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FORWARD-LOOKING STATEMENTS

This annual report to shareholders, particularly the “Business Environment and Outlook” section, 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 information currently available to the management of Brookfield Properties. In some cases, forward-looking statements can
be identified by terminology such as “may,” “will,” “expect,” “plan,” “anticipate,” “believe,” “intend,” “estimate,” “predict,” “potential,”
“continue,” or the negative of these terms or other comparable terminology. Although Brookfield Properties 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 known and unknown risks, uncertainties and other factors which may cause the actual results, performance or
achievements of the company 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 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-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.
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Management’s Discussion and Analysis of Financial Results
March 7, 2007

PART | — OBJECTIVES AND FINANCIAL HIGHLIGHTS

BASIS OF PRESENTATION

Financial data included in Management’s Discussion and Analysis (“MD&A”) for the year ended December 31, 2006 includes material
information up to March 7, 2007. 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 being 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 “C$.”

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 audited consolidated financial statements and appended notes which begin on page 69 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 and income tax expenses. Funds from operations is defined as net income prior to extraordinary items, non-cash
items and depreciation and amortization. We use net operating income and funds from operations to assess the operating results of the
company. Net operating income is an important measure in assessing 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 on page 42 and a full reconciliation from net income to funds from operations on page 41. 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. In the past two years, 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 Il and Part 1V,
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.

At December 31, 2006, the book value of Brookfield Properties’ assets was $19.3 billion. During 2006 we generated $135 million of net
income ($0.56 per diluted share) and $443 million of funds from operations ($1.87 per diluted share).

FINANCIAL HIGHLIGHTS
Brookfield Properties’ financial results are as follows:

(Millions, except per share amounts) 2006 2005 2004
Results of operations

Net income $ 135 $ 164 $ 138
Net income per share - diluted 0.56 0.69 0.58
Common share dividends paid per share 0.75 0.65 0.42
Funds from operations $ 443 $ 435 $ 403
Funds from operations per share - diluted 1.87 1.85 1.70
Balance sheet data

Total assets $ 19,314 $ 9,513 $ 8,800
Commercial properties 15,287 7,430 6,555
Commercial property debt 11,185 5,216 4,754
Shareholders’ equity 3,112 1,943 1,992
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COMMERCIAL PROPERTY OPERATIONS

Our strategy of owning, pro-actively managing and developing premier properties in supply-constrained, high-growth markets with high
barriers to entry has created one of North America’s most distinguished portfolios of office properties. Our commercial property portfolio
consists of 116 properties totaling 76 million square feet, including 10 million square feet of parking. Our development portfolio comprises
15 development sites totaling over 17 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
concentrating operations within a select number of gateway cities with attractive tenant bases in order to maintain a meaningful presence
and build on the strength of our tenant relationships within these markets.

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 and investing in joint venture opportunities through
the expansion of our asset-management platform;

e  Monetizing development assets as the economy rebounds and continued 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.

The following table summarizes our investment by market:

Brookfield Properties’ Net Book
Number of Leasable Area Owned Interest Book Value Debt Equity
Region Properties  (000’s Sq. Ft.) (000's Sq. Ft.)" (Millions) (Millions) (Millions)
Direct
New York, New York” 7 12,447 10,735 $ 3,914 $ 2,886 $ 1,028
Boston, Massachusetts 2 2,163 1,103 350 228 122
Washington, D.C. 6 2,266 2,266 693 503 190
Toronto, Ontario 9 6,646 5,253 1,179 625 554
Calgary, Alberta 7 6,326 3,164 438 324 114
Denver, Colorado 1 1,795 1,795 264 169 95
Minneapolis, Minnesota 4 3,008 3,008 423 177 246
Other 2 926 926 92 42 50
38 35,577 28,250 7,353 4,954 2,399
U.S. Fund
New York, New York 6 7,069 5,617 2,581 715 1,866
Washington, D.C. 23 4,505 4,328 1,287 208 1,079
Houston, Texas 7 6,958 6,307 941 — 941
Los Angeles, California 22 10,672 10,438 2,689 431 2,258
Corporate U.S. Fund debt — — — — 4,175 (4,175)
58 29,204 26,690 7,498 5,529 1,969
Canadian Fund
Toronto, Ontario 6 4,396 1,099 255 95 160
Calgary, Alberta 2 1,519 380 75 48 27
Ottawa, Ontario 6 2,780 695 88 46 42
Other 3 919 229 18 9 9
17 9,614 2,403 436 198 238
Continuing operations 113 74,395 57,343 15,287 10,681 4,606
Discontinued operations” 3 1,400 661 61 34 27
116 75,795 58,004 15,348 10,715 4,633
Office development sites 15 17,219 15,456 735 504 231
Total 131 93,014 73,460 $ 16,083 $ 11,219 $ 4,864

% Represents consolidated interest before non-controlling interests
? Includes $300 million of corporate debt
@ Atrium on Bay in Toronto and 2200 Walkley and 2204 Walkley in Ottawa 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, 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 Trizec Properties Inc. and Trizec Canada Inc. (collectively, “Trizec”). Of our 116 commercial office
properties, 23 are wholly owned, 16 are held in property-level joint ventures or co-tenancies, and 77 are held in our funds.
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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 related to 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, led and managed by us investing through direct and indirect investment
vehicles and have also entered into several agreements relating to property management, fees, transfer rights and other material issues
related to the operation of the properties. We fully consolidate this Fund.

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 Stable base fee for providing regular, on-going services.
e Transaction Development, redevelopment and leasing activities conducted on behalf of these funds.
e  Performance Earned when certain pre-determined 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 in order to
ensure the long-term sustainability of rental revenues through economic cycles. Major tenants with over 600,000 square feet of space in the
portfolio include Merrill Lynch, CIBC, Government of Canada, Chevron U.S.A., Wachovia, RBC Financial Group, Bank of Montreal, JPMorgan
Chase, Petro-Canada, Target Corporation, Goldman Sachs, Continental Airlines and Imperial Qil. A detailed list of major tenants is included
in Part V of this MD&A, which deals with “Risks and Uncertainties” commencing on page 56.

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 while each market is
different, the majority of our leases, when signed, extend between 10 and 20-year terms. As a result of this strategy, approximately 5% of
our leases mature annually.

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

Total Portfolio New York Boston Washington, D.C.

Net Rate Net Rate Net Rate Net Rate
000’s per Sq. 000’s per Sq. 000’s per Sq. 000’s per Sq.
Year of Expiry Sq. Ft. % Ft.-$ Sq. Ft. % Ft.-$ Sq. Ft. % Ft.-$ Sq. Ft. % Ft.-$

