
Corporation. These restricted stock rights hadravédue of approximately $290 on the date of grdiie restricted stock rights vested
immediately and the fair value of the restricteat&trights was charged to earnings as compensaxijpanse

Compensation expense related to restrictedk stestricted units and restricted stock rightsaled approximately $2,161 and $892,
respectively, for the three months ended Septe®be2006 and 2005. Compensation expense relatestricted stock, restricted units
and restricted stock rights totaled approximat@y8$3 and $3,055, respectively, for the nine moetited September 30, 2006 and 2(

Employee Stock Purchase Plan

During the nine months ended September 30,,200860 shares were issued to employees und€dipmoration’s Employee Stock
Purchase Plan. The Employee Stock Purchase Platemaimiated as of June 30, 20

Stock Options

During the nine months ended September 30,,2¥€in employees of the Corporation exerciseldB® non-qualified employee stock
options. Proceeds to the Corporation from the ésemf such nc-qualified employee stock options were approxima$dl§,836.

Compensation expense related to non-qualifiepl@yee stock options totaled approximately $0 $2@, respectively, for the three months
ended September 30, 2006 and 2005. Compensatiemsxpelated to non-qualified employee stock opttotaled approximately $17 and
$67, respectively, for the nine months ended Selpéer80, 2006 and 200

Warrants
During the nine months ended September 30,,29€in employees and former employees of th@@ation exercised 18,250 warrants.
Proceeds to the Corporation from the exercise cif starrants were approximately $2i
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During the nine months ended September 30, 2006 shares held in treasury increased by appreeiyn®156 due to the forfeiture
of 3,800 shares of restricted common stock andtinendering of 3,983 common shares as paymematoftary withholdings for the

vesting of restricted common stox

Long-Term Outperformance Compensation Program

On June 4, 2006, in connection with the approvahefTrizec Merger, the Board of Directors of Tazapproved and adopted an
amendment to the Corporation’s long-term outperforoe compensation program (the “OPP”) in ordetqXhange the valuation date
under the OPP from the closing date of a changeritrol transaction to the date of signing of dardéfe agreement in connection with
any such change in control transaction (the “Sigridate”), @) to use the dollar value of the transaction abersition per share of comm
stock of Trizec in determining OPP awards to be eracconnection with the change in control, andt¢3djust the Peer Group TRS
calculations (under Section 1.3 of the OPP) totkege calculations off the Signing Date. The OPRradment also clarifies that OPP
awards would be made immediately prior to the algsif the transaction (and contingent thereon). OR® provides that awards made in
connection with a change in control will becoméyfiested upon the effective date of such chang®irol.

. EARNINGS PER SHARE

For the three months ended

For the nine months ended

September 30, September 30,

Computation of Basic Earnings per Share 2006 2005 2006 2005
(Loss) Income from continuing operatic $ (9,202 $ 992 $ (492) ¢ 49,81%
(Loss) Gain on disposition of real estate, — (90) — 16€
Less: Special voting and Class F convertible stolzlérs’

dividends (364) (1,312 (1,095 (3,696
(Loss) Income from Continuing Operations Availableto

Common Stockholders (9,56€) 8,52( (1,587 46,28
Discontinued operatior (257) 22,79 33,33 55,50¢
Net (Loss) Income Available to Common Stockholder $ (9,829 $ 31,317 $ 31,74¢ $§ 101,79
Basic Earnings per Common Shart
(Loss) Income from continuing operations availableommon

stockholder: $ (0.06) $ 0.0t $ (0.0)) $ 0.3C
Discontinued operatior — 0.1t 0.21 0.3€
Net (Loss) Income Available to Common Stockholdenger

Weighted Average Common Share Outstandin— Basic®) $ (0.06) $ 0.2 $ 0.2C $ 0.6¢€
Weighted average shares outstanding B 157,366,70 155,519,13 157,087,18 154,390,88

