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SECOND QUARTER REPORT June 30, 2009

Dear Shareholders:

Net income for the three months ended June 30, 2009 was $60 million or $0.15 per diluted share, compared with $45 million or $0.11 per
diluted share during the same period in 2008.

Funds from operations (“FFO”) was $148 million or $0.38 per diluted share for the three months ended June 30, 2009 compared with $157
million or $0.40 per diluted share during the same period in 2008.

Commercial property net operating income for the second quarter of 2009 was $338 million, compared with $341 million during the second
quarter of 2008 as a result of the impact of a weaker Canadian dollar and a lower contribution from non-managed properties. Absent these
items, commercial property net operating income increased 3% over the same period in the prior year.

During the second quarter, Brookfield Properties leased 725,000 square feet of space in its managed portfolio at an average net rent of $25
per square foot, which represents a 32% improvement versus the average expiring net rent of $19 on this space in the quarter. Additionally,
the company has improved its five-year lease rollover exposure by 240 basis points since the start of the year. Year-to-date leasing totals 2.5
million square feet. Brookfield’s managed portfolio occupancy rate finished the quarter at 95%.

HIGHLIGHTS OF THE SECOND QUARTER

Leased 725,000 square feet of space. Renewals represent 70% of the total with new leases representing the remainder. Second quarter
leasing highlights include:

Calgary — 163,000 square feet
e Afive-year, 161,000-square-foot lease with Bennett Jones at Bankers Hall

Toronto — 150,000 square feet
e  An 1ll-year, 58,000-square-foot lease with Globalive Wireless Management at Queen’s Quay Terminal
e Afive-year, 58,000-square-foot lease with Minister of Public Works at 151 Yonge St.

Washington, DC — 113,000 square feet
e A 10-year, 36,000-square-foot lease with Boston Consulting Group at One Bethesda Center

New York — 92,000 square feet
e  An eight-year, 14,000-square-foot lease with Jane Street Capital at One New York Plaza

Los Angeles — 89,000 square feet
e  Afive-year, 38,000-square-foot lease with Perkowitz & Ruth at Landmark Square

Refinanced or extended over $450 million of debt including Petro-Canada Centre, Calgary; Silver Spring Metro Plaza, 2401 Pennsylvania Ave.,
1250 Connecticut Ave. and 2000 L St., Washington, DC; RBC Plaza, Minneapolis; and Enbridge Tower, Edmonton. These financings carry a
current weighted average interest rate of 5.5%. The company has completed approximately 80% of $1 billion of financings due in 2009.

Achieved substantial completion of Bay Adelaide Centre West. The construction of the 51-story, 1.2-million-square-foot office development
in Toronto’s financial core was completed ahead of schedule, under budget and 73% pre-leased. The project is seeking a LEED Gold
certification.
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World Financial Center
One 1 99.3 1,603 52 1,655 58 1,713 100 1,713 (10) 1,703
Two 1 100.0 2,671 35 2,706 — 2,706 100 2,706 (16) 2,690
Three 1 95.4 1,254 — 1,254 53 1,307 100 1,307 (8) 1,299
Four 1 100.0 1,861 43 1,904 48 1,952 51 996 (6) 990
Retail 77.0 — 168 168 122 290 100 290 (2) 288
One Liberty Plaza 1 99.0 2,327 20 2,347 - 2,347 100 2,347 (14) 2,333
245 Park Avenue 1 93.3 1,719 68 1,787 — 1,787 51 911 (5) 906
300 Madison Avenue 1 100.0 1,089 5 1,094 — 1,094 100 1,094 (6) 1,088
7 98.1 12,524 391 12,915 281 13,196 11,364 (67) 11,297
Boston
53 State Street 1 88.6 1,164 30 1,194 41 1,235 100 1,235 (8) 1,227
75 State Street 1 85.3 771 25 796 235 1,031 100 1,031 (6) 1,025
2 87.3 1,935 55 1,990 276 2,266 2,266 (14) 2,252
Washington, D.C.
1625 Eye Street 1 100.0 370 16 386 185 571 100 571 (3) 568
701 9th Street 1 100.0 340 24 364 183 547 100 547 (3) 544
Potomac Tower 1 100.0 238 — 238 203 441 100 441 (3) 438
601 South 12th Street 1 100.0 309 — 309 — 309 100 309 — 309
701 South 12th Street 1 100.0 253 - 253 - 253 100 253 - 253
One Bethesda Center 1 99.0 160 19 179 — 179 100 179 — 179
6 99.9 1,670 59 1,729 571 2,300 2,300 (9) 2,291
Houston
1201 Louisiana Street 1 94.1 836 8 844 48 892 100 892 — 892
1 94.1 836 8 844 48 892 892 — 892
Denver
Republic Plaza 1 96.6 1,276 51 1,327 503 1,830 100 1,830 — 1,830
1 96.6 1,276 51 1,327 503 1,830 1,830 - 1,830
Minneapolis
33 South Sixth Street 2 91.2 1,108 370 1,478 325 1,803 100 1,803 — 1,803
RBC Plaza 2 93.6 610 442 1,052 196 1,248 100 1,248 — 1,248
4 92.2 1,718 812 2,530 521 3,051 3,051 — 3,051
Toronto
Brookfield Place
Bay Wellington Tower 1 98.9 1,299 41 1,340 — 1,340 100 1,340 — 1,340
Retail and Parking 1 97.5 - 53 53 690 743 70 520 - 520
22 Front Street 1 100.0 136 8 144 — 144 100 144 (15) 129
Exchange Tower 1 99.0 963 66 1,029 131 1,160 50 580 (64) 516
105 Adelaide 1 99.5 176 7 183 49 232 100 232 (25) 207
Hudson’s Bay Centre 1 97.2 536 261 797 295 1,092 100 1,092 (121) 971
Queen’s Quay Terminal 1 98.5 429 75 504 — 504 100 504 (56) 448
HSBC Building 1 97.1 188 6 194 31 225 100 225 (25) 200
8 98.5 3,727 517 4,244 1,196 5,440 4,637 (306) 4,331
Calgary
Bankers Hall 3 99.9 1,944 224 2,168 525 2,693 50 1,347 (149) 1,198
Petro Canada Centre 2 100.0 1,710 22 1,732 220 1,952 50 976 (107) 869
Fifth Avenue Place 2 99.9 1,428 47 1,475 206 1,681 50 841 (93) 748
7 99.9 5,082 293 5,375 951 6,326 3,164 (349) 2,815
Vancouver
Royal Centre 1 96.6 494 95 589 264 853 100 853 (94) 759
1 96.6 494 95 589 264 853 853 (94) 759
Other
Other 1 96.2 70 3 73 — 73 100 73 — 73
1 96.2 70 3 73 — 73 73 — 73
TOTAL DIRECT 38 97.2 29,332 2,284 31,616 4,611 36,227 30,430 (839) 29,591
U.S. FUND
New York
The Grace Building 1 94.1 1,537 20 1,557 — 1,557 49.9 777 (416) 361
One New York Plaza 1 99.2 2,554 31 2,585 — 2,585 100 2,585 (1,383) 1,202
Newport Tower 1 91.7 1,059 41 1,100 - 1,100 100 1,100 (589) 511
1065 Avenue of the Americas 1 70.5 642 40 682 - 682 99 675 (361) 314
1411 Broadway 1 77.6 1,149 38 1,187 36 1,223 49.9 610 (326) 284
1460 Broadway 1 98.2 211 9 220 - 220 49.9 110 (59) 51
6 90.8 7,152 179 7,331 36 7,367 5,857 (3,134) 2,723
Washington, D.C.
1200 K Street 1 97.6 366 24 390 44 434 100 434 (232) 202
1250 23rd Street 1 = 128 — 128 16 144 100 144 (77) 67
1250 Connecticut Avenue 1 79.2 163 21 184 26 210 100 210 (113) 97
1400 K Street 1 95.6 178 12 190 34 224 100 224 (120) 104
'”Represents the company’s consolidated interest before non-controlling interests
*Italic — Non-managed properties
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2000 L Street 1 89.6 308 75 383 — 383 100 383 (205) 178
2001 M Street 1 98.9 190 39 229 35 264 98 259 (139) 120
2401 Pennsylvania Avenue 1 86.9 58 19 77 16 93 100 93 (50) 43
Bethesda Crescent 3 88.9 241 27 268 68 336 100 336 (180) 156
One Reston Crescent 1 100.0 185 — 185 — 185 100 185 (99) 86
Silver Spring Metro Plaza 3 87.4 640 47 687 84 771 100 771 (413) 358
Sunrise Tech Park 4 98.2 315 1 316 — 316 100 316 (169) 147
Two Ballston Plaza 1 97.5 204 19 223 — 223 100 223 (119) 104
Victor Building 1 79.0 302 45 347 — 347 49.9 173 (92) 81
1550 & 1560 Wilson Blvd 2 87.0 248 35 283 76 359 100 359 (192) 167
22 87.8 3,526 364 3,890 399 4,289 4,110 (2,200) 1,910
Los Angeles
601 Figueroa 1 75.6 1,037 2 1,039 123 1,162 100 1,162 (622) 540
Bank of America Plaza 1 94.8 1,383 39 1,422 343 1,765 100 1,765 (944) 821
Ernst & Young Tower 1 72.9 910 335 1,245 391 1,636 100 1,636 (875) 761
Landmark Square 1 91.9 420 23 443 212 655 100 655 (350) 305
Marina Towers 2 93.0 356 25 381 87 468 50 234 (125) 109
5670 Wilshire Center 1 74.5 426 19 445 — 445 100 445 (238) 207
6060 Center Drive 1 89.2 253 15 268 113 381 100 381 (204) 177
6080 Center Drive 1 97.7 316 — 316 163 479 100 479 (256) 223
6100 Center Drive 1 94.0 294 — 294 168 462 100 462 (247) 215
701 B Street 1 84.9 523 37 560 — 560 100 560 (299) 261
707 Broadway 1 67.0 187 — 187 128 315 100 315 (168) 147
9665 Wilshire Blvd 1 89.4 171 — 171 64 235 100 235 (127) 108
Howard Hughes Spectrum 1 100.0 37 — 37 — 37 100 37 (20) 17
Howard Hughes Tower 1 65.9 334 2 336 141 477 100 477 (255) 222
Northpoint 1 75.9 105 — 105 45 150 100 150 (80) 70
Arden Towers at Sorrento 4 82.5 564 54 618 — 618 100 618 (330) 288
Westwood Center 1 91.0 304 25 329 — 329 100 329 (176) 153
Wachovia Center 1 85.4 486 14 500 161 661 100 661 (353) 308
22 83.8 8,106 590 8,696 2,139 10,835 10,601 (5,669) 4,932
Houston
Allen Center
One Allen Center 1 98.6 914 79 993 — 993 100 993 (531) 462
Two Allen Center 1 98.7 987 9 996 — 996 100 996 (533) 463
Three Allen Center 1 93.6 1,173 22 1,195 — 1,195 100 1,195 (639) 556
1400 Smith Street 1 100.0 1,229 38 1,267 — 1,267 100 1,267 (678) 589
Cullen Center
Continental Center | 1 95.1 1,048 50 1,098 411 1,509 100 1,509 (807) 702
Continental Center Il 1 84.0 428 21 449 81 530 100 530 (284) 246
KBR Tower 1 80.3 985 63 1,048 254 1,302 50 651 (348) 303
500 Jefferson Street 1 95.2 351 39 390 44 434 100 434 (232) 202
8 93.9 7,115 321 7,436 790 8,226 7,575 (4,052) 3,523
TOTAL U.S. FUND 58 89.0 25,899 1,454 27,353 3,364 30,717 28,143 (15,055) 13,088
CANADIAN FUND
Toronto
First Canadian Place 1 95.0 2,379 232 2,611 170 2,781 25 695 (76) 619
151 Yonge Street 1 97.8 289 10 299 72 371 25 93 (10) 83
2 Queen Street East 1 93.0 448 16 464 81 545 25 136 (15) 121
3 95.0 3,116 258 3,374 323 3,697 924 (101) 823
Calgary
Altius Centre 1 98.1 303 3 306 72 378 25 95 (11) 84
1 98.1 303 3 306 72 378 95 (11) 84
Ottawa
Place de Ville | 2 98.5 569 14 583 502 1,085 25 271 (30) 241
Place de Ville I 2 100.0 598 12 610 433 1,043 25 261 (29) 232
Jean Edmonds Towers 2 100.0 541 13 554 95 649 25 162 (18) 144
6 99.4 1,708 39 1,747 1,030 2,777 694 (77) 617
Edmonton
Canadian Western Bank 1 98.4 371 36 407 91 498 25 125 (14) 111
Enbridge Tower 1 100.0 184 — 184 30 214 25 54 (7) 47
2 98.9 555 36 591 121 712 179 (21) 158
TOTAL CANADIAN FUND 12 96.8 5,682 336 6,018 1,546 7,564 1,892 (210) 1,682
TOTAL PROPERTIES 108 93.7 60,913 4,074 64,987 9,521 74,508 60,465 (16,104) 44,361
Development and Redevelopment — — 16,206 — 16,206 — 16,206 14,992 (2,367) 12,625
TOTAL PORTFOLIO 108 93.7 77,119 4,074 81,193 9,521 90,714 75,457 (18,471) 56,986
TOTAL EXCLUDING
NON-MANAGED 89 95.0 71,117 3,821 74,938 8,502 83,440 68,913 (14,972) 53,941