Currently available 3,215 4.9 665 3.5 142 7.5 139 2.4
2007 3,150 4.8 $ 19 288 1.5 $ 28 61 3.2 $ 22 719 12.5 $ 23
2008 3,669 5.6 22 541 2.8 28 399 21.1 24 458 8.0 26
2009 4,077 6.2 19 1,023 5.3 20 40 2.1 31 582 10.1 26
2010 5,670 8.6 23 1,038 5.4 34 172 9.1 33 268 4.7 26
2011 5,150 7.8 23 360 1.9 38 394 20.9 45 199 3.5 30
2012 5,446 8.3 24 860 4.5 24 31 1.6 23 531 9.2 31
2013 11,156 16.9 28 5,128 26.7 38 30 1.6 29 189 3.3 29
2014 & beyond 24,347 36.9 28 9,296 48.4 36 618 32.9 28 2,664 46.3 37
Parking 9,915 — — 317 — — 276 — — 1,022 — —
75,795 100.0 $ 26 | 19,516 100.0 $ 35 2,163 100.0 $ 31 6,771 100.0 $ 31
Weighted average market net rent $ 29 $ 43 $ 32 $ 35
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Houston Los Angeles Denver Minneapolis
Net Rate Net Rate Net Rate Net Rate
000’s per Sq. 000’s per Sq. 000’s per Sq. 000’s per Sq.
Year of Expiry Sq. Ft. % Ft.-$ Sq. Ft. % Ft.-$ Sq. Ft. % Ft.-$ Sq. Ft. % Ft.-$
Currently available 336 5.4 1,075 12.6 56 4.3 267 10.7
2007 575 9.3 $ 13 668 7.8 $ 19 55 4.3 $ 17 36 1.4 $ 9
2008 454 7.4 16 766 9.0 25 48 3.7 18 32 1.3 14
2009 155 2.5 20 558 6.5 21 9 0.7 20 221 8.9 5
2010 941 15.3 14 981 11.5 24 100 7.7 22 55 2.2 10
2011 581 9.4 16 1,004 11.8 22 89 6.9 20 35 14 11
2012 1,232 20.0 16 1,125 13.2 31 77 6.0 20 126 5.1 17
2013 522 8.5 16 587 6.9 25 152 11.8 22 647 26.0 9
2014 & beyond 1,372 22.2 19 1,769 20.7 33 706 54.6 22 1,068 43.0 13
Parking 790 — — 2,139 — — 503 — — 521 — —
6,958 100.0 $ 16 | 10,672 100.0 $ 27 1,795 100.0 $ 21 3,008 100.0 $ 11
Weighted average market net rent $ 17 $ 24 $ 17 $ 15
Toronto Calgary Ottawa Other
Net Rate Net Rate Net Rate Net Rate
000’s per Sq. 000’s per Sq. 000’s per Sq. 000’s per Sq.
Year of Expiry Sq. Ft. % Ft.-$ Sq. Ft. % Ft.-$ Sq. Ft. % Ft.-$ Sq. Ft. % Ft.-$
Currently available 443 4.2 15 0.2 15 0.8 62 4.4
2007 413 4.0 $ 19 48 0.7 $ 19 142 7.4 $ 12 145 10.4 $ 11
2008 554 5.3 19 287 4.2 19 78 4.1 11 52 3.7 10
2009 946 9.0 17 322 4.7 18 138 7.2 11 83 5.9 9
2010 1,026 9.8 23 915 13.5 21 2 0.1 33 172 12.3 9
2011 714 6.8 23 1,602 23.6 17 29 1.5 9 143 10.2 12
2012 883 8.4 21 499 7.3 25 4 0.2 29 78 5.6 12
2013 1,589 15.2 23 1,286 18.9 20 952 49.9 16 74 5.3 16
2014 & beyond 3,887 37.3 21 1,827 26.9 20 549 28.8 12 591 42.2 10
Parking 1,828 — — 1,044 — — 1,030 — — 445 — —
12,283 100.0 $ 21 7,845 100.0 $ 20 2,939 100.0 $ 14 1,845 100.0 $ 11
Weighted average market net rent $ 23 $ 29 $ 14 $ 15

COMMERCIAL DEVELOPMENT

We hold interests in over 17 million square feet of high-quality, centrally-located development 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. As the economy rebounds, continued supply constraints should create
opportunities for us to enhance value through the development of these assets. We currently have six projects under development which are
outlined on page 28 of this MD&A.
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The following table summarizes our commercial development projects at December 31, 2006:

Number

Description of Sites Ownership" Sq. Ft.
New York, New York
Ninth Avenue Between 31 and 33" Streets across from the Farley Post Office 1 100% 4,700,000
Washington, D.C.
77 K Street Adjacent to Union Station 1 50% 322,000
Reston Crescent 3.6 acre landscaped campus adjacent to Reston, Virginia 1 100% 1,000,000
Waterview Located at the foot of the Key Bridge in Rosslyn, Virginia 1 25% 930,000
Houston, Texas
Four Allen Center® 1400 Smith Street 1 100% 1,267,000
1500 Smith Street Between Continental Center | and Four Allen Center 1 100% 800,000
Allen Center Garage Located in the heart of the Allen Center / Cullen Center complex 1 100% 700,000
Allen Center Gateway Adjacent to the Allen Center 1 100% 700,000
Toronto, Ontario
Bay Adelaide Centre Bay and Adelaide Streets 1 100% 2,600,000
BCE Place Il1 Third phase of BCE Place project 1 65% 800,000
Calgary, Alberta
Bankers Court East and West Parkades adjacent to Bankers Hall 1 50% 500,000
Herald Site Within one block from our existing Calgary assets 1 100% 1,100,000
Ottawa, Ontario
300 Queen Street Third phase of Place de Ville project 1 25% 500,000
Denver, Colorado
425 15th St. One block from Republic Plaza 1 100% 800,000
Tremont Garage One block from Republic Plaza 1 100% 500,000
Total 15 17,219,000

“ Represents the company’s consolidated interest before non-controlling interests
® Property is currently under redevelopment. 100% of the building has been leased to Chevron, who will move into the building once redevelopment

is complete

Residential Development

We develop residential land and conduct homebuilding operations. These business units primarily entitle and develop land in master-
planned communities and sell these lots to other homebuilders. Through these units we also build and sell homes. Operations are currently
focused in five markets: Alberta, Ontario, Colorado, Texas and Kansas City.

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

We classify our residential and development business into three categories: land held for development; land under development; and
housing inventory. Land held for development includes costs of acquiring land as well as general infrastructure costs to service the land
within a community that is 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 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 December 31, 2006:

Under Development Housing Inventory Held for Development

Book Value Book Value Estimated Book Value

Number of Lots (Millions) | Number of Units (Millions) | Number of Lots (Millions)

Alberta 3,753 $ 212 566 $ 35 32,007 $ 223
Ontario 350 4 186 23 8,185 52
Colorado 806 29 — — 7,686 79
Texas 102 3 — — 7,178 40
Kansas City 64 1 — — 498 5
Total 5,075 $ 249 752 $ 58 55,554 $ 399

PERFORMANCE MEASUREMENT
The key indicators by which we measure our performance are:

. Net income per share;

e 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 generally accepted accounting principles (“GAAP’), net operating income and funds from
operations are both non-GAAP financial measures which 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 on page
42 and a full reconciliation from net income to funds from operations on page 41 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 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 sales and acquisitions.

Funds from Operations

Funds from operations is defined as net income prior to extraordinary items, one-time transaction costs, 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. We compute funds from operations substantially in accordance with the definition provided by the Real Property
Association of Canada (“RealPac”). Under this definition, funds from operations does not represent or approximate cash generated from
operating activities determined in accordance with GAAP in Canada or the United States, and should not be considered as 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 operating income and funds from operations, we consider the following
items to be important drivers of our current and anticipated financial performance:

e Increases in occupancies by leasing up vacant space;
e Increases in rental rates as market conditions permit; and

e Reduction in occupancy costs through achieving economies of scale and diligently managing contracts.
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We also believe that the key external performance drivers are:

e  The availability of new property acquisitions which fit into our strategic plan;
e The availability of equity capital at a reasonable cost; and

e The availability of debt capital at a cost and on terms conducive to our goals.