@) May not total the sum of the per share componamstd rounding
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For the three months ended For the nine months ended
September 30, September 30,

Computation of Diluted Earnings per Share 2006 2005 2006 2005
(Loss) Income from continuing operatic $ (9,202) $ 9,92: $ (492) $ 49,811
(Loss) Gain on disposition of real estate, — (90) — 16€
Less: Special voting and Class F convertible stolzlérs’

dividends (364) (1,317 (1,095 (3,696
(Loss) Income from Continuing Operations Availableto

Common Stockholders (9,56€) 8,52( (1,587%) 46,28’
Discontinued operatior (257) 22,79 33,33¢ 55,50¢
Net (Loss) Income Available to Common Stockholders $ (9,829 $ 31,317 $ 31,74¢ ¢ 101,79!
Diluted Earnings per Common Share
(Loss) Income from continuing operations availableommon

stockholder: $ (0.06) $ 0.0t % (0.0) $ 0.2¢
Discontinued operatior — 0.14 0.21 0.3t
Net (Loss) Income Available to Common Stockholdenger

Weighted Average Common Share Outstandin— Diluted ) $ (0.06) $ 0.2C $ 0.2C $ 0.6t
Weighted average shares outstant

Basic 157,366,70 155,519,13 157,087,18 154,390,88

Dilutive effect of securitie(2) — 3,307,76' — 3,154,96!

Diluted 157,366,70 158,826,90 157,087,18 157,545,85

@) May not total the sum of the per share componamstd rounding

(@ Represents the dilutive effect of stock optiaesfricted stock, restricted units, restricted lstaghts, warrants, potential shares to be
issued under the Corporat’s Lon¢-Term Outperformance Compensation Program and imile Operating Compan

The dilutive effect of securities for the three rtienended September 30, 2005 was calculated bask2007 per share, which represents
the average daily trading price for the three memihded September 30, 2005. The dilutive effestotrrities for the nine months ended
September 30, 2005 was calculated based on $26rGthpre, which represents the average daily gagtice for the nine months ended
September 30, 2005. Not included in the computatfadiluted net (loss) income available to commtmtkholders per share, as they
would have had an anti-dilutive effect were thédwing securities:
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For the three months ended For the nine months ended
September 30, September 30,
2006 2005 2006 2005
Stock options 3,177,11. — 4,028,31. 817,50(
Restricted stock, restricted units and restrictedksrights 1,846,88! — 2,117,06! 191
Warrants 1,280,04. — 1,305,79. 7,50(
Operating Company uni 2,498,67. — 2,498,67. —

10. CONTINGENCIES
Litigation

On June 6, 2006, two substantially identicapputed stockholder class action lawsuits relatetthé Merger Agreement were filed by the
same counsel in the Circuit Court of Cook Counitindis, Doris Staehr v. Trizec Properties, et @Lase No. 06CH11226) amtubert

Van Gent v. Trizec Properties, et @Lase No. 06CH11571), naming the Corporation act ekits directors as defendants. The lawsuits
allege, among other things, that the Corporatidivsctors were conflicted, unjustly enriched, andaged in self-dealing, and violated
their fiduciary duties to the Corporation’s stoclders in approving the Mergers, the Merger Agreemaad the other transactions
contemplated by the Merger Agreeme

The lawsuits seek to enjoin the completion of thergérs and the related transactions. Additionalilyong other things, the lawsuits s
class action status, rescission of, to the exteaady implemented, the Mergers, the Trizec Votggeement, the PMCI Voting
Agreement, and the termination fees, and costglmtdirsements incurred in connection with the latgsincluding attorneys’ and
expert’ fees.