mRepresents the company’s consolidated interest before non-controlling interests

*Italic — Non-managed properties
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FORWARD-LOOKING STATEMENTS

This interim report to shareholders contains forward-looking statements and information within the meaning of applicable securities
legislation. These forward-looking statements reflect management’s current beliefs and are based on assumptions and information currently
available to management of Brookfield Properties. In some cases, forward-looking statements can be identified by terminology such as “may,”
“wil expect,” “plan,” “anticipate,” “believe,” “intend,” “estimate,” “predict,” “forecast,” “outlook,” “potentia continue,” “should,”
“likely,” or the negative of these terms or other comparable terminology. Although management believes that the anticipated future results,
performance or achievements expressed or implied by the forward-looking statements and information are based upon reasonable
assumptions and expectations, the reader should not place undue reliance on forward-looking statements and information because they
involve assumptions, known and unknown risks, uncertainties and other factors that may cause the actual results, performance or
achievements of Brookfield Properties to differ materially from anticipated future results, performance or achievements expressed or implied
by such forward-looking statements and information. Factors that could cause actual results to differ materially from those set forth in the
forward-looking statements and information include, but are not limited to, general economic conditions; local real estate conditions,
including the development of properties in close proximity to the company’s properties; timely leasing of newly developed properties and re-

III “ ”nou ”nou ” ou III «“
’ ,

leasing of occupied square footage upon expiration; dependence on tenants’ financial condition; the uncertainties of real estate development
and acquisition activity; the ability to effectively integrate acquisitions; interest rates; availability of equity and debt financing; the impact of
newly adopted accounting principles on the company’s accounting policies and on period-to-period comparisons of financial results; and other
risks and factors described from time to time in the documents filed by the company with the securities regulators in Canada and the United
States including in the Annual Information Form under the heading “Business of Brookfield Properties — Company and Real Estate Industry
Risks.” The company undertakes no obligation to publicly update or revise any forward-looking statements or information, whether as a result
of new information, future events or otherwise, except as required by law.
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Management’s Discussion and Analysis of Financial Results
July 29, 2009

PART | — OBJECTIVES AND FINANCIAL HIGHLIGHTS

BASIS OF PRESENTATION

Financial data included in Management’s Discussion and Analysis (“MD&A”) for the three and six months ended June 30, 2009 includes
material information up to July 29, 2009. Financial data provided has been prepared in accordance with Canadian generally accepted
accounting principles (“GAAP”), with non-GAAP measures such as net operating income and funds from operations reconciled to appropriate
Canadian GAAP measures. All dollar references, unless otherwise stated, are in millions of US dollars except per share amounts. Amounts in
Canadian dollars are identified as “CS.”

The following discussion and analysis is intended to provide readers with an assessment of the performance of Brookfield Properties
Corporation (“Brookfield Properties”) over the past two years as well as our financial position and future prospects. It should be read in
conjunction with the consolidated financial statements and appended notes, which begin on page 55 of this report. In our discussion of
operating performance, we refer to net operating income and funds from operations on a total and per share basis. Net operating income is
defined as income from property operations after operating expenses have been deducted, but prior to deducting financing, administration,
depreciation and amortization and income tax expenses. Funds from operations is defined as net income prior to extraordinary items, one-
time transaction costs, income taxes, depreciation and amortization and certain other non-cash items. Net operating income is an important
measure that we use to assess operating performance, and funds from operations is a relevant measure in analyzing real estate, as
commercial properties generally appreciate rather than depreciate. We provide the components of net operating income and a full
reconciliation from net income to funds from operations on page 30. Net operating income and funds from operations are both non-GAAP
measures that do not have any standardized meaning prescribed by GAAP and therefore may not be comparable to similar measures
presented by other companies.

Additional information, including our Annual Information Form, is available on our Web site at www.brookfieldproperties.com, or on
www.sedar.com or Www.sec.gov.

OVERVIEW OF THE BUSINESS

Brookfield Properties is a publicly traded North American commercial real estate company listed on the New York and Toronto stock
exchanges under the symbol BPO. We operate in two principal business segments, the first being the ownership, development and
management of premier commercial office properties in select cities in North America, and the second being the development of residential
land. Since 2005, we have established and fully invested two core office funds for the purpose of enhancing our position as a leading real
estate asset manager. The U.S. Office Fund (a single-purpose fund established to acquire the Trizec portfolio) and the Canadian Office Fund (a
single-purpose fund established to acquire the O&Y portfolio) are discussed in further detail in Part Ill and Part IV, respectively, of this MD&A.
The term “Brookfield Properties Direct” (“Direct”) refers to those properties that are wholly-owned or owned through property-level joint
ventures. When referring to ownership of properties by the U.S. or Canadian Office Fund, such ownership percentage refers to that of the
applicable fund and not the proportionate percentage ownership of Brookfield Properties. Throughout our MD&A, we use the term
“proportional” (as shown in italics) to reflect a proportionate consolidation of our 47% effective interest in the U.S. Office Fund. Proportionate
amounts disclosed are non-GAAP financial measures and are based on our calculations.

At June 30, 2009, the book value of Brookfield Properties’ assets was $19.6 billion. During the three months ended June 30, 2009 we
generated $60 million of net income ($0.15 per diluted share) and $148 million of funds from operations ($0.38 per diluted share). During the
six months ended June 30, 2009 we generated $98 million of net income ($0.25 per diluted share) and $275 million of funds from operations
($0.70 per diluted share).
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FINANCIAL HIGHLIGHTS
Brookfield Properties’ financial results are as follows:

Three months ended June 30 Six months ended June 30
(Millions, except per share amounts) 2009 2008 2009 2008
Total revenue S 619 S 716 S 1,211 S 1,367
Net income 60 45 98 68
Net income per share - diluted 0.15 0.11 0.25 0.17
Common share dividends paid per share 0.14 0.14 0.28 0.28
Funds from operations 148 157 275 283
Funds from operations per share - diluted S 0.38 S 0.40 S 0.70 S 0.72

Jun. 30, 2009 Dec. 31, 2008

Total assets S 19,576 S 19,440
Commercial properties 14,914 14,901
Commercial property debt 11,674 11,505
Shareholders’ equity 3,401 3,410
Book value per share 8.73 8.75

COMMERCIAL PROPERTY OPERATIONS

Our commercial property portfolio consists of interests in 108 properties totaling 75 million square feet, including 10 million square feet of
parking. Our development/redevelopment portfolio comprises interests in 14 sites totaling 16 million square feet. Our primary markets are
the financial, energy and government center cities of New York, Boston, Washington, D.C., Houston, Los Angeles, Toronto, Calgary and
Ottawa. We intend to continue our strategy of maintaining a meaningful presence in a select number of North American cities with attractive
tenant bases.