SIGNIFICANT EVENTS

Trizec Acquisition

On October 5, 2006, we, together with our partner in this transaction, The Blackstone Group, completed the acquisition of all of the shares
of Trizec Properties, Inc. (“Trizec”), a publicly-traded U.S. Office REIT. We also completed the acquisition of Trizec Canada Inc. (“Trizec
Canada”), a Canadian company that held, among other assets, an approximate 38% stake in Trizec. The outstanding shares of common
stock of Trizec not already owned by Trizec Canada were acquired at $29.0209 per share in cash. All of the outstanding subordinate voting
shares and multiple voting shares of Trizec Canada were acquired at $30.9809 per share in cash. The total purchase price, including
transaction costs, was $5.7 billion. Our share of the transaction’s equity following syndication to institutional partners was $857 million.

The portfolio, acquired in our U.S. Office Fund, consists of approximately 29 million square feet in New York, Washington, D.C., Los
Angeles and Houston. These markets are consistent with Brookfield Properties’ strategy to invest in cities with strong financial services,
government and energy sector tenants.

In connection with our acquisition of properties, purchase costs are allocated to the tangible and intangible assets and liabilities acquired
based on their estimated fair values. The value of the tangible assets, consisting of land, buildings and building and tenant improvements,
are determined as if vacant (i.e., at replacement cost). Intangible assets, including the above-market value of leases, tenant relationships
and the value of lease origination costs are recorded at their relative fair values. The below-market value of leases is recorded in Intangible
liabilities on our consolidated balance sheet.

Above- and below-market values and lease origination costs are recorded based on the present value (using an interest rate reflecting the
risks associated with the leases acquired) of the difference between (i) the contractual amounts to be paid pursuant to the leases negotiated
and in-place at the time of acquisition and (ii) management’s estimate of fair market lease rates for the property or equivalent property,
measured over a period equal to the remaining non-cancelable term of the lease. The capitalized above-market or below-market lease value
is amortized as a reduction of, or increase to, rental income over the remaining non-cancelable term of each lease plus any renewal periods
with fixed rental terms that are considered to be below-market.

The total amount of other intangible assets allocated to lease origination costs and tenant relationship intangible values is based on
management’s evaluation of the specific characteristics of each lease and our overall relationship with each tenant. Factors considered in
the allocation of these values include, but are not limited to, the nature of the existing relationship with the tenant, the tenant’s credit
quality, the expectation of lease renewals, the estimated carrying costs of the property during a hypothetical expected lease-up period,
current market conditions and the costs to execute similar leases.

The value of lease origination costs is amortized to expense over the remaining initial term of each lease. The value of tenant relationship
intangibles is amortized to expense over the initial terms of the leases; however, no amortization period for intangible assets will exceed the
remaining depreciable life of the building.

In the event that a tenant terminates its lease, the unamortized portion of each intangible, including market rate adjustments, lease
origination costs and tenant relationship values, will be charged as an expense.
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The following is a summary of our investment in the portfolio:

Brookfield Properties’ Purchase Price
Number of Leasable Area Owned Interest Book Value
Region Properties (000’s Sq. Ft.) (000’s Sq. Ft.) (Millions)
New York, New York 6 7,069 5,617 $ 2,594
Washington, D.C. 23 4,505 4,328 1,289
Houston, Texas 7 6,958 6,307 943
Los Angeles, California 22 10,672 10,438 2,698
58 29,204 26,690 7,524
Office development sites 5 4,130 3,433 67
Total commercial and development properties 63 33,334 30,123 $ 7,591
Cash and cash equivalents 325
Restricted cash 88
Accounts receivable and other assets 62
Intangible assets” 739
Accounts payable and other liabilities assumed (218)
Intangible liabilities" (816)
Future income tax liabilities (182)
Non-controlling interests assumed (4)
Preferred shares assumed (65)
Commercial property debt assumed (1,854)
Total purchase price $ 5,666
@ All intangibles are subject to amortization
The total purchase price was financed as follows:
(Millions)
Investment by Fund partners and joint venture partner $ 1,042
Acquisition financing 3,702
Brookfield Properties’ equity investment 857
Cash on hand utilized 167
Excess funding for working capital (102)
Total purchase price $ 5,666

The earnings from the company’s interest in Trizec are included in the consolidated statement of income commencing October 5, 2006.

The following summarizes the total equity capitalization in the Trizec acquisition:

(Millions) Capitalization %
Institutional Investors $ 535 28
Brookfield Properties’ Equity 857 45
U.S. Office Fund Equity 1,392 73
The Blackstone Group 507 27
Total Equity $ 1,899 100

Further details and analysis of our U.S. Office Fund is included in Part Il of this MD&A, commencing on page 50.
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PART Il — FINANCIAL STATEMENT ANALYSIS

ASSET PROFILE

Our total asset book value was $19.3 billion at December 31, 2006, an increase of $9.8 billion from 2005. The increase in total assets is
primarily attributable to the acquisition of the Trizec portfolio, as well as a significant increase in our development properties’ portfolio. The
following is a summary of our assets over the past two years:

(Millions) Dec. 31, 2006 Dec. 31, 2005
Commercial properties $ 15,287 $ 7,430
Commercial developments 735 224
Residential developments 706 391
Receivables and other 974 830
Intangible assets 853 125
Restricted cash and deposits 507 316
Marketable securities — 58
Cash and cash equivalents 188 64
Assets held for sale"” 64 75
Total $ 19,314 $ 9,513

® Includes $61 million of commercial properties and $3 million of other assets related to assets held for sale at December 31, 2006 (December 31,
2005 - $75 million and nil, respectively)

COMMERCIAL PROPERTIES

Our acquisition of the Trizec portfolio accounts for the majority of the increase in book value of commercial properties from December 31,
2005. The total value assigned to the Trizec commercial property assets was $7.5 billion at December 31, 2006. Our 45% economic
interest in the Trizec portfolio was purchased for $857 million, after the assumption of debt and acquisition financing totaling $5.7 billion,
and comprises 29 million square feet in New York, Washington, D.C., Houston and Los Angeles.

In addition to the purchase of the Trizec portfolio, we acquired One Bethesda and 601 and 701 South 12" Street in Washington, D.C. and
purchased the remaining 75% interest in Hudson’'s Bay Centre in Toronto. These acquisitions are offset by the disposition of the Trade
Center Denver in the first quarter of 2006 and the sale of six properties in Calgary and two properties in Winnipeg in the second quarter of
2006, which were purchased in 2005 as part of the O&Y acquisition. The consolidated carrying value of our North American properties is
approximately $265 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’ Dec. 31, 2006 Dec. 31, 2005

Leasable Area Owned Interest Book Value Book Value

Region (000's Sq. Ft.) (000's Sq. Ft.)"” (Millions) (Millions)
New York, New York 19,516 16,352 $ 6,495 $ 3,824
Boston, Massachusetts 2,163 1,103 350 325
Washington, D.C. 6,771 6,594 1,980 395
Houston, Texas 6,958 6,307 941 —_
Los Angeles, California 10,672 10,438 2,689 —
Toronto, Ontario 11,042 6,352 1,434 1,399
Calgary, Alberta 7,845 3,544 513 570
Ottawa, Ontario 2,780 695 88 100
Denver, Colorado 1,795 1,795 264 269
Minneapolis, Minnesota 3,008 3,008 423 429
Other 1,845 1,155 110 119
Continuing operations 74,395 57,343 15,287 7,430
Discontinued operations 1,400 661 61 75
Total 75,795 58,004 $ 15,348 $ 7,505

“ 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 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 in 2006 totaled $82 million, compared with the $123 million
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expended in 2005. The decrease was a result of costs incurred in the prior year for the substantial lease-up of Three World Financial Center
in New York offset by an increase in leasing commissions incurred as a result of increased leasing activity.