On August 30, 2006, the Corporation and otledertants entered into a memorandum of understandth the plaintiffs regarding the
settlement of both lawsuits. In connection with ske¢tlement, the Corporation, the Operating Comp@idzyCanada and the Buyer Parties
agreed to certain amendments to the merger agre@memore fully described under Item 1.01 the GurReport on Form 8-K as filed
with the SEC on August 31, 20(

The Corporation is contingently liable undeaantees that are issued in the normal coursesifiéss and with respect to litigation and
claims arising from time to time. While the finaltoome with respect to claims and litigation pegdin September 30, 2006 cannot be
predicted with certainty, in the opinion of managem) any liability which may arise from such cogmcies would not have a material
adverse effect on the consolidated financial pasjtresults of operations or liquidity of the Cargition.

Concentration of Credit Risk

The Corporation maintains its cash and casivalpnts at financial institutions. The combined@ant balances at each institution
typically exceed Federal Deposit Insurance Corjpamgt FDIC”) insurance coverage and, as a reshére is a concentration of credit
risk related to amounts on deposit in excess ofFDurance coverage. Management believes thatiskigs not significant

The Corporation performs ongoing credit evabret of tenants and may require tenants to prostiee form of credit support, such as
corporate guarantees and/or other financial guaeantAlthough the Corporation’s properties are gagaigjcally diverse and tenants
operate in a variety of industries, to the extéet€orporation has a significant concentratioreotal revenue from any single tenant, the
inability of that tenant to make its lease paymeatsid have an adverse effect on the Corpora
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Environmental

The Corporation, as an owner of real estatg,ligect to various federal, state and local lamsenvironmental regulations. Under these
laws, the Corporation is exposed to liability pritheas an owner or operator of real property aaglsuch, may be responsible for the
cleanup or other remediation of contaminated prtyp

Contamination for which the Corporation mayliable could include historic contamination, spififshazardous materials in the course of
its tenants’ regular business operations and gpilieleases of petroleum or other hazardous sutx$aAn owner or operator can be liable
for contamination in some circumstances whetherobvithe owner or operator knew of, or was respdaddy, the presence of such
contamination. In addition, the presence of contathdn on property, or the failure to properly cleg or remediate such contamination
when present, may materially and adversely affex@bility to sell or lease such contaminated ptgpa to borrow using such property
collateral.

As an owner and operator of real property Gbeporation is also subject to various environmidatas that regulate the use, generation,
storage, handling, and disposal of any hazarddostances used in the ordinary course of its busjriesluding those relating to the
storage of petroleum in aboveground or undergratochge tanks, and the use of any ozone-deplatingtances in cooling systems. The
Corporation believes that it is in substantial ctieme with applicable environmental lav

Asbestos-containing material is present in sofrtee Corporatiors properties. Federal regulations require buildingers and operators
identify and warn, via signs and labels, of pot@rtiazards posed by workplace exposure to instabdstos-containing materials in their
building. The regulations also set forth employraiing and record keeping requirements pertaitorasbestos-containing materials and
potentially asbestos-containing materials. Sigaificfines can be assessed for violation of thega@lagons. Building owners and operators
may be subject to an increased risk of personahyjriawsuits by workers and others exposed to agb&®ntaining materials. The
regulations may affect the value of a building edmihg asbestos-containing materials. Federak stadl local laws and regulations also
govern the removal, release, encapsulation, dishuds handling and/or disposal of asbestos-contaimiaterials. Such laws may impose
liability for improper handling or a release to #evironment of asbest-containing materials, including the imposition abstantial fines

The cost of compliance with existing environita¢taws has not had a material adverse effecherCorporation’s financial condition and
results of operations, and the Corporation doedalitve it will have such an impact in the futureaddition, the Corporation has not
incurred, nor does it expect to incur, any matergts or liabilities due to environmental contaation at properties it currently owns or
has owned in the past. However, the Corporationatpredict the impact of new or changed laws gulaions on its properties or on
properties it may acquire in the future. The Cogtion has no current plans for substantial capitpenditures with respect to compliance
with environmental laws