We remain focused on the following strategic priorities:

e  Surfacing value from our properties through proactive leasing and select redevelopment initiatives;

e  Prudent capital management including the refinancing of mature properties;

e  Monetizing development assets as the economy rebounds and supply constraints create opportunities; and

e  Expanding our asset management platform through the growth of our existing office funds or through the establishment of new
funds.
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The following table summarizes our investment by market:

Brookfield Properties' Book Net Book
Number of Total Area Owned Interest Value Debt Equity
Region Properties (000's Sq. Ft.) (000's Sq. Ft.)(l) (Millions) (Millions) (Millions)
Direct
Midtown New York, New York 2 2,881 2,005 S 875 S 674 S 201
Downtown New York, New York 5 10,315 9,359 2,902 1,826 1,076
Boston, Massachusetts 2 2,266 2,266 831 576 255
Washington, D.C. 6 2,300 2,300 675 498 177
Toronto, Ontario 8 5,440 4,637 961 516 445
Calgary, Alberta 7 6,326 3,164 421 395 26
Denver, Colorado 1 1,830 1,830 275 160 115
Houston, Texas 1 892 892 154 100 54
Other 2 926 926 103 102 1
Corporate debt — — — — 426 (426)
34 33,176 27,379 7,197 5,273 1,924
U.S. Office Fund
Midtown New York, New York 1 1,557 777 639 189 450
Downtown New York, New York 2 3,685 3,685 1,281 394 887
Washington, D.C. 22 4,289 4,110 1,122 368 754
Houston, Texas 8 8,226 7,575 1,129 240 889
Los Angeles, California 6 5,686 5,452 1,266 361 905
U.S. Office Fund - Managed 39 23,443 21,599 5,437 1,552 3,885
Midtown New York, New York 3 2,125 1,395 596 119 477
Los Angeles, California 16 5,149 5,149 1,339 57 1,282
U.S. Office Fund - Non-Managed 19 7,274 6,544 1,935 176 1,759
Corporate Fund debt — — — — 3,957 (3,957)
58 30,717 28,143 7,372 5,685 1,687
Canadian Office Fund
Toronto, Ontario 3 3,697 924 228 85 143
Calgary, Alberta 1 378 95 17 18 (1)
Ottawa, Ontario 6 2,777 694 85 20 65
Other 2 712 179 15 17 (2)
12 7,564 1,892 345 140 205
Continuing Operations 104 71,457 57,414 S 14,914 S 11,098 S 3,816
Discontinued Operationsm 4 3,051 3,051 276 187 89
108 74,508 60,465 S 15,190 S 11,285 S 3,905
Office development sites 15,937 14,723 1,171 576 595
Redevelopment sites 269 269 154 — 154
Total 90,714 75,457 S 16,515 S 11,861 S 4,654

& Represents consolidated interest before non-controlling interests
@ RBC Plaza and 33 South Sixth Street in Minneapolis are currently classified as discontinued operations

We have historically explored property-level joint venture opportunities with strategic institutional partners. Although we plan to continue
with this endeavor, we also consider opportunities to pursue the acquisition of individual assets and portfolios through joint venture fund
vehicles. In 2005 we formed our Canadian Office Fund to acquire the O&Y portfolio and in 2006 we formed our U.S. Office Fund to
consummate the acquisition of the Trizec portfolio. Of our 108 commercial office properties, 27 are wholly owned, 11 are held in property-
level joint ventures or co-tenancies, and 70 are held in our funds.

Our Canadian Office Fund consists of a consortium of institutional investors, led and managed by us. Affiliates of the consortium members
own direct interests in property-level joint ventures and have entered into several agreements relating to property management, fees,
transfer rights and other material issues associated with the operation of the properties. We proportionately consolidate our interest in this
Fund. Our U.S. Office Fund consists of a consortium of institutional investors, which we lead and manage, investing through direct and indirect
investment vehicles who have also entered into several agreements relating to property management, fees, transfer rights and other material
issues associated with the operation of the properties. We fully consolidate this fund.
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We believe that investing our liquidity with these partners in fund formats enables us to enhance returns. The funds and associated asset
management fees represent an important area of growth as we expand our assets under management. Purchasing properties or portfolios of

properties in a fund format allows us to earn the following categories of fees:

e  Asset Management

e  Transaction

° Performance

Stable base fee for providing regular, ongoing services.

Development, redevelopment and leasing activities conducted on behalf of these funds.

Earned when certain predetermined benchmarks are exceeded. Performance fees, which can add

considerably to fee revenue, typically arise later in a fund’s life cycle and are therefore not fully

reflected in current results.

An important characteristic of our portfolio is the strong credit quality of our tenants. We direct special attention to credit quality, particularly
in the current economic environment, in order to ensure the long-term sustainability of rental revenues through economic cycles. Major
tenants with over 1,000,000 square feet of space in the portfolio include Bank of America/Merrill Lynch, U.S. and Canadian governments and
government agencies, Chevron U.S.A., Wells Fargo/Wachovia, CIBC, RBC Financial Group, Bank of Montreal and Petro-Canada. A detailed list
of major tenants is included in Part V (“Risks and Uncertainties”) of this MD&A, which begins on page 47.

Our strategy is to sign long-term leases in order to mitigate risk and reduce our overall retenanting costs. We typically commence discussions
with tenants regarding their space requirements well in advance of the contractual expiration, and although each market is different, the
majority of our leases, when signed, extend between 10- and 20-year terms. As a result of this strategy, less than 8% of our leases, on average,
mature annually over the next five years and excluding Bank of America/Merrill Lynch, our largest tenant, approximately 6% of our leases, on
average, mature annually over the next five years.

The following is a breakdown of lease maturities by region with associated in-place rental rates:

Total Portfolio Midtown New York Downtown New York Boston
Net Rent Net Rent Net Rent Net Rent
000's per 000's per 000's per 000's per
Year of Expiry Sq. Ft. % sq. Ft."| sq. Ft. % sq. Ft."|  sq. Ft. % sq. Ft."|  sq.Ft. % sq. Ft."
Currently available 4,093 6.3 683 10.5 245 1.8 253 12.7
Remainder 2009 1,040 1.6 S 22 258 4.0 S 19 59 0.4 S 25 15 0.8 S 30
2010 3,288 5.1 22 395 6.1 32 334 2.4 18 149 7.5 30
2011 4,593 7.1 25 132 2.0 36 662 4.8 35 454 22.8 43
2012 5,731 8.8 21 449 6.9 30 435 3.2 12 48 2.4 24
2013 11,181 17.2 29 751 11.5 34 4,761 34.7 35 32 1.6 28
2014 3,968 6.1 25 246 3.8 27 421 3.1 36 32 1.6 38
2015 6,958 10.7 21 344 5.3 29 2,172 15.8 20 3 0.2 45
2016 & beyond 24,135 37.1 30 3,269 49.9 51 4,630 33.8 34 1,004 50.4 31
Parking 9,521 — — 36 — — 281 — — 276 — —
74,508 100.0 6,563 100.0 14,000 100.0 2,266 100.0
Average market net rent s 28 S 50 S 28 S 28
Average market gross rent S 46 S 75 S 48 S 48
@net rent at expiration of lease
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Washington, D.C. Houston Los Angeles
Net Rent Net Rent Net Rent
000's Per 000's per 000's per
Year of Expiry Sq. Ft. % Sq. Ft. Sq. Ft. % Sq. Ft. Sq. Ft. % Sq. Ft.”
Currently available 476 8.5 503 6.1 1,409 16.2
Remainder 2009 282 50 S 24 40 05 $ 14 166 1.9 $ 23
2010 264 4.7 22 295 3.6 12 823 9.5 21
2011 201 3.6 27 784 9.5 14 868 10.0 21
2012 624 111 23 1,103 13.3 12 1,461 16.8 24
2013 418 7.4 26 770 9.3 12 894 10.3 30
2014 1,240 22.1 26 389 4.7 12 833 9.6 26
2015 313 5.6 35 906 10.9 14 408 4.7 25
2016 & beyond 1,801 32.0 44 3,490 42.1 19 1,834 21.0 28
Parking 970 — — 838 — — 2,139 — —
6,589 100.0 9,118 100.0 10,835 100.0
Average market net rent S 32 S 22 S 23
Average market gross rent S 52 S 34 S 37
@Net rent at expiration of lease
Toronto Calgary Ottawa
Net Rent Net Rent Net Rent
000's per 000's per 000's per
Year of Expiry Sq. Ft. % sq.Ft."|  sq.Ft. % sq.Ft."|  sq.Ft. % sq. Ft.")
Currently available 233 3.1 10 0.2 9 0.5
Remainder 2009 82 1.1 S 32 20 04 S 38 14 08 $ 12
2010 536 7.0 24 181 3.2 22 9 0.5 27
2011 522 6.9 24 680 12.0 25 9 0.5 14
2012 763 10.0 23 461 8.1 26 13 0.7 14
2013 1,466 19.2 25 502 8.8 28 1,135 65.0 17
2014 288 3.8 27 150 2.6 33 9 0.5 22
2015 744 9.8 25 1,181 20.8 26 543 31.0 12
2016 & beyond 2,984 39.1 20 2,496 43.9 27 6 0.5 26
Parking 1,519 — — 1,023 — — 1,030 — —
9,137 100.0 6,704 100.0 2,777 100.0
Average market net rent S 22 S 33 S 19
Average market gross rent S 44 S 47 S 33
@Net rent at expiration of lease
Denver Minneapolis Other
Net Rent Net Rent Net Rent
000's per 000's per 000's per
Year of Expiry Sq. Ft. % sq.Ft."|  sq.Ft % sq.Ft."”|  sq.Ft. % sq. Ft."
Currently available 46 3.4 197 7.8 29 2.3
Remainder 2009 34 26 $ 19 39 1.5 S 9 31 25 § 13
2010 85 6.4 21 62 2.5 11 155 12.4 12
2011 97 7.3 20 42 1.7 14 142 11.3 15
2012 88 6.6 19 196 7.7 17 90 7.2 15
2013 152 11.5 23 195 7.7 7 105 8.4 17
2014 133 10.0 17 184 7.3 15 43 3.4 12
2015 60 4.5 20 142 5.6 3 142 11.3 18
2016 & beyond 632 47.7 22 1,473 58.2 13 516 41.2 12
Parking 503 — — 521 — — 385 — —
1,830 100.0 3,051 100.0 1,638 100.0
Average market net rent S 20 S 15 S 22
Average market gross rent S 32 S 27 S 39

@Net rent at expiration of lease
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COMMERCIAL DEVELOPMENT AND REDEVELOPMENT

We hold interests in 16 million square feet of high-quality, centrally-located development and redevelopment sites at various stages of
planning and construction. We will seek to monetize these sites through development only when our risk-adjusted return hurdles are met and
when preleasing targets with one or more lead tenants have been achieved. We currently have four projects under development and one
project under redevelopment, as outlined on page 16 of this MD&A.