Tenant installation costs are summarized as follows:

(Millions) 2006 2005
Leasing commissions $ 27 $ 15
Tenant improvements 55 108
Total $ 82 $ 123

We also invest in on-going maintenance and capital improvement projects to sustain the high quality of the infrastructure and tenant service
amenities in our properties. Capital expenditures for the year ended December 31, 2006 totaled $25 million, compared with $21 million
during 2005. These expenditures exclude repairs and maintenance costs which are recovered through contractual tenant cost recovery
payments.

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.

The details of our capital expenditures are summarized as follows:

(Millions) 2006 2005
Revenue enhancing $ 14 $ 15
Non-revenue enhancing 11 6
Total $ 25 $ 21

ASSETS HELD FOR SALE

In the fourth quarter of 2006, three properties met the criteria for being classified as held for sale: Atrium on Bay in Toronto, and 2200
Walkley and 2204 Walkley in Ottawa. We have reclassified $64 million of assets and $36 million of liabilities to assets held for sale and
liabilities related to assets held for sale, respectively, in connection with these properties.

In the third and fourth quarters of 2005, two properties, the Colorado State Bank Building (“CSBB”) and the Trade Center Denver,
respectively, met the criteria for being classified as held for sale. The sale of CSBB closed in December 2005 and the disposition of Trade
Center Denver was completed in January 2006. At December 31, 2005, we reclassified $75 million of assets and $51 million of liabilities
to assets held for sale and liabilities related to assets held for sale, 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 this development land and infrastructure was $735 million at December 31, 2006, an increase of $511 million from $224 million in
2005. The increase is primarily attributable to the acquisitions of 400 West 33" Street (combined with our previously owned 401 West 31
Street site, this gives us ownership of two blocks of land at Ninth Avenue from 31% to 33" Streets totaling five acres) in New York and
Herald site in Calgary in the fourth quarter of 2006, and Four Allen Center in Houston and 77 K Street in Washington, D.C. in the third
quarter of 2006. In addition, with the Trizec portfolio, we acquired five development sites totaling 4.1 million square feet in the fourth
quarter of 2006.
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The details of the commercial development property portfolio and related book values are as follows:

Sq. Ft. Currently

(Millions, except square feet) Buildable Sq. Ft. Under Construction Dec. 31, 2006 Dec. 31, 2005
Active developments and properties under redevelopment
Bay Adelaide Centre, Toronto 2,600,000 1,100,000 $ 251 $ 191
Four Allen Center, Houston 1,267,000 1,267,000 139 —
Reston Crescent, Washington, D.C. 1,000,000 185,000 6 —
Waterview, Washington, D.C. 930,000 930,000 44 —
77 K Street, Washington, D.C. 322,000 322,000 16 —
Bankers Court, Calgary 500,000 265,000 7 4
Planning
Ninth Avenue, New York 4,700,000 184 10
Herald Site, Calgary 1,100,000 38 —
Others:
1500 Smith Street, Houston 800,000
Allen Center Gateway, Houston 700,000
Allen Center Garage, Houston 700,000
425 15" Street, Denver 800,000
Tremont Garage, Denver 500,000
BCE Place Ill, Toronto 800,000
300 Queen Street, Ottawa 500,000
4,800,000 50 19
Total 17,219,000 4,069,000 $ 735 $ 224

Although we are not a speculative developer, we are a full-service real estate company with in-house development expertise. With over 17
million square feet of high-quality, centrally-located development 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 development activity took place during 2006:
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In July, 2006, we acquired 50% of a Capitol Hill development site, 77 K Street in Washington, D.C., for $15 million in a 50-50
joint venture with ING Clarion. We will be acting as general partner and developer. Construction on the 322,000 square foot
building commenced in November, 2006 and upon completion, expected in 2008, we will manage the building.

In July, 2006, we began development on Phase | of our Bay Adelaide Centre project in Toronto. We signed a long-term lease with
KPMG, a global professional services firm, for approximately 250,000 square feet in Bay Adelaide Centre West, the first tower of
the three-phase project.

In July, 2006, we began development on our Bankers Court project in Calgary. The project is 500,000 square feet, of which
265,000 square feet is currently being developed as a 15-storey building adjacent to the 2.7 million square foot Bankers Hall
complex in the heart of downtown Calgary. The project is fully leased and completion is expected in 2008.

In September, 2006, we acquired Four Allen Center, a 1,267,000 square foot building located at 1400 Smith Street in downtown
Houston for $120 million. Re-development commenced during the fourth quarter of 2006. On closing, the building was 100%
leased to Chevron U.S.A., Inc. (“Chevron”), a subsidiary of Chevron Corporation. Chevron is expected to move into the building
once construction is complete sometime in late 2007. We raised $240 million of mortgage financing to fund the acquisition and
refurbishment costs.

In October, 2006, we acquired five development sites along with the acquisition of the Trizec portfolio: Reston Crescent and
Waterview in Washington, D.C. and 1500 Smith Street, Allen Center Garage and Allen Center Gateway in Houston. Reston
Crescent and Waterview are currently under development and both are expected to be complete in 2007.

In November, 2006, we purchased a site at 400 West 33" Street in New York with 2.2 million buildable square feet. This site is
adjacent to our existing site at 401 West 31 Street. The combined site on Ninth Avenue can accommodate up to 4,700,000
square feet of development.

In December, 2006, we purchased the Herald Site in downtown Calgary with 1.1 million buildable square feet for C$45 million.
The site is within one block of each of our core office assets: Fifth Avenue Place, Bankers Hall and Petro-Canada Centre.



Expenditures for development and redevelopment on commercial and development properties totaled $79 million in 2006 compared with
$50 million in 2005. The increase is due to construction costs incurred on Bay Adelaide Centre, Bankers Court and 77 K Street, which are
all currently under active development.

The details of development and redevelopment expenditures are as follows:

(Millions) 2006 2005
Construction costs $ 38 $ 30
Interest capitalized 24 15
Property taxes and other 17 5
Total $ 79 $ 50

RESIDENTIAL DEVELOPMENTS

Our residential development operations are focused in five markets: Alberta, Ontario, Colorado, Texas and Kansas City. The book value of
these investments at December 31, 2006 was $706 million, compared with $391 million at the end of 2005. The increase was attributable
to additional land acquisitions and increased work in progress on costs incurred during the year offset by residential inventory sold.

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

(Millions) Dec. 31,2006 Dec. 31, 2005
Under development $ 249 $ 120
Housing inventory 58 46
Held for development 399 225
Total $ 706 $ 391

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

Number of Lots

Book Value (Millions)

Under Development Dec. 31, 2006 Dec. 31, 2005 Dec. 31,2006 Dec. 31, 2005
Alberta 3,753 2,348 $ 212 $ 90
Ontario 350 269 4 9
Colorado 806 729 29 19
Texas 102 158 3 2
Kansas City 64 — 1 —
Total 5,075 3,504 $ 249 $ 120

Number of Units

Book Value (Millions)

Housing Inventory Dec. 31, 2006 Dec. 31, 2005 | Dec. 31,2006 Dec. 31, 2005
Alberta 566 365 $ 35 $ 23
Ontario 186 228 23 23
Total 752 593 $ 58 $ 46

Estimated Number of Lots

Number of Acres

Book Value (Millions)

Held for Development Dec. 31, 2006 Dec. 31, 2005 Dec. 31, 2006 Dec. 31, 2005 Dec. 31,2006 Dec. 31, 2005
Alberta 32,007 24,943 4,913 4,428 $ 223 $ 156
Ontario 8,185 6,983 1,637 1,364 52 39
Colorado 7,686 2,931 1,531 548 79 23
Texas 7,178 1,859 1,860 541 40 7
Kansas City 498 — 83 — 5 —
Total 55,554 36,716 10,024 6,881 $ 399 $ 225
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RECEIVABLES AND OTHER ASSETS
Receivables and other assets increased to $974 million at December 31, 2006 from $830 million at December 31, 2005 primarily due to
the acquisition of Trizec and the expansion of our land and housing business.