Insurance

The Corporation carries insurance on its pridgenf types and in amounts that it believes adtiy insure all of its properties and are in
line with coverage obtained by owners of similaoperties. The Corporation has two wholly-owned iw@insurance companies,
Concordia Insurance L.L.C. (“Concordia”) and Chapriiegsurance L.L.C. (“Chapman”). Concordia under@siterrorism, general liability
and workers compensation insurance programs ferhitdly-owned properties. Chapman underwrites té&sno, general liability and
workers compensation insurance programs for th@@ation’s joint venture properties and propertigth respect to which the
Corporation has third-party management agreembrasfar as the Corporation owns Concordia and Claapihis responsible for their
liquidity and capital resources; the accounts ofi€@wsdia and Chapman are part of the Corporaticmrsalidated financial statements. If
the Corporation experiences a loss and Concordzhapman is required to pay under its insurancieips| the Corporation would
ultimately record the loss to the extent of suafuneed payment. The Corporation’s terrorism insaeaprogram maintains additional
coverage from thir-party commercial insurer
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11. SEGMENT INFORMATION

The Corporation has determined that its rejpptetaegments are those that are based on its mettitgrnal reporting, which classifies
its office operations by regional geographic afigas reflects a management structure with dediceggibnal leasing and property
management teams. The Corporation’s reportable asetgrby major metropolitan area for office operadiin the United States are:
Atlanta, Chicago, Dallas, Houston, Los Angeles/Baygo, New York, Washington, D.C. and other mark&tse Corporation primarily
evaluates operating performance based on intepeabting income, which is defined as total reveinckiding tenant recoveries,
parking, fee and other income less operating exgeasd property taxes. Internal operating incorse ialcludes properties designated as
held for disposition and reported as discontinyeerations. Properties included in discontinued atens for the three and nine months
ended September 30, 2006 and September 30, 2008édc one in Tulsa, OK; one in Los Angeles, CAge am St. Louis, MO; one in
Charlotte, NC; and three in Washington, D.C. Ind¢perating income excludes property related dggtien and amortization expense.
The accounting policies for purposes of internpbréing are the same as those described for thpoCation in Note 2 from the
Corporation’s 2005 Annual Report on Form 10-K, $igant Accounting Policies, except that real estagperations conducted through
unconsolidated joint ventures are consolidated proportionate line-by-line basis, as opposed éoettjuity method of accounting. All
key financing, investing, capital allocation andran resource decisions are managed at the corpevate

28




Notes to the Financial Statemen
$ in thousands, except share, unit and per shaveirat

The following presents internal operating incomerdgyortable segment for the three months endedeB8éytr 30, 2006 and 2005.

For the three months ended September 30, 2006 an@(5

Property Operations

Total property revenu
Total property expens

Internal Operating Income

Internal Property Assets

Property Operations

Total property revenu
Total property expens

Internal Operating Income

Internal Property Assets

Office Properties

Atlanta

Chicago

Dallas

Houston

Los Angeles/San Dieg

2006 2005

2006 2005

2006 2005

2006 2005

2006 2005

$ 20,20 $19,74
(9,100 (7,999

$ 16,90¢ $17,78¢
(8,147 (8,41))

$ 21,76¢ $ 22,29!

(13,22) (12,73)

$ 32,727 $ 30,48¢
(18,505 (16,759

$ 73,65, $ 32,32
(31,620 (14,656

$ 11,107 $11,75!

$ 8,76z $ 9,37-

$ 854t $ 9,562

$ 14,227 $13,73¢

$ 42,03 $17,67:

$395,56: $404,53¢ $489,94¢ $424,32¢ $2,703,83
Office Properties, continued
New York Washington, D.C. Other Markets Corporate & Other Total
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

$ 53,08 $52,92(
(26,597 (26,699

$ 36,45¢ $ 36,46(

(14,497 (13,84

$ 10,017 $15,88:
(5,394 (8,885

$ 3,967 $2,24¢
(91¢) (765

$ 268,77t $ 230,15-

(127,999 (110,740

$ 26,49: $ 26,22¢

$ 21,961 $ 22,62(

$ 4,627 $ 6,99¢

$ 3,044 $1,48C

$ 140,780 $ 119,41

$944,72:
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For the nine months ended September 30, 2006 and@D

Property Operations
Total property revenu
Total property expens

Internal Operating Income

Internal Property Assets

Property Operations
Total property revenu
Total property expens

Internal Operating Income

Internal Property Assets

Office Properties

Notes to the Financial Statemen
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The following presents internal operating incomerdgyortable segment for the nine months ended Bé@ie30, 2006 and 2005.