The following table summarizes our commercial development projects at June 30, 2009:

Other
Number  Owned Share- Net
of Interest Owned holder’'s Owned
(Square feet in 000’s) Region Description Sites % Total Interest” Interest Interest
Direct
Manhattan West New York Between 31st and 33rd Streets across from the 1 100% 5,400 5,400 — 5,400
Farley Post Office
77 K Street Washington Adjacent to Union Station 1 50% 327 164 (4) 160
Bay Adelaide Centre  Toronto Bay and Adelaide Streets 1 100% 2,600 2,600 (286) 2,314
Brookfield Place Il Toronto Third phase of Brookfield Place project 1 54% 800 432 (48) 384
Bankers Court Calgary East and West Parkades adjacent to Bankers Hall 1 50% 500 250 (28) 222
Herald Site Calgary One block from our existing Calgary assets 1 100% 1,200 1,200 (132) 1,068
1501 Tremont Place  Denver One block from Republic Plaza 1 100% 733 733 — 733
Block 173 Denver One block from Republic Plaza 1 100% 600 600 - 600
8 12,160 11,379 (498) 10,881
U.S. Office Fund
Reston Crescent Washington 36 acre landscaped campus in Reston, Virginia 1 100% 1,000 1,000 (535) 465
1500 Smith Street Houston Adjacent to 1400 Smith Street 1 100% 500 500 (267) 233
Allen Center Clay Houston Located in the heart of the Allen Center / Cullen 1 100% 600 600 (321) 279
Street Center complex
Five Allen Center Houston Adjacent to the Allen Center 1 100% 1,100 1,100 (587) 513
4 3,200 3,200 (1,710) 1,490
Canadian Office Fund
300 Queen Street Ottawa Third phase of Place de Ville project 1 25% 577 144 (16) 128
1 577 144 (16) 128
13 15,937 14,723  (2,224) 12,499
Redevelopment
1225 Connecticut Washington Downtown Washington, D.C. 1 100% 269 269 (143) 126
Total development and redevelopment 14 16,206 14,992 (2,367) 12,625

@ Represents the company’s consolidated interest before non-controlling interests

RESIDENTIAL DEVELOPMENT

Through our residential development business segment, we develop residential land and conduct homebuilding operations. Operations are
currently focused in five markets: Alberta and Ontario in Canada, and Colorado, Texas and Missouri in the U.S. These business units primarily
entitle and develop land in master-planned communities and then sell these lots to other homebuilders. However, in Alberta and Ontario we
also build and sell homes.

We intend to continue to grow this business over time by selectively acquiring land that either enhances our existing inventory or provides the
residential development groups with attractive projects that are consistent with our overall strategy and management expertise.

We classify our residential development business into three categories: land held for development; land under development; and housing
inventory. Costs attributable to land held for development include costs of acquiring land as well as general infrastructure costs to service the
land within a community. These costs are not directly related to saleable lots. Once development of a phase begins, the associated costs with
that phase are transferred from land held for development to land under development, which includes all underlying costs that are
attributable to the phase of saleable lots, including costs of the underlying land, roads, and parks. Included in housing inventory is associated
land as well as construction costs.
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The following table summarizes our residential land development at June 30, 2009:

Under Development Housing Inventory Held for Development
Number of Book Number of Book Number of Book
(S in Millions) Lots/Acres Value Units Value Acres Value
Single Family (Lots)
Alberta 2,531 S 256 118 $ 15 6,188 S 434
Ontario 53 3 365 41 1,892 58
Colorado 997 57 — - 2,628 153
Texas 105 5 — — 4,063 112
Missouri 94 3 — — 205 11
Total Single Family (Lots) 3,780 S 324 483 S 56 14976 S 768
Total Single Family (Acre Equivalent)(“ 662
Multi-Family and Commercial (Acres)
Alberta 140 $ 46 212§ 40 - S -
Colorado 10 2 — - — —
Texas 1 — — — — —
Total Multi-Family and Commercial (Acres) 151 S 48 212§ 40 — S —
Total Book Value Land Under Development S 372 S 96 S 768

wRepresents lots converted to acres based on a conversion factor of four to seven lots per acre depending on region
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PERFORMANCE MEASUREMENT
The key indicators by which we measure our performance are:

e Netincome per share;

° Net operating income;

e  Funds from operations per share;

e  Overall indebtedness level;

e  Weighted average cost of debt; and

e  Occupancy levels.
Although we monitor and analyze our financial performance using a number of indicators, our primary business objective of generating
reliable and growing cashflow is monitored and analyzed using net income, net operating income and funds from operations. While net
income is calculated in accordance with GAAP, net operating income and funds from operations are both non-GAAP financial measures that
do not have any standardized meaning prescribed by GAAP and are therefore unlikely to be comparable to similar measures presented by

other companies. We provide the components of net operating income and a full reconciliation from net income to funds from operations on
page 30 of this MD&A.

Net Income
Net income is calculated in accordance with GAAP. Net income is used as a key indicator in assessing the profitability of the company.

Net Operating Income

Net operating income is defined as income from property operations after operating expenses have been deducted, but prior to deducting
financing, administration, depreciation and amortization and income tax expenses. Net operating income is used as a key indicator of
performance as it represents a measure over which management has control. We measure the performance of management by comparing
the performance of the property portfolio adjusted for the effect of current and prior year dispositions and acquisitions.

Funds from Operations

Funds from operations is defined as net income prior to extraordinary items, one-time transaction costs, income taxes, depreciation and
amortization, and certain other non-cash items. While we believe that funds from operations is the most relevant measure to analyze real
estate, as commercial properties generally appreciate rather than depreciate, we believe that funds from operations, net operating income
and net income are all relevant measures. Funds from operations does not represent or approximate cash generated from operating activities
determined in accordance with GAAP and should not be considered an alternative to GAAP measures. Accordingly, we provide a reconciliation
of funds from operations to net income, consistent with the definition provided as set out above. A reconciliation is not provided to cashflow
from operating activities, as it is often subject to fluctuations based on the timing of working capital payments.

KEY PERFORMANCE DRIVERS
In addition to monitoring and analyzing performance in terms of net income, net operating income and funds from operations, we consider
the following items to be important drivers of our current and anticipated financial performance:

° Increases in occupancies by leasing vacant space;

° Increases in rental rates as market conditions permit; and

e  Reduction in occupancy costs through achieving economies of scale and diligently managing contracts.

We also believe that the key external performance drivers are:
e  The availability of equity capital at a reasonable cost;
e  The availability of debt capital at a cost and on terms conducive to our goals; and

e  The availability of new property acquisitions that fit into our strategic plan.
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PART Il — FINANCIAL STATEMENT ANALYSIS

ASSET PROFILE
Our total asset book value was $19.6 billion at June 30, 2009, up $0.2 billion as compared to December 31, 2008 largely as a result of the
strengthening of the Canadian dollar. The following is a summary of our assets:

Proportional“’ Consolidated Consolidated
(Millions) Jun. 30, 2009 Jun. 30, 2009 Dec. 31, 2008
Commercial properties S 11,006 $ 14914 S 14,901
Commercial developments 1,190 1,325 1,225
Residential developments 1,236 1,236 1,196
Receivables and other 873 926 918
Intangible assets 356 596 637
Restricted cash and deposits 65 82 116
Cash and cash equivalents 176 202 157
Assets related to discontinued operations(z) 295 295 290
Total S 15,197 S 19,576 S 19,440

& Reflects Brookfield Properties’ effective 47% interest in the U.S. Office Fund
@ Includes $276 million of commercial properties and 519 million of other assets associated with discontinued operations at June 30, 2009 (December 31, 2008 -
5271 million and $19 million, respectively)

COMMERCIAL PROPERTIES

The book value of our commercial properties was $14.9 billion as at June 30, 2009 consistent with the balance at December 31, 2008. The
consolidated carrying value of our North American commercial properties is approximately $260 per square foot, significantly less than the
estimated replacement cost of these assets.

A breakdown of our commercial properties by region is as follows:

Brookfield Properties' Jun. 30, 2009 Dec. 31, 2008

Total Area Owned Interest Book Value Book Value Book Value Book Value
Region (000's Sq. Ft.) (000's Sq. Ft.)(“ (Millions) per Sq. Ft. (Millions) Per Sq. Ft.
Midtown, New York, New York 4,438 2,782 §$ 1,514 S 544 S 1,523 § 547
Downtown, New York, New York 14,000 13,044 4,183 321 4,206 322
Boston, Massachusetts 2,266 2,266 831 367 825 364
Washington, D.C. 6,589 6,410 1,797 280 1,801 281
Houston, Texas 9,118 8,467 1,283 152 1,290 152
Los Angeles, California 5,686 5,452 1,266 232 1,261 231
Toronto, Ontario 9,137 5,561 1,189 214 1,147 206
Calgary, Alberta 6,704 3,259 438 134 421 129
Ottawa, Ontario 2,777 694 85 122 81 117
Denver, Colorado 1,830 1,830 275 150 274 150
Other 1,638 1,105 118 107 114 103
Total Managed 64,183 50,870 12,979 255 12,943 254
Midtown, New York, New York 2,125 1,395 596 427 603 432
Los Angeles, California 5,149 5,149 1,339 260 1,355 267
Total Non-Managed 7,274 6,544 1,935 296 1,958 303
Continuing operations 71,457 57,414 14,914 260 14,901 260
Discontinued operations 3,051 3,051 276 90 271 89
Total 74,508 60,465 $ 15,190 S 251 S 15,172 S 251

@ Represents the company’s consolidated interest before non-controlling interests

TENANT INSTALLATION COSTS AND CAPITAL EXPENDITURES

Upon the signing of the majority of our leases, we provide a capital allowance for tenant improvements for leased space in order to
accommodate the specific space requirements of the tenant. In addition to this capital, leasing commissions are paid to third-party brokers
representing tenants in lease negotiations. Tenant improvements and leasing commissions are capitalized in the year incurred, amortized over
the term of the lease and recovered through rental payments. Expenditures for tenant installation costs for the three and six months ended
June 30, 2009 totaled $30 million and $68 million, respectively, compared with the $17 million and $35 million during the same periods in
2008, respectively.
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Tenant installation costs are summarized as follows:

Three months ended June 30 Six months ended June 30
(Millions) 2009 2008 2009 2008
Leasing commissions S 3 S 4 5 17 S 9
Tenant improvements 27 13 51 26
Total S 30 S 17 S 68 S 35

We also invest in ongoing maintenance and capital improvement projects to sustain the high quality of the infrastructure and tenant service
amenities in our properties. Capital expenditures for the three and six months ended June 30, 2009 totaled $16 million and $25 million,
respectively, compared with $19 million and $31 million during the same periods in 2008, respectively. These expenditures exclude repairs
and maintenance costs, a portion of which are recovered through contractual tenant cost recovery payments. The decrease in capital
expenditures is due primarily to a reduction in capital projects as compared to the prior year. Capital expenditures include revenue-enhancing
capital expenditures, which represent improvements to an asset or reconfiguration of space to increase rentable area or increase current
rental rates, and non-revenue-enhancing expenditures, which are those required to extend the service life of an asset. These expenditures are
recoverable in some cases. For the three and six months ended June 30, 2009, $5 million and $7 million of our total capital expenditures are
recoverable, compared to $6 million and $9 million during the same periods in 2008, respectively.