The components of receivables and other assets are as follows:

(Millions) Dec. 31,2006 Dec. 31, 2005
Receivables $ 432 $ 371
Real estate mortgages 86 86
Residential receivables and other assets 245 219
Prepaid expenses and other assets 211 154
Total $ 974 $ 830

INTANGIBLE ASSETS

In September 2003, the CICA issued EIC 140 “Accounting for Operating Leases Acquired in Either an Asset Acquisition or a Business
Combination” in which the Emerging Issues Committee of the CICA concluded that an enterprise that acquires real estate should allocate a
portion of the purchase price to in-place operating leases, based on their fair value that the enterprise acquires in connection with the real
estate property. As described on page 24 of this MD&A, we assessed the fair value of acquired intangible assets and liabilities, including
tenant improvements, above- and below-market leases, origination costs, and other identified intangible assets and assumed liabilities, and
have allocated $853 million (2005 - $125 million) to lease origination costs, tenant relationships, above-market leases and below-market
ground leases, net of related amortization, in connection with acquisitions since September 2003, including the Trizec acquisition, the O&Y
acquisition and the recent acquisitions in the greater Washington, D.C. area.

The components of intangible assets are as follows:

(Millions) Dec. 31,2006 Dec. 31, 2005
Intangible assets
Lease origination costs $ 263 $ 52
Tenant relationships 573 80
Above-market leases and below-market ground leases 79 3
915 135
Less accumulated amortization
Lease origination costs (32) (2)
Tenant relationships (26) (8)
Above-market leases and below-market ground leases (4) —
Total net $ 853 $ 125

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 increased to $507 million in 2006 from $316 million in 2005. The increase is primarily a result of $120
million related to an escrow account set up in connection with the acquisition of Four Allen Center in Houston in the third quarter of 2006,
offset by the reinvestment of restricted cash held in a depository account that was used for the purchase of 601 & 701 South 12" Street
into our Washington, D.C. portfolio. Included in restricted cash and deposits is $249 million (2005 - $256 million) of short-term
government securities held in a trust account to match interest and principal payments of the $241 million mortgage on One Liberty Plaza
maturing in 2007.

CASH AND MARKETABLE SECURITIES

We endeavor to maintain high levels of liquidity to ensure that we can react quickly to potential investment opportunities. This liquidity
consists of cash and marketable securities, which contribute 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. These
funds are invested in short-term marketable securities.

As at December 31, 2006, cash balances increased to $188 million from $64 million at December 31, 2005 as marketable securities of

$58 million were disposed of for the acquisition of the remaining 75% interest in Hudson’s Bay Centre which closed in the second quarter
of 2006.

30



UTILIZATION OF CASH RESOURCES

The following table illustrates the utilization of cashflow generated by our operating activities, and our financing and investing initiatives:

(Millions) 2006 2005 Total
Cashflow provided by operating activities $ 66 $ 230 $ 296
Financing
Borrowings, net of repayments 1,365 283 1,648
Trizec acquisition financing arranged 3,702 — 3,702
Distributions to non-controlling interests (12) (13) (25)
Net issuance (repurchase) of common shares 1,234 (66) 1,168
Shareholder distributions (176) (152) (328)
6,113 52 6,165
Investing
Marketable securities 58 227 285
Loans receivable and other (24) — (24)
Acquisition of Trizec, net of cash and cash equivalents acquired (5,341) — (5,341)
Acquisitions of real estate, net (487) (359) (846)
Development and redevelopment (79) (50) (129)
Commercial property tenant improvements (55) (108) (163)
Restricted cash and deposits (102) (19) (121)
Capital expenditures (25) (21) (46)
(6,055) (330) (6,385)
Increase / (decrease) in cash $ 124 $ (48) $ 76

Cashflow from operating activities represents a source of liquidity to service debt, to fund capital expenditures and leasing costs, and to
fund distributions on shares. Cashflow from commercial operating activities is dependent upon occupancy levels of properties owned, rental
rates achieved and timing of the collection of receivables and payment of payables.

LIABILITIES AND SHAREHOLDERS’ EQUITY
Our asset base of $19.3 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:

(Millions) Dec. 31, 2006 Dec. 31, 2005
Liabilities

Commercial property debt $ 11,185 $ 5,216
Accounts payable and other liabilities 923 500
Intangible liabilities 919 126
Future income tax liability 584 188
Liabilities related to assets held for sale™ 36 51
Capital securities - corporate 1,093 1,101
Capital securities — fund subsidiaries 803 —
Non-controlling interests — fund subsidiaries 266 —
Non-controlling interests — other subsidiaries 67 59
Preferred equity - subsidiaries 326 329
Shareholders’ equity

Preferred equity - corporate 45 45
Common equity 3,067 1,898
Total $ 19,314 $ 9,513

“ Includes $34 million of commercial property debt and $2 million of other liabilities associated with liabilities related to assets held for sale at
December 31, 2006 (December 31, 2005 - $51 million and nil, respectively)

COMMERCIAL PROPERTY DEBT

Commercial property debt totaled $11.2 billion at December 31, 2006, compared with $5.2 billion at December 31, 2005. The increase
during 2006 is primarily due to the acquisition of the Trizec portfolio, which added $5.8 billion of debt. In addition, during 2006, we had
new property debt on 601 & 701 South 12" Street, Hudson’s Bay Centre, One Bethesda and Four Allen Center and we refinanced 53 State
Street. These increases are offset by principal amortization. Commercial property debt at December 31, 2006 had an average interest rate
of 6.8% and an average term to maturity of eight years. Predominantly 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.
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Our financing targets and results are set out in the following table:

Three-Year Annual Results
Objective Average 2006 2005 2004
Maintain debt-to-total-market-capitalization of 50% or less 37% 41% 34% 37%
Move toward long-term goal of 95% non-recourse debt”’ 92% 94% 88% 93%
Maintain interest expense coverage of 2.2x or greater” 2.4% 2.1x 2.6x 2.6x

“ Non-recourse to Brookfield Properties Corporation
® 2006 is lower than our target due to corporate debt used to fund the acquisition of Trizec. In December 2006, this debt was repaid with proceeds
from the common share equity offering

In addition, we attempt to match the maturity of our commercial property debt portfolio with the average lease term of our properties. At
December 31, 2006, the average term to maturity of our commercial property debt was eight years, while our average lease term was seven
years.

During 2006, we financed or refinanced $710 million of commercial property debt. The details are as follows:

Financed / Refinanced

(Millions) Mortgage Interest Rate %
Hudson’s Bay Centre $ 85 CDOR + 150bps
601 & 701 South 12" Street 95 5.42%
53 State Street 143 5.96%
One Bethesda 53 5.66%
Atrium on Bay 34 CDOR + 115bps
Total Commercial Property 410

Term Loan Facility 300 LIBOR + 150bps
Total $ 710

We have $650 million of committed corporate credit facilities consisting of a $350 million bank credit facility and a $300 million line from
Brookfield Asset Management. During 2006, we paid down the balance of these facilities which are in the form of three-year revolving
facilities (balances at December 31, 2005 were $274 million and $50 million, respectively). At the time of the Trizec acquisition, we
financed a new term $600 million loan facility at a rate of LIBOR + 150 basis points in the form of a twelve month facility with two six-
month extension options. The outstanding balance at December 31, 2006 on this facility was $300 million. We also financed Hudson’s Bay
Centre at 150 basis points over the CDOR Interbank rate for $85 million, 601 & 701 South 12" Street at a fixed rate of 5.42% for $95
million and One Bethesda for $53 million at a fixed rate of 5.66%. We refinanced 53 State Street with a $143 million, 10-year non-
recourse mortgage debt at a fixed rate of 5.96%. We also refinanced Atrium on Bay for $34 million on a one-year floating rate basis at 115
basis points over the one-month CDOR Interbank rate while the asset is repositioned. This asset is currently held for sale.