Atlanta

Chicago

Dallas

Houston

Los Angeles/San Dieg

2006 2005

2006 2005

2006 2005

2006 2005

2006 2005

$ 58,967 $ 58,73¢
(25,320 (23,819

$ 50,34: $ 55,54¢
(25,155 (25,490

$ 64,79 $ 64,85
(38,337 (35,339

$ 94,52¢ $ 87,76¢

(51,246 (45,999

$ 163,23¢ $ 83,06(
(69,480 (37,67)

$ 33,647 $ 34,92¢

$ 25,187 $ 30,05¢

$ 26,467 $ 29,51¢

$ 43,28( $41,77(

$ 93,75. $ 45,38!

$395,56. $404,53¢ $489,94¢ $424,32¢ $2,703,83
Office Properties, continued
New York Washington, D.C. Other Markets Corporate & Other Total
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

$152,60¢ $153,87:
(73,177 (75,239

$ 106,23: $104,35:

(40,637 (38,697

$ 32,49: $52,16¢
(17,244 (29,009

$ 8,59; $7,56¢
(1,784 2,23

$ 731,78¢ $ 667,92¢
(342,379 (309,00

$ 79,43. $ 78,64:

$ 65,60. $ 65,66

$ 15,24¢ $ 23,16:

$ 6,80t $9,80¢

$ 389,41( $ 358,92:

$944,72:

30

$218,751

$6,816,09!




The following is a reconciliation of internal optrg income to (loss) income from continuing opiEnas.

Internal property revent
Less: Real estate joint venture property reve
Less: Discontinued operatio

Total revenue

Internal property operating expen:
Less: Real estate joint venture operating expe
Less: Discontinued operatio

Total operating expenses and property t:

General and administratiy
Depreciation and amortizatic
Interest and other incon
Loss on early debt retireme
Recovery on insurance clair
Interest expens

Lawsuit settlemer

(Provision) Benefit for income and other corpotabees, ne

Minority interest

Income from unconsolidated real estate joint vess

(Loss) Income from Continuing Operations

The following is a reconciliation of internal prapeassets to consolidated total assets.

Internal property asse
Less: Pro rata real estate joint venture as

Add: Investment in unconsolidated real estate jearttures

Total Assets

For the three months endec

For the nine months endec

September 30, September 30,

2006 2005 2006 2005
$ 268,77¢ $ 230,15 $ 731,78 $ 667,92¢
(30,259 (26,76.) (88,099 (78,708
(82 (12,125 (2,709 (44,43)
238,44 191,26¢ 640,99: 544,78
(127,999 (110,740 (342,379 (309,00
15,09:¢ 13,21 42,34¢ 37,62(
137 6,14( 1,021 17,17
(112,769 (91,38¢) (299,01() (254,21()
(9,297 (9,119 (30,587 (28,139
(68,70%) (44,519 (176,59 (123,94%)
1,541 2,02¢ 4,77¢ 5,27¢
— (5,90¢) (312) (5,920)
— 74 11z 74
(59,859 (36,99¢) (144,74 (103,80:)
10¢€ 87t 52t 1,63¢
(70€) 93C (2,029 3,24¢
44 (629) (1,152) (1,059
1,99( 3,291 7,51¢ 11,87«
$ (9,20 $ 9,92 $ (499 $ 49,81:

September 3C
2006

$ 6,816,09
(588,37
145,95t