ASSETS RELATED TO DISCONTINUED OPERATIONS

At June 30, 2009 and at December 31, 2008, four properties met the criteria for being classified as discontinued operations; the RBC Plaza
buildings, including Gaviidae | and Il, and 33 South Sixth Street in Minneapolis. At June 30, 2009, we have reclassified $295 million of assets
(December 31, 2008 - $290 million) and $202 million of liabilities (December 31, 2008 - $217 million) to assets and liabilities related to
discontinued operations, respectively, in connection with these properties.

COMMERCIAL DEVELOPMENTS

Commercial developments consist of commercial property development sites, density rights and related infrastructure. The total book value
of development land and infrastructure was $1,325 million at June 30, 2009, an increase of $100 million from $1,225 million at December 31,
2008. The increase is primarily attributable to continued active construction at a number of development sites as well as the impact of foreign
exchange, offset by the reclassification of Waterview, which consists of residential condominiums and a hotel in Washington D.C., to other
assets.

The details of the commercial property development portfolio and related book values are as follows:

Sq. Ft. Currently

Buildable  Under Construction Book Value Book Value
(Millions) Sq. Ft. (000’s) (000’s) Jun. 30, 2009 Dec. 31, 2008
Active developments
Bay Adelaide Centre, Toronto 2,600 1,160 S 596 S 510
Reston Crescent, Washington, D.C. 1,000 185 73 70
77 K Street, Washington, D.C. 327 327 46 44
Bankers Court, Calgary 500 265 50 40
4,427 1,937 765 664
Planning
Manhattan West, New York 5,400 278 269
Herald Site, Calgary 1,200 51 47
Others 77 75
1500 Smith Street, Houston 500
Five Allen Center, Houston 1,100
Allen Center Clay Street, Houston 600
1501 Tremont Place, Denver 733
Block 173, Denver 600
Brookfield Place IIl, Toronto 800
300 Queen Street, Ottawa 577
Total developments 15,937 1,937 1,171 1,055
Redevelopment
1225 Connecticut Avenue, Washington, D.C. 269 269 154 151
Reclassified to other assets
Waterview, Washington, p.c.W 19
Total developments and redevelopments 16,206 2,206 S 1,325 S 1,225

mDuring the first quarter of 2009, this property was reclassified to other assets
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Although we are generally not a speculative developer, we are a full-service real estate company with in-house development expertise. With
16 million square feet of high-quality, centrally-located development and redevelopment properties in New York, Washington, D.C., Houston,
Toronto, Calgary, Ottawa and Denver, we will undertake developments when our risk-adjusted returns and preleasing targets have been
achieved. The following is a summary of the development activity currently taking place:

Bay Adelaide Centre in Toronto represents one of our largest development projects. Ground-breaking on Phase | of this project took
place in July of 2006 and construction is substantially complete. Phase | represents 1.2 million square feet of a three-phase project
that is expected to total 2.6 million square feet and be ready for tenancy at the end of 2009. Due to the continuous construction on
Phase | as well as the impact of foreign exchange, the book value of this site has increased by $86 million since December 31, 2008.

Reston Crescent, a development project acquired with the Trizec portfolio in the fourth quarter of 2006, is a 36 acre landscaped
campus where construction is substantially complete on Two Reston Crescent, an 185,000 square foot building. As a result of
construction progress to date, the book value of this project has increased by $3 million since December 31, 2008.

Construction on Bankers Court in Calgary, a 500,000 square foot, two-building project, commenced in the third quarter of 2006.
Active development of the first building, totaling 265,000 square feet, is substantially complete and the building is 100% leased. The
book value of this site has increased by $10 million since December 31, 2008.

Construction on 77 K Street in Washington, D.C., a development project we acquired in July 2006, commenced in the fourth quarter
of 2006. As a result of capitalized costs and active construction, the book value of this site has increased by $2 million since
December 31, 2008. Construction on this site is substantially complete.

1225 Connecticut Avenue in Washington, D.C. is a property that was acquired as part of the Trizec portfolio. This site was reclassified
to redevelopment in the third quarter of 2007. The book value increased by $3 million since December 31, 2008 as a result of
capitalized costs. Construction on this site is substantially complete.

Expenditures for development and redevelopment of commercial properties totaled $49 million and $91 million in the three and six months
ended June 30, 2009, respectively, compared with $98 million and $186 million during the same periods in 2008, respectively. The decrease is
due to lower construction costs as a result of reaching substantial completion on a number of projects as mentioned above.

The details of development and redevelopment expenditures are as follows:

Three months ended June 30 Six months ended June 30

(Millions) 2009 2008 2009 2008

Construction costs 5 28 S 83 S 58 S 154

Interest capitalized 13 15 25 31

Property taxes and other — — — 1

Tenant improvements 8 - 8 -

Total S 49 S 98 S 91 S 186

Further details on our active developments as at June 30, 2009 are as follows:
Square Feet
Currently Owned Interest!”

Under Expected Estimated Total Estimated

Construction Date of % Investment Total  Construction Amount NOI at

(Millions) (000’s) Completion Pre-leased to Date Investment Loan Drawn Stabilization
Active developments

Bay Adelaide Centre, Toronto 1,160  Complete® 73% S 441 S 465 S 361 S 279 S 33

Reston Crescent, Washington, D.C. 185 Complete(z) 31% 47 64 — — 4

77 K Street, Washington, D.C. 327  Complete® — 46 64 52 33 5

Bankers Court, Calgary 265 Complete(z) 100% 50 52 42 37 4

Total 1,937 S 584 $ 645 S 455 S 349 S 46

Redevelopments
1225 Connecticut, Washington, D.C. 269 Complete(z) 100% 154 175 - - 12
Total 2,206 S 738 S 820 S 455 § 349 S 58

wRepresents the company’s consolidated interest before non-controlling interests
(Z)Substantially complete as at June 30, 2009

16

Q2/2009 Interim Report



RESIDENTIAL DEVELOPMENTS

Our residential development operations are focused in five markets: Alberta, Ontario, Colorado, Texas and Missouri. The book value of these
investments at June 30, 2009 was $1,236 million, compared with $1,196 million at the end of 2008. The increase was primarily attributable to

foreign exchange fluctuations due to the strengthening of the Canadian dollar since December 31, 2008.

The details of our residential development property portfolio are as follows:

(Millions) Jun. 30, 2009 Dec. 31, 2008
Under development S 372 S 390
Housing inventory 96 88
Held for development 768 718
Total S 1,236 S 1,196

The details of our land under development, housing inventory and land held for development are as follows:

Number of Lots/Acres

Book Value (Millions)

Under development Jun. 30, 2009 Dec. 31, 2008 Jun. 30, 2009 Dec. 31, 2008
Single Family (Lots)
Alberta 2,531 2,960 S 256 S 267
Ontario 53 180 3 7
Colorado 997 998 57 60
Texas 105 106 5 5
Missouri 94 94 3 5
Total Single Family (Lots) 3,780 4,338 S 324 S 344
Total Single Family (Acre Equivalent)(” 662 744
Multi-Family and Commercial (Acres)
Alberta 140 141 S 46 S 44
Colorado 10 10 2 1
Texas 1 6 - 1
Total Multi-Family and Commercial (Acres) 151 157 5 48 S 46
Total Book Value Land Under Development S 372 S 390

mRepresents lots converted to acres based on a conversion factor of four to seven lots per acre depending on region

Number of Units

Book Value (Millions)

Housing Inventory Jun. 30, 2009 Dec. 31, 2008 Jun. 30, 2009 Dec. 31, 2008

Single Family
Alberta 118 86 S 15 S 14
Ontario 365 388 41 40
483 474 56 54

Multi-Family
Alberta 212 173 40 34
Total 695 647 S 96 S 88

Number of Acres

Book Value (Millions)

Held for Development Jun. 30, 2009 Dec. 31, 2008 Jun. 30, 2009 Dec. 31, 2008
Alberta 6,188 6,200 S 434 S 408
Ontario 1,892 1,854 58 46
Colorado 2,628 2,628 153 146
Texas 4,063 3,734 112 99
Missouri 205 221 11 19
Total 14,976 14,637 S 768 S 718

Brookfield Properties Corporation
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RECEIVABLES AND OTHER ASSETS

Receivables and other assets increased slightly to $926 million at June 30, 2009 from $918 million at December 31, 2008 . The variance is

primarily the result of the impact of foreign exchange offset by the repayment of a real estate mortgage receivable balance.

The components of receivables and other assets are as follows:

(Millions) Jun. 30, 2009 Dec. 31, 2008
Accounts receivable S 122 S 137
Straight-line rent and free rent receivables 422 409
Real estate mortgages — 21
Residential receivables and other assets 252 241
Prepaid expenses and other assets 130 110
Total S 926 S 918

INTANGIBLE ASSETS

We have $596 million of lease origination costs, tenant relationships, above-market leases and below-market ground leases, net of related
accumulated amortization at June 30, 2009 (December 31, 2008 - $637 million), which resulted from acquisitions of individual commercial

properties and portfolios in recent years.