As at December 31, 2006, we had approximately $345 million (2005 - $397 million) of indebtedness outstanding to Brookfield Asset
Management Inc. and its affiliates. During the fourth quarter of 2006, we obtained a $500 million bridge acquisition facility from
Brookfield Asset Management for the purchase of the Trizec portfolio. This facility was fully repaid by the end of December 2006.

The composition of debt owed to Brookfield Asset Management is as follows:

(Millions) Dec. 31, 2006 Dec. 31, 2005
Corporate credit facility $ — $ 50
Property specific debt 174 175
Class AAA series E capital securities 171 172
Total $ 345 $ 397

Interest expense related to indebtedness, including preferred dividends reclassified to interest expense, totaled $35 million for the year ended
December 31, 2006, compared to $12 million in 2005, and was recorded at the exchange amount.
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The details of commercial property debt at December 31, 2006 are as follows:

Brookfield Properties’

Interest Rate Maturity Consolidated Share
Commercial Property Location % Date (Millions) Mortgage Details
Direct
Atrium on Bay Toronto 5.49 2007 $ 34 Non-recourse, floating rate
One Liberty Plaza" New York 6.98 2007 241 Non-recourse, fixed rate
TD Canada Trust Tower Toronto 6.86 2007 103 Non-recourse, fixed rate
Hudson’s Bay Centre Toronto 5.84 2008 85 Non-recourse, floating rate
Petro-Canada Centre Calgary 6.43 2008 108 Non-recourse, fixed rate
One World Financial Center New York 6.32 2009 300 Recourse, floating rate
245 Park Avenue New York 6.65 2011 239 Non-recourse, fixed rate
One Liberty Plaza New York 6.75 2011 401 Non-recourse, fixed rate
Fifth Avenue Place Calgary 7.59 2011 64 Non-recourse, fixed rate
Potomac Tower Washington 4.72 2011 75 Non-recourse, fixed rate
Exchange Tower Toronto 6.83 2012 55 Non-recourse, fixed rate
Two World Financial Center New York 6.91 2013 607 Non-recourse, fixed rate
Four World Financial Center New York 6.95 2013 306 Non-recourse, fixed rate
Bay Wellington Tower Toronto 6.49 2013 298 Non-recourse, fixed rate
Bankers Hall Calgary 7.20 2013 152 Non-recourse, fixed rate
601 South 12th Street Washington 5.42 2013 52 Non-recourse, fixed rate
701 South 12th Street Washington 5.42 2013 43 Non-recourse, fixed rate
Republic Plaza Denver 5.13 2014 168 Non-recourse, fixed rate
1625 Eye Street Washington 6.00 2014 127 Non-recourse, fixed rate
53 State Street Boston 5.96 2016 143 Non-recourse, fixed rate
One Bethesda Washington 5.66 2016 53 Non-recourse, fixed rate
Royal Centre Vancouver 7.50 2022 42 Non-recourse, fixed rate
33 South Sixth Street Minneapolis 6.72 2027 95 Non-recourse, fixed rate
Dain Plaza Minneapolis 7.37 2027 82 Non-recourse, fixed rate
701 9th Street Washington 6.73 2028 153 Non-recourse, fixed rate
75 State Street Boston 7.00 2028 85 Non-recourse, fixed rate
300 Madison Avenue New York 7.26 2032 400 Non-recourse, fixed rate
300 Madison Avenue New York 5.57 2012 92 Non-recourse, floating rate
4,603
U.S. Fund
2000 L Street Washington 6.26 2007 56 Non-recourse, fixed rate
Bethesda Crescent Washington 7.07 2008 34 Non-recourse, fixed rate
Two Ballston Plaza Washington 6.91 2008 26 Non-recourse, fixed rate
5670 Wilshire Los Angeles 6.47 2008 59 Non-recourse, floating rate
Waterview Washington 6.98 2009 30 Non-recourse, floating rate
1460 Broadway New York 5.11 2012 12 Non-recourse, floating rate
Four Allen Center Houston 5.77 2013 240 Non-recourse, fixed rate
Grace Building New York 5.54 2014 195 Non-recourse, fixed rate
1411 Broadway New York 5.50 2014 112 Non-recourse, fixed rate
2001 M Street Washington 5.25 2014 45 Non-recourse, fixed rate
Bank of America Building Los Angeles 5.31 2014 237 Non-recourse, fixed rate
Ernst & Young Plaza Los Angeles 5.07 2014 114 Non-recourse, fixed rate
One New York Plaza New York 5.50 2016 396 Non-recourse, fixed rate
Victor Building Washington 5.39 2016 47 Non-recourse, fixed rate
Marina Towers Los Angeles 5.84 2016 21 Non-recourse, fixed rate
Mezzanine debt — 7.85 2011 3,102 Non-recourse, floating rate
CMBS Pool debt — 6.10 2011 600 Non-recourse, floating rate
CMBS Pool debt — 6.83 2008/2011 473 Non-recourse, fixed rate
5,799
Canadian Fund
First Canadian Place Toronto 8.06 2009 60 Non-recourse, fixed rate
0&Y portfolio debt — Various 2007 139 Various terms
199
Corporate and Other
Term facility — 6.82 2008 300 Recourse, floating rate
Development and other debt — Various Various 318 Various terms
Total® 6.80% $ 11,219

@ Included in restricted cash and deposits is $249 of securities to match interest and principal payments on this commercial property debt
? Includes $34 million of commercial property debt associated with liabilities related to assets held for sale
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Commercial property debt maturities for the next five years and thereafter are as follows:

Weighted-Average

(Millions) Scheduled Interest Rate at
Year Amortization Maturities Total Dec. 31, 2006
2007 $ 171 $ 635 $ 806 6.5%
2008 187 773 960 6.6%
2009 138 471 609 6.6%
2010 208 4 212 6.5%
2011 198 4,770 4,968 7.2%
2012 and thereafter — 3,664 3,664 6.2%
Total $ 902 $ 10,317 $ 11,219 6.8%

“ Includes $34 million of commercial property debt associated with assets held for sale

CONTRACTUAL OBLIGATIONS
The following table presents our contractual obligations over the next five years:

Payments Due By Period

(Millions) Total 1 Year 2 - 3 Years 4 -5 Years After 5 Years
Commercial property debt $ 11,219 $ 806 $ 1,569 $ 5,180 $ 3,664
Residential development debt 236 200 29 7 —
Capital securities" 922 — — 171 751
Interest expense®
Commercial property debt 3,475 690 946 606 1,233
Capital securities - corporate™ 376 50 100 91 135
Capital securities — fund subsidiaries®” 191 28 56 56 51

“ Excludes Class AAA Series E, as these are retractable at the holder’s option or redeemable at our option at any time

® 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

Additionally, we have properties situated on land held under leases or other agreements largely expiring on or before the year 2099.
Minimum rental payments on land leases are approximately $28 million annually for the next five years and $1,230 million in total on an
undiscounted basis.

Credit Ratings
We are currently rated by two credit rating agencies, Dominion Bond Rating Service (“DBRS”) and Standard and Poors (“S&P”). We are
committed to arranging our affairs to maintain these ratings and improve them further over time.

The credit ratings for the company at December 31, 2006 and at the date of this report were as follows:

DBRS S&P
Corporate rating BBB(high) BBB
Preferred shares Pfd-3(high) P3(high)

At the time of the acquisition of the Trizec portfolio, S&P assigned a negative outlook to our rating. We are working to proactively address
this outlook as demonstrated by the December 2006 common equity offering proceeds of which were used to reduce indebtedness.

Credit ratings are intended to provide investors with an independent measure of the credit quality of an issue of securities. The credit ratings
presented are not recommendations to purchase, hold or sell the company’s common or preferred shares, as such ratings do not comment as
to market price or suitability for a particular investor. There is no assurance that any rating will remain in effect for any given period of time
or that any rating will not be revised or withdrawn entirely by a rating agency in the future if, in its judgment, circumstances so warrant.

Corporate Guarantees and Contingent Obligations

We conduct our operations through entities that are fully or proportionately consolidated in the financial statements except for our
investment in Brookfield LePage Johnson Controls and a 25% 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. In addition, we may execute
agreements that provide for indemnifications and guarantees to third parties. Disclosure of commitments, guarantees and contingencies can
be found in Note 25 to the consolidated financial statements.
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ACCOUNTS PAYABLE AND OTHER LIABILITIES

Accounts payable and other liabilities totaled $923 million at December 31, 2006, compared with $500 million at December 31, 2005.
The increase is due to the acquisition of Trizec as well as new land development debt, which totaled $236 million in 2006 compared with
$158 million in 2005. 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 6.2% at
December 31, 2006 (2005 - 5.0%). The balance of the change is due to additional accrued interest as a result of higher debt balances.

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

(Millions) Dec. 31, 2006 Dec. 31, 2005
Accounts payable and accrued liabilities $ 549 $ 227
Residential payables and accrued liabilities 138 115
Land development debt 236 158
Total $ 923 $ 500

INTANGIBLE LIABILITIES

Intangible liabilities are below-market tenant leases and above-market ground leases assumed on acquisitions, net of related accumulated

amortization.

The composition of intangible liabilities is as follows:

(Millions) Dec. 31, 2006 Dec. 31, 2005
Intangible liabilities
Below-market leases $ 902 $ 56
Above-market ground leases 70 74
972 130
Less accumulated depreciation
Below-market leases (46) (1)
Above-market ground leases (7) (3)
Total net $ 919 $ 126

FUTURE INCOME TAXES

At December 31, 2006, we had a net future income tax liability of $584 million compared to $188 million at December 31, 2005, an

increase of $396 million, primarily due to the utilization of tax losses and the Trizec acquisition.

(Millions) Dec. 31, 2006 2005
Future income tax liabilities related to difference in tax and book basis, net $ (935) $ (541)
Future income tax assets related to non-capital losses and capital losses 351 353
Total $ (584) $ (188)

CAPITAL SECURITIES - CORPORATE

Pursuant to the CICA Handbook section 3861, “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 Dec. 31, 2006 Dec. 31, 2005
Class AAA Series E 8,000,000 70% of bank prime $ 171 $ 172
Class AAA Series F 8,000,000 6.00% 17 172
Class AAA Series G 4,400,000 5.25% 110 110
Class AAA Series H 8,000,000 5.75% 171 173
Class AAA Series | 8,000,000 5.20% 171 172
Class AAA Series J 8,000,000 5.00% 171 172
Class AAA Series K 6,000,000 5.20% 128 130
Total $ 1,093 $ 1,101

For redemption dates, refer to Note 16 of the consolidated financial statements
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CAPITAL SECURITIES — FUND SUBSIDIARIES
We consolidate our investment in the U.S. Office Fund. Capital securities within our Fund are as follows:

(Millions) Dec. 31, 2006 Dec. 31, 2005
Debt securities $ 257 —
Redeemable equity interests 546 —
Total $ 803 —

Debt securities consist of partner contributions to the Fund by way of an unsecured debenture. The debenture matures on October 31, 2013
and bears interest at 11%.

Redeemable equity interests includes $481 million of equity contributions made to the Fund by our joint venture partner, Blackstone.
Under the terms of the joint venture agreement, commencing in 2011 Blackstone has the option to put its interest in the venture in
exchange for certain properties that are sub-managed by Blackstone. If Blackstone does not exercise this option, in 2013 the Brookfield
Properties-led consortium has the option to call Blackstone’s interest in the venture in exchange for the Blackstone sub-managed properties.
On exercise of either the put or call, the parties are subject to certain cash adjustment payments to compensate for relative differences in
the performance of their respective sub-managed properties in terms of net cash flow and changes in fair value. Blackstone's equity interest
is classified as a liability in our financial statements as we are obligated to transfer assets to Blackstone as a result of Blackstone's put
option. For the year-ended December 31, 2006, there was no impact on the financial statements as a result of the accounting for this
arrangement. The balance of redeemable equity interests is comprised of $65 million of redeemable preferred securities bearing interest at
12%.

NON-CONTROLLING INTERESTS — FUND SUBSIDIARIES
At December 31, 2006, non-controlling interests — fund subsidiaries was $266 million (2005 - nil) and represents equity contributions by
other Fund investors in the Brookfield Properties-led consortium.

NON-CONTROLLING INTERESTS — OTHER SUBSIDIARIES

In addition to our 100% owned subsidiaries, we conduct our commercial property operations through BPO Properties Ltd. (“BPO
Properties”) in Canada, which holds substantially all of our Canadian assets other than BCE 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 Washington, D.C. assets.

The following table details the components of non-controlling interests:

(Millions) Others’ Equity Ownership Dec. 31, 2006 Dec. 31, 2005
Common shares of BPO Properties 11.0% $ 55 $ 47
Limited partnership units of Brookfield Financial Properties 0.6% 12 12
Total $ 67 $ 59

Non-controlling interests in BPO Properties increased to $55 million at December 31, 2006 from $47 million at December 31, 2005
primarily due to earnings in 2006 in excess of distributions.

PREFERRED EQUITY — SUBSIDIARIES

In addition to the preferred equity classified as capital securities, we had $326 million of preferred equity outstanding at December 31,
2006 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 interests expense.

The following table details the preferred shares issued by our subsidiaries:

Shares Preferred Cumulative

(Millions, except share information) Outstanding  Shares Series Dividend Rate Dec. 31, 2006 Dec. 31, 2005
BPO Properties

1,805,489 Series G 70% of bank prime $ 39 $ 39

3,816,527 Series J  70% of bank prime 82 82

300 Series K 30-day BA + 0.4% 127 129

2,847,711 Series M 70% of bank prime 61 62

800,000 Series N 30-day BA + 0.4% 17 17

Total $ 326 $ 329

During 2006, dividends of $14 million were paid on preferred shares issued by our subsidiaries, compared with $10 million in 2005.
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PREFERRED EQUITY — CORPORATE

At December 31, 2006 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 Dec. 31, 2006 Dec. 31, 2005
Class A redeemable voting 6,312,000 7.50% $ 11 $ 11
Class AA Series E 2,000,000 70% of bank prime 34 34
Total $ 45 $ 45

For details regarding the terms on our preferred shares, refer to our Annual Information Form.
During 2006, we paid preferred dividends of $3 million, compared to $2 million in 2005.