The components of intangible assets are as follows:

(Millions)

Jun. 30, 2009

Dec. 31, 2008

Intangible assets

Lease origination costs S 386 S 382
Tenant relationships 460 499
Above-market leases and below-market ground leases 62 66
5 908 S 947

Less accumulated amortization
Lease originations costs (187) (151)
Tenant relationships (106) (138)
Above-market leases and below-market ground leases (19) (21)
Total net S 596 S 637

RESTRICTED CASH AND DEPOSITS

Cash and deposits are considered restricted when there are limits imposed by third parties that prevent its use for current purposes.
Restricted cash and deposits decreased to $82 million at June 30, 2009 from $116 million at December 31, 2008. The decrease is principally a

result of the payment of property tax escrows related to certain of our properties during 2009.

CASH AND CASH EQUIVALENTS

We endeavor to maintain liquidity to ensure that we can react quickly to potential investment opportunities. This liquidity consists of cash,
which contributes investment returns, as well as committed lines of credit. To ensure we maximize our returns, cash balances are generally

carried at a modest level and excess cash is used to repay revolving credit lines.

As at June 30, 2009, cash balances increased to $202 million from $157 million at December 31, 2008 principally as a result of cash advances

on our revolving credit lines, offset by cash utilized in our active development and redevelopment activities.
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LIABILITIES AND SHAREHOLDERS’ EQUITY
Our asset base of $19.6 billion is financed with a combination of debt, capital securities and preferred and common equity. The components of
our liabilities and shareholders’ equity over the past two years are as follows:

(1)

Proportional Consolidated Consolidated
(Millions) Jun. 30, 2009 Jun. 30, 2009 Dec. 31, 2008
Liabilities
Commercial property debt S 8,661 S 11,674 S 11,505
Accounts payable and other liabilities 998 1,181 1,241
Intangible liabilities 390 638 707
Future income tax liability 234 234 174
Liabilities related to discontinued operations‘zl 202 202 217
Capital securities - corporate 923 923 882
Capital securities - fund subsidiaries - 427 711
Non-controlling interests - fund subsidiaries — 508 212
Non-controlling interests - other subsidiaries 60 60 68
Preferred equity - subsidiaries 328 328 313
Shareholders' equity
Preferred equity - corporate 45 45 45
Common equity 3,356 3,356 3,365
Total 5 15,197 S 19,576 S 19,440

@ Reflects Brookfield Properties’ effective 47% interest in the U.S. Office Fund
includes S$187 of commercial property debt and 515 million of other liabilities related to discontinued operations at June 30, 2009 (December 31, 2008 — $199
and S18 million, respectively)

COMMERCIAL PROPERTY DEBT

Commercial property debt totaled $11.7 billion at June 30, 2009, compared with $11.5 billion at December 31, 2008. The increase is
attributable to additional advances on our Corporate Revolver, various refinancings, and the impact of foreign exchange. These increases were
offset by principal amortization payments. Commercial property debt at June 30, 2009 had a weighted average interest rate of 4.81%
(December 31, 2008 — 5.07%). The decrease is largely attributable to the reduction in LIBOR during the first half of 2009, as $2.7 billion of our
floating rate debt within the U.S. Office Fund and more than $1.1 billion of floating rate debt outside of the U.S. Office Fund is based on LIBOR.
Almost all of our Direct commercial property debt is recourse only to specific properties, thereby reducing the overall financial risk to the
company. Our U.S. Office Fund debt is recourse to the Fund entities.

We attempt to match the maturity of our commercial property debt portfolio with the average lease term of our properties. At June 30, 2009,
the average term to maturity of our commercial property debt was six years, compared to our average lease term of seven years.
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The tightening of the credit markets has posed a significant challenge to property owners and managers. However, in spite of these
conditions, we have had success in refinancing or extending $765 million of commercial property debt during the first six months of 2009. We
believe completing these financings in this tough credit environment is a validation of our strategy of owning high-quality assets in North
America’s top markets. The details are as follows:

Balance at

(Millions) Interest Rate % Maturity Date Mortgage/Loan Jun. 30, 2009"
First Quarter

Corporate Revolver Refinanced LIBOR + 375bps June 2011 S 388 S 322

Bethesda Crescent Extended 6.90% April 2011 33 32

Two Ballston Plaza Extended 6.90% April 2011 25 24
Second Quarter

2000 L Street Refinanced LIBOR + 400bps April 2014 56 55

RBC Plaza Refinanced LIBOR + 350bps April 2012 70 69

Petro-Canada Centre Refinanced 6.38% June 2014 188 188

Enbridge Tower Refinanced 6.50% July 2019 5 5
Total S 765 S 695

@ Net of transaction costs

We have $688 million of committed corporate credit facilities consisting of a $388 million revolving credit facility and a $300 million line from
Brookfield Asset Management (“BAM”). At June 30, 2009, the balance drawn on these facilities, was $322 million and nil, respectively
(balances drawn at December 31, 2008 were $221 million and nil, respectively). Interest expense related to the line from BAM totaled $0.5
million and $1 million for the three and six months ended June 30, 2009, respectively, compared to nil and nil for the same periods in 2008. At
the time of the Trizec acquisition, we obtained a new $600 million term loan facility at a rate of LIBOR + 275 basis points. The outstanding
balance at June 30, 2009 on this facility was $104 million (December 31, 2008 - $104 million) and matures on September 30, 2009.

As at June 30, 2009, we had $15 million (December 31, 2008 - $15 million) of indebtedness outstanding to BAM and its affiliates. Interest

expense related to this indebtedness totaled nil and nil for the three and six months ended June 30, 2009, respectively (2008 — nil and nil,
respectively).
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The details of commercial property debt at June 30, 2009 are as follows:

Jun. 30, 2009™7

(S in millions) Location Rate % Maturity Date Proportional”  Consolidated Mortgage Details

Direct

West 31% Street™” New York 1.86 October 2009 S 105 S 105 Partial-recourse, floating rate
RBC Plaza" Minneapolis 6.00 December 2009 29 29 Non-recourse, fixed rate
77 K Street” Washington, D.C. 4.43 April 2010 33 33  Non-recourse, fixed rate
Bay Adelaide Centre!”® Toronto 1.78 July 2010 279 279 Non-recourse, floating rate
Bankers Court"! Calgary 1.89 October 2010 37 37 Non-recourse, floating rate
245 Park Avenue New York 6.65 February 2011 224 224  Non-recourse, fixed rate
Queen’s Quay Terminal Toronto 7.26 March 2011 29 29  Non-recourse, fixed rate
Fifth Avenue Place Calgary 7.59 August 2011 61 61  Non-recourse, fixed rate
1201 Louisiana Street Houston 6.73 September 2011 100 100 Non-recourse, fixed rate
Potomac Tower Washington, D.C. 4.72 November 2011 75 75 Non-recourse, fixed rate
300 Madison Avenue New York 1.35 April 2012 50 50 Non-recourse, floating rate
Exchange Tower Toronto 6.83 April 2012 52 52  Non-recourse, fixed rate
RBC Plaza® Minneapolis 5.50 April 2012 69 69  Non-recourse, floating rate
Royal Centre Vancouver 4.96 May 2012 102 102  Non-recourse, fixed rate
HSBC Building Toronto 8.19 October 2012 19 19  Non-recourse, fixed rate
105 Adelaide Toronto 5.32 February 2013 19 19  Non-recourse, fixed rate
Bay Wellington Tower Toronto 6.49 April 2013 286 286 Non-recourse, fixed rate
Hudson’s Bay Centre v Toronto 5.20 May 2013 94 94  Non-recourse, fixed rate
75 State Street Boston 5.50 June 2013 296 296  Partial-recourse, floating rate
Two World Financial Center New York 6.91 September 2013 354 354 Non-recourse, fixed rate
Four World Financial Center New York 6.95 September 2013 209 209 Non-recourse, fixed rate
601 South 12th Street Washington, D.C. 5.42 October 2013 52 52  Non-recourse, fixed rate
701 South 12th Street Washington, D.C. 5.42 October 2013 43 43 Non-recourse, fixed rate
Bankers Hall Calgary 7.20 November 2013 146 146 Non-recourse, fixed rate
Republic Plaza Denver 5.14 April 2014 160 160 Non-recourse, fixed rate
Petro-Canada Centre Calgary 6.38 June 2014 188 188  Partial recourse, fixed rate
1625 Eye Street Washington, D.C. 6.00 September 2014 123 123 Non-recourse, fixed rate
Two World Financial Center New York 10.80 September 2014 117 117  Non-recourse, floating rate
53 State Street Boston 5.96 August 2016 280 280 Non-recourse, fixed rate
One Bethesda Washington, D.C. 5.66 October 2016 53 53  Non-recourse, fixed rate
One World Financial Center New York 5.83 February 2017 309 309 Non-recourse, fixed rate
One Liberty Plaza New York 6.14 September 2017 837 837 Non-recourse, fixed rate
West 33" Street” New York 5.90 April 2018 122 122 Non-recourse, fixed rate
22 Front Street Toronto 6.24 October 2020 17 17 Non-recourse, fixed rate
33 South Sixth Street® Minneapolis 8.72 May 2028 89 89 Non-recourse, fixed rate
701 9th Street Washington, D.C. 6.73 December 2028 152 152  Non-recourse, fixed rate
300 Madison Avenue New York 7.26 April 2032 400 400 Non-recourse, fixed rate
Total Direct 6.01 S 5610 S 5,610

U.S. Office Fund

Silver Spring Metro Plaza® Washington, D.C. 6.00 July 2009 S 60 S 97  Non-recourse, floating rate
2401 Pennsylvania Avenue® Washington, D.C. 6.00 July 2009 11 17  Non-recourse, floating rate
1250 Connecticut® Washington, D.C. 6.00 July 2009 28 44 Non-recourse, floating rate
Waterview Washington, D.C. 2.32 August 2010 3 5 Non-recourse, floating rate
Two Ballston Plaza Washington, D.C. 6.90 April 2011 15 24  Non-recourse, fixed rate
Bethesda Crescent Washington, D.C. 6.90 April 2011 20 32  Non-recourse, fixed rate
1460 Broadway New York 5.11 November 2012 — 11  Non-recourse, fixed rate
5670 Wilshire Los Angeles 2.37 May 2013 — 57  Non-recourse, floating rate
1400 Smith Street Houston 5.77 October 2013 149 240 Non-recourse, fixed rate
Ernst & Young Plaza Los Angeles 5.07 February 2014 68 109 Non-recourse, fixed rate
2000 L Street Washington, D.C. 4.32 April 2014 34 55 Non-recourse, floating rate
Grace Building New York 5.54 July 2014 117 189 Non-recourse, fixed rate
1411 Broadway New York 5.50 July 2014 — 108 Non-recourse, fixed rate
Bank of America Plaza Los Angeles 5.31 September 2014 143 231  Non-recourse, fixed rate
2001 M Street Washington, D.C. 5.25 December 2014 27 44  Non-recourse, fixed rate
Victor Building Washington, D.C. 5.39 February 2016 31 50 Non-recourse, fixed rate
One New York Plaza New York 5.50 March 2016 244 394 Non-recourse, fixed rate
Marina Towers Los Angeles 5.84 April 2016 13 21 Non-recourse, fixed rate
U.S. Fund Pool debt — 6.84 May 2011 143 305 Non-recourse, fixed rate
U.S. Fund corporate debt® — 2.82 October 2011 1,287 3,059 Non-recourse, fixed/floating rate
U.S. Fund Pool debt — 1.07 October 2011 279 593  Non-recourse, floating rate
Total U.S. Office Fund 3.83 S 2672 S 5,685

@ Represents the company’s consolidated interest before non-controlling interests
@Inet of 547 million of transaction costs

mReﬂects Brookfield Properties’ effective 47% interest in the U.S. Office Fund

“pevelopment debt

) commercial property debt of 5187 million relates to discontinued operations

©Has two one-year extension options available at maturity. The criteria to extend the first option to 2011 has been met as of June 30, 2009

"tas a two-year extension option to May 2015 which is available to the company provided certain debt service and loan-to-value thresholds are met
) Property debt is cross-collateralized

©)as at June 30, 2009 $1 billion of this debt has been swapped to fixed rate at an average rate of 1.38%
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Jun. 30, 2009™?

(S in millions) Location Rate % Maturity Date Proportionalm Consolidated Mortgage Details
Canadian Office Fund
Place de Ville | Ottawa 7.81 November 2009 S 5 S 5 Non-recourse, fixed rate
First Canadian Place Toronto 8.06 December 2009 51 51 Non-recourse, fixed rate
151 Yonge Street Toronto 6.01 June 2012 10 10 Non-recourse, fixed rate
Jean Edmonds Tower Ottawa 5.55 January 2014 1 1 Non-recourse, fixed rate
2 Queen Street East Toronto 5.64 December 2017 24 24 Non-recourse, fixed rate
Altius Centre Calgary 5.64 December 2017 18 18 Non-recourse, fixed rate
Canadian Western Bank Edmonton 5.64 December 2017 12 12 Non-recourse, fixed rate
Enbridge Tower Edmonton 6.50 July 2019 5 5 Non-recourse, fixed rate
Jean Edmonds Tower Ottawa 6.79 January 2024 14 14  Non-recourse, fixed rate
Total Canadian Office Fund 6.77 S 140 S 140
Corporate
Term Facility - 3.06 September 2009 S 104 S 104 Recourse, floating rate
Corporate Revolver — 4.15 December 2010 — —  Recourse, floating rate
Corporate Revolver — 4.06 June 2011 322 322 Recourse, floating rate
Total Corporate S 426 S 426
Total Commercial Property Debt 4.81 S 8848 $ 11,861
wRepresents the company’s consolidated interest before non-controlling interests
et of $47 million of transaction costs
B’Reflects Brookfield Properties’ effective 47% interest in the U.S. Office Fund
M’Represents corporate line from BAM
Commercial property debt maturities for the next five years and thereafter are as follows:
Weighted-
Average
Scheduled Interest Rate at
(Millions) Amortization'”! Maturities Total® Jun. 30, 2009
Remainder 2009 S 77 S 453 S 530 5.21%
2010 179 354 533 3.49%
2011% 207 4,834 5,041 3.37%
2012 204 248 452 6.05%
2013 64 1,313 1,377 5.88%
2014 and thereafter 665 3,263 3,928 5.89%
Total commercial property debt S 1,396 S 10,465 S 11,861 4.81%
Dpgid through our annual cash flows
@ Includes $187 million of commercial property debt related to discontinued operations at June 30, 2009 (December 31, 2008 -5199 million)
B’Corporate mezzanine debt of 53,059 million within the U.S. Office Fund matures in 2011
CONTRACTUAL OBLIGATIONS
The following table presents our contractual obligations over the next five years and thereafter:
Payments Due By Period
(Millions) Total Less than 1 year 2 -3 Years 4 -5 Years After 5 Years
Commercial property debt™ $ 11,861 $ 530 $ 5574 $ 1,829 $ 3,928
Residential development debt 477 410 64 3 —
Capital securities - corporate 923 — 172 173 578
Interest expense(z)
Commercial property debt 2,714 362 931 546 875
Capital securities - corporate 250 25 92 75 59
Capital securities - fund subsidiaries” 121 14 56 51 —
Minimum rental payments - ground leases'” 1,475 14 54 55 1,352

Dnet of transaction costs and includes $187 million of debt associated with discontinued operations

”’Represents aggregate interest expense expected to be paid over the term of the debt, on an undiscounted basis, based on current interest and foreign
exchange rates

Excludes redeemable equity interests

M’Represents payments on properties situated on land held under leases or other agreements
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Corporate Guarantees and Contingent Obligations

We conduct our operations through entities that are fully or proportionately consolidated in our financial statements except for our
investment in Brookfield LePage Johnson Controls and a 23.75% investment in Oakridges, a residential development project in Toronto, which
are both equity accounted.

We may be contingently liable with respect to litigation and claims that arise in the normal course of business as well as for certain obligations
of our associates in joint ventures. In addition, we may execute agreements that provide for indemnifications and guarantees to third parties.
Disclosure of guarantees, contingencies and commitments can be found in Note 23 to our consolidated financial statements.

ACCOUNTS PAYABLE AND OTHER LIABILITIES

Accounts payable and other liabilities totaled $1,181 million at June 30, 2009, compared with $1,241 million at December 31, 2008. Accounts
payable and accrued liabilities decreased to $509 million from $598 million at December 31, 2008 primarily due to the settlement of accrued
interest payable associated with debt securities within the U.S. Office Fund in conjunction with the reorganization of ownership interests in
the Fund. There was also a reduction in our residential payables as a result of slowing activity in that business. Land development debt
increased to $477 million from $434 million at December 31, 2008. This financing is primarily recourse in nature to the underlying residential
development properties and relates to construction and development loans, which are repaid from the sales proceeds of building lots and
homes, and other short-term advances. As new homes are constructed, loans are funded on a rolling basis. This financing had a weighted
average interest rate of 2.96% at June 30, 2009 (December 31, 2008 — 3.87%).

A summary of the components of accounts payable and other liabilities is as follows:

(Millions) Jun. 30, 2009 Dec. 31, 2008
Accounts payable and accrued liabilities S 509 S 598
Straight-line rent payable 76 70
Residential payables and accrued liabilities 119 139
Land development debt 477 434
Total S 1,181 S 1,241

INTANGIBLE LIABILITIES
Intangible liabilities consist of below-market tenant leases and above-market ground lease obligations assumed on acquisitions, net of related
accumulated amortization.

The components of intangible liabilities are as follows:

(Millions) Jun. 30, 2009 Dec. 31, 2008
Intangible liabilities
Below-market leases S 960 S 996
Above-market ground lease obligations 39 40
999 1,036
Less accumulated depreciation
Below-market leases (353) (322)
Above-market ground lease obligations (8) (7)
Total net S 638 S 707

FUTURE INCOME TAXES
At June 30, 2009, we had a future income tax liability of $234 million broken out as follows:

(Millions) Jun. 30, 2009 Dec. 31, 2008
Future income tax assets related to non-capital losses and capital losses S 189 S 170
Future income tax liabilities related to difference in tax and book basis, net (423) (344)
Total net $ (234) $ (174)

Together with our Canadian subsidiaries, we have future income tax assets of $39 million (December 31, 2008 - $45 million) that relate to non-
capital losses which expire over the next 20 years and $89 million (December 31, 2008 - $73 million) that relate to capital losses which have no
expiry. Our U.S. subsidiaries have future income tax assets of $61 million (December 31, 2008 - $52 million) that relate to net operating losses
which expire over the next 20 years.

In December 2008, the company’s wholly-owned U.S. office properties subsidiary, Brookfield Properties, Inc. (“BPI”), determined that it would
elect to be taxed as a real estate investment trust (“REIT”) pursuant to the Internal Revenue Code section 856. The REIT election was effective
as of January 1, 2008. In general, a corporation that distributes at least 90% of its REIT taxable income to its shareholders in any taxable year,
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and complies with certain other requirements (relating primarily to its organization, the nature of its assets and the sources of its revenues) is
not subject to United States federal income taxation to the extent of the income which it distributes. The company believes that BPI
substantially met the qualifications for REIT status as of December 31, 2008 and intends for it to satisfy all such qualifications in the future.

The company believes that BPI will not be liable for income taxes at the federal level in the United States, or in most of the states in which it
operates, in future years.

Income earned in our Canadian and U.S. operations conducted outside of the REIT structures, as well as distributions from the REIT structures,
are subject to corporate tax. The company’s tax loss pools are available to reduce cash tax obligations.

CAPITAL SECURITIES — CORPORATE

Pursuant to CICA Handbook section 3862, “Financial Instruments — Disclosure and Presentation,” financial instruments that may be settled, at
our option, in cash or the equivalent value of a variable number of the company’s equity instruments are required to be presented as a
liability. Accordingly, certain of our Class AAA preferred shares are classified as liabilities under the caption “Capital securities.”

We have the following capital securities — corporate outstanding:

Shares Cumulative
(Millions, except share information) Outstanding Dividend Rate Jun. 30, 2009" Dec. 31, 2008"
Class AAA Series E? 8,000,000 70% of bank prime S — S —
Class AAA Series F 8,000,000 6.00% 173 163
Class AAA Series G 4,400,000 5.25% 109 109
Class AAA Series H 8,000,000 5.75% 171 162
Class AAA Series | 8,000,000 5.20% 172 164
Class AAA Series J 8,000,000 5.00% 171 163
Class AAA Series K 6,000,000 5.20% 127 121
Total S 923 S 882

Dnet of transaction costs of S5 million and $6 million at June 30, 2009 and December 31, 2008, respectively
?owned by BAM; balance has been offset with a promissory note receivable from BAM

For redemption dates, refer to Note 15 of our 2008 consolidated financial statements in our Annual Report
For details regarding the terms on our capital securities — corporate, refer to our Annual Information Form

CAPITAL SECURITIES — FUND SUBSIDIARIES
We consolidate our investment in the U.S. Office Fund. Capital securities within our U.S. Office Fund are as follows:

(Millions) Jun. 30, 2009 Dec. 31, 2008
Debt securities $ - $ 240
Redeemable equity interests 427 471
Total S 427 S 711

During the second quarter of 2009, the company restructured its U.S. Office Fund. As a result of the restructure, the pre-existing debt
securities on the company’s books have been converted to non-controlling interests — fund subsidiaries. Before the restructure, debt securities
consisted of partner contributions to the U.S. Office Fund by way of an unsecured debenture.

Redeemable equity interests include $410 million representing the equity interest in the U.S. Office Fund held by our joint venture partner,
The Blackstone Group (“Blackstone”). The balance of redeemable equity interests is comprised of $17 million of redeemable preferred
securities bearing interest at 6%.

NON-CONTROLLING INTERESTS — FUND SUBSIDIARIES

At June 30, 2009, non-controlling interests — fund subsidiaries was $508 million (December 31, 2008 — $212 million) and represents equity
contributions by other U.S. Office Fund investors in the Brookfield Properties-led consortium. The increase over December 31, 2008
represents the conversion of pre-existing debt securities as a result of the restructure of the U.S. Office Fund referred to above.

NON-CONTROLLING INTERESTS — OTHER SUBSIDIARIES

In addition to our 100% owned subsidiaries and our U.S. Office Fund, we conduct our commercial property operations through BPO Properties
Ltd. (“BPO Properties”) in Canada, which holds substantially all of our Canadian assets other than Brookfield Place in Toronto, and through
Brookfield Financial Properties, L.P. (“Brookfield Financial Properties”) in the U.S., which holds substantially all of our Direct interests in our
New York, Boston and some of our Washington, D.C. assets. Also, our residential subsidiary, Carma Inc., consolidates UCAR Development LLC,
a joint venture in which it holds a 50% interest.
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The following table details the components of non-controlling interests

(Millions) Others' Equity Ownership Jun. 30, 2009 Dec. 31, 2008
Common shares of BPO Propertiesm 10.3% 5 37 S 45
Limited partnership units of Brookfield Financial Properties 0.6% 14 13
UCAR joint venture 50.0% 9 10
Total S 60 S 68

@ canadian dollar denominated

Non-controlling interests in BPO Properties decreased to $37 million at June 30, 2009, from $45 million at December 31, 2008, primarily due
to a special dividend paid during the second quarter as well as the impact of foreign exchange.

PREFERRED EQUITY — SUBSIDIARIES

In addition to the preferred equity classified as capital securities, we had $328 million of preferred equity outstanding at June 30, 2009 issued
by BPO Properties. These preferred shares represent low-cost capital to Brookfield Properties, without dilution to the common equity base.
Dividends paid on these preferred shares are a component of non-controlling interest expense.

The following table details the preferred shares issued by BPO Properties:

Shares  Preferred Cumulative
(Millions, except share information) Outstanding  Shares Series Dividend Rate Jun. 30, 2009 Dec. 31, 2008
1,805,489 Series G 70% of bank prime S 39 S 37
3,816,527 Series ) 70% of bank prime 82 78
300 SeriesK 30-day BA + 0.4% 129 124
2,847,711 Series M 70% of bank prime 61 58
800,000 Series N 30-day BA + 0.4% 17 16
Total S 328 S 313

During the three and six months ended June 30, 2009, dividends of $1 million and $3 million, respectively, were paid on preferred shares
issued by BPO Properties, compared with $4 million and $8 million during the same periods in 2008.

PREFERRED EQUITY — CORPORATE

At June 30, 2009 we had $45 million of preferred equity outstanding. Similar to the preferred shares issued by subsidiaries, these preferred
shares represent low-cost capital to us without dilution to our common equity base. Dividends paid on these preferred shares are accounted
for as capital distributions.

We have the following preferred shares outstanding:

Shares Cumulative
(Millions, except share information) Outstanding Dividend Rate Jun. 30, 2009 Dec. 31, 2008
Class A redeemable voting 14,202,000 7.50% S 11 S 11
Class AA Series E 2,000,000 70% of bank prime 34 34
Total S 45 S 45

For details regarding the terms on our preferred shares, refer to our Annual Information Form

During the three and six months ended June 30, 2009, we paid preferred dividends of nil and $1 million, respectively, consistent with the same
periods in 2008.

COMMON EQUITY
As at June 30, 2009, we had 391,326,494 issued and outstanding common shares. On a diluted basis, we had 407,178,966 common shares
outstanding, calculated as follows:

Jun. 30, 2009 Dec. 31, 2008
Common shares outstanding 391,326,494 391,118,440
Unexercised options 15,852,472 9,718,216
Common shares outstanding — diluted'” 407,178,966 400,836,656
Common shares repurchased — 2,268,600

® Includes all potential common shares at June 30, 2009 and December 31, 2008
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We did not purchase any shares during the first six months of 2009. Since the inception of our normal course issuer bid in 1999, we have
repurchased approximately 38 million shares at an average price of $11.96 per share on a post-split adjusted basis.

At June 30, 2009, the book value of our common equity was $3.4 billion, compared with a market equity capitalization of approximately $3.1
billion, calculated as total common shares outstanding multiplied by $7.97, the closing price per common share on the New York Stock

Exchange on June 30, 2009.

Our book value per share is calculated as follows:

(Millions, except per share information) Jun. 30, 2009 Dec. 31, 2008
Shareholders’ equity S 3,401 S 3,410
Less: preferred equity (45) (45)

3,356 3,365
Add: option proceeds(l) 198 144
Fully diluted common shareholders’ equity 3,554 3,509
Fully diluted common shares outstanding 407.2 400.8
Book value per share S 8.73 S 8.75

Dcalculated as options outstanding multiplied by the weighted average exercise price of options outstanding at period end

Like most commercial real estate companies within our peer group, our share price has traded down materially since the latter part of 2008.
Compounding the decline in 2008 and the beginning of 2009 across most major indices, commercial real estate was hit particularly hard as a
result of perceived pressures on balance sheet liquidity from financing risk. In addition, companies with tenant exposure concentrated in
financial service focused markets, like New York, experienced additional share price pressure. We have also seen continued downward
pressure on the market values of commercial real estate. As a result of this, at June 30, 2009 our book value per share of $8.73 exceeded our
market value per share. In evaluating whether the current trading price of our shares, or the general economic environment, was indicative of
carrying values not being recoverable, a detailed impairment analysis was prepared for each of our properties and inventory. The analysis
confirmed that the carrying values of our assets are supported by the cashflows expected to be generated through their operations.

CAPITAL RESOURCES AND LIQUIDITY

We employ a broad range of financing strategies to facilitate growth and manage financial risk, with particular emphasis on the overall
reduction of the weighted average cost of capital, in order to enhance returns for common shareholders. Our principal liquidity needs for the
next twelve months are to:

e fund recurring expenses;
° meet debt service requirements;
e  make dividend payments;
e fund those capital expenditures deemed mandatory, including tenant improvements;
° fund current development costs not covered under construction loans; and
e  fund investing activities which could include:
e  discretionary capital expenditures;
° repurchase of our stock; and

° property acquisitions.

We believe that our liquidity needs will be satisfied using cash on hand, cashflows generated from operating and financing activities, as well as
proceeds from asset sales. Rental revenue, recoveries from tenants, interest and other income, available cash balances, draws on our
corporate credit facilities and refinancing of maturing indebtedness are our principal sources of capital used to pay operating expenses,
dividends, debt service and recurring capital and leasing costs in our commercial property portfolio. We seek to increase income from our
existing properties by maintaining quality standards for our properties that promote high occupancy rates and support increases in rental
rates while reducing tenant turnover and related retenanting costs, and by controlling operating expenses. Another source of cashflow
includes third-party fees generated by our asset management, leasing and development businesses. In addition, our tax status and tax loss
pools allow us to retain and reinvest cash generated by our operations without incurring significant cash taxes. Consequently, we believe our
revenue along with proceeds from financing activities will continue to provide the necessary funds to cover our short-term liquidity needs.
However, material changes in the factors described above may adversely affect our net cashflows.
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Our principal liquidity needs for periods beyond the next twelve months are for scheduled debt maturities, non-recurring capital expenditures,
development costs and potential property acquisitions. We plan to meet these needs with one or more of the following:

e cashflows from operations;
e  construction loans;
° proceeds from asset sales; and

e  our credit facilities and refinancing opportunities.

Our commercial property debt is primarily fixed-rate and non-recourse to the company. These investment-grade financings are typically
structured on a loan-to-appraised value basis of between 55% and 65% as market conditions permit. In addition, in certain circumstances
where a building is leased almost exclusively to a high-credit quality tenant, a higher loan-to-value financing, based on the tenant’s credit
quality, is put in place at rates commensurate with the cost of funds for the tenant. This reduces our equity requirements to finance
commercial property, and enhances equity returns.

Most of our borrowings are in the form of long-term property-specific financings with recourse only to the specific assets. Limiting recourse to
specific assets ensures that poor performance within one area does not compromise our ability to finance the balance of our operations. Our
maturity schedule is fairly diversified so that financing requirements in any given year are manageable.

Our focus on structuring financings with investment grade characteristics ensures that debt levels on any particular asset can typically be
maintained throughout a business cycle, and so enables us to limit covenants and other performance requirements, thereby reducing the risk
of early payment requirements or restrictions on the distribution of cash from the assets being financed.

The sustainability of our capital strategy has been demonstrated by the $765 million in debt financings completed in the first half of 2009, the
proceeds from which were primarily used to refinance existing obligations.

We attempt to maintain a level of liquidity to ensure we are able to react to investment opportunities quickly and on a value basis. Our

primary sources of liquidity consist of cash and undrawn committed credit facilities. In addition, we structure our affairs to facilitate
monetization of longer-duration assets through financings, co-investor participations or refinancings.
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