COMMON EQUITY
As at December 31, 2006, we had 264,578,971 issued and outstanding common shares. On a diluted basis, we had 269,365,276
common shares outstanding, calculated as follows:

Dec. 31, 2006 Dec. 31, 2005

Common shares outstanding 264,578,971 231,209,625
Unexercised options 4,786,305 4,641,961
Common shares outstanding — diluted"’ 269,365,276 235,851,586
Common shares repurchased — 2,693,500

@ Includes all potential common shares at December 31, 2006 and December 31, 2005

The diluted book value per common share at December 31, 2006 was $11.76 compared with $8.35 at December 31, 2005. While we
repurchased no common shares during 2006, since the inception of the normal course issuer bid in 1999, we have repurchased
approximately 21 million shares at an average price of $14.97 per share on a post-split adjusted basis.

At December 31, 2006, the book value of our common equity was $3.1 billion, compared with a market equity capitalization of
approximately $10.4 billion, calculated as total common shares outstanding multiplied by $39.33, the closing price per common share on
the New York Stock Exchange on December 29, 2006.

Equity offering

In December, 2006, we entered into agreements for the issuance of 33 million of our common shares. Under the agreements, the
underwriters purchased 20.625 million of our common shares at a price of $38 per share. Concurrently, Brookfield Asset Management
purchased, directly or indirectly, 12.375 million of our common shares at a price of $38 per share. The gross proceeds from the combined
share issuances totaled approximately $1.25 billion.

Following the offering, Brookfield Asset Management owns, directly and indirectly, approximately 50.1% of our voting interest.

The proceeds from this offering were used to repay outstanding indebtedness taken on to finance the company’'s $857 million equity
investment in its U.S. Office Fund created to invest in the acquisition of Trizec and the repayment of lines of credit to ensure the company
is in a position to acquire further assets should opportunities of interest become available.

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.

Contractual rent is the primary driver of cashflow from operating activities, which represents the primary source of liquidity to fund debt
service, dividend payments and recurring capital and leasing costs in our commercial property portfolio. Sufficient cashflows are generated
by our properties to service these obligations. We seek to increase income from our existing properties by maintaining quality standards,
which promote high occupancy rates and permit increases in rental rates while reducing tenant turnover, and controlling operating expenses.
Other sources of revenue include third-party fees generated by our real estate management, leasing and development businesses. In
addition, our tax status as a corporation and substantial tax loss pools allow us to reinvest and retain cash generated by our operations
without incurring cash taxes.
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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 up to 70%. In addition, in certain circumstances when 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.

For the year ended December 31, 2006, common share dividends paid exceeded net cash provided from operating activities, primarily due
to the expansion of our land and housing division which utilized approximately $258 million of operating cash flow. Excluding this,
operating cashflow exceeded dividends paid by $151 million. During 2006, the company arranged $78 million of project specific financing
related to our residential development operations and the balance of capital required was funded by free cashflow generated from our
commercial operations.

COST OF CAPITAL
We continually strive to reduce our weighted average cost of capital and improve common shareholders’ equity returns through value-
enhancement initiatives and the consistent monitoring of the balance between debt and equity financing.

As at December 31, 2006, our weighted average cost of capital, assuming a 12% return on equity, was 7.9% (2005 — 8.1%). Our cost of
capital is lower than many of our peers because of the greater amount of investment-grade financing which can be placed on our assets, a
function of the high-quality nature of both the assets and the tenant base which comprise our portfolio. The increase over the prior year is
due to a general increase in interest rates resulting in a higher cost of floating rate debt.

The following schedule details the capitalization of the company at the end of 2006 and 2005 and the related costs thereof:

Cost of Capital™ Underlying Value®”
(Millions) Dec. 31, 2006 Dec. 31, 2005 Dec. 31, 2006 Dec. 31, 2005
Liabilities
Commercial property debt 6.8% 6.5% $ 11,219 $ 5,267
Residential debt 6.2% 5.0% 236 158
Capital securities — corporate 5.2% 5.1% 1,093 1,101
Capital securities — fund subsidiaries® 10.0% — 803 —
Non-controlling interests — fund subsidiaries™ 10.0% — 266 —
Non-controlling interests — other subsidiaries 12.0% 12.0% 67 59
Preferred equity - subsidiaries 4.3% 3.6% 326 329
Shareholders’ equity
Preferred equity - corporate 5.0% 4.5% 45 45
Common equity 12.0% 12.0% 10,406 6,802
Total® 7.9% 8.1% $ 24,461 $13,761

@ As a percentage of average book value

@ Underlying value of liabilities represents the cost to retire on maturity. Underlying value of common equity is based on the closing stock price of
Brookfield Properties’ common shares

® Assuming 10% return on co-invested capital

“"In calculating the weighted average cost of capital, the cost of debt has been tax-effected
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OPERATING RESULTS

NET INCOME
Our net income for the year ended December 31, 2006 was $135 million ($0.56 per diluted share) compared to $164 million ($0.69 per
diluted share) in 2005. The net decrease is largely a result of:

e an increase in interest expense of $156 million ($0.66 per diluted share) related to interest carry on the Trizec portfolio, the
recent acquisitions of One Bethesda and 601 & 701 South 12" Street in Washington, D.C. and new debt on Hudson’s Bay Centre;

e an increase in general and administrative expense of $19 million ($0.08 per diluted share) primarily due to the expansion of our
portfolio and asset management platform;

e an increase in depreciation and amortization expense of $120 million ($0.51 per diluted share) related to the Trizec acquisition
as well as the acquisitions of One Bethesda and 601 & 701 South 12" Street in Washington, D.C., and a full year of depreciation
and amortization from the O&Y portfolio offset by:

e  $38 million of growth ($0.16 per diluted share) from our residential development operations which continues to benefit from the
low interest rate environment and strong demand in the Alberta housing market;

e  $166 million of growth ($0.71 per diluted share) from commercial property operating income, primarily as a result of the Trizec
acquisition, the acquisitions of One Bethesda and 601 & 701 South 12" Street in the first and second quarters of 2006,
respectively, the purchase of the remaining 75% interest in Hudson’s Bay Centre in the second quarter of 2006 and a full year of
net operating income from the O&Y portfolio;

e an $11 million gain ($0.05 per diluted share), net of tax, on the sale of eight properties from the O&Y portfolio during the second
quarter of 2006 and an $18 million gain ($0.08 per diluted share), net of tax, on the sale of the Trade Center Denver in the first
quarter of 2006;
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Set out below is a summary of the various components of our net income and funds from operations. Discussion of each of these
components is provided on the following pages.

(Millions) 2006 2005 2004
Total revenue $ 1,923 $ 1,529 $ 1,408
Net operating income

Commercial property operations

Operating income from commercial properties $ 840 $ 674 $ 666
Lease termination income — — 60
Total commercial property operations 840 674 726
Residential development operations 144 106 42
Interest and other income 44 37 47
1,028 817 815
Expenses
Interest
Commercial property debt 424 273 258
Capital securities — corporate 59 b4 44
Capital securities — fund subsidiaries (19) — —
General and administrative 67 48 41
Transaction costs 15 — —
Non-controlling interests
Fund subsidiaries (14) — —
Other subsidiaries 21 16 20
Depreciation and amortization 281 161 138
Unrealized foreign exchange on preferred share restatement — — 63
Future income taxes 91 103 116
Net income from continuing operations 103 162 135
Discontinued operations"’ 32 2 3
Net income $ 135 $ 164 $ 138
Net income per share — diluted
Continuing operations $ 042 $ 0.68 $ 042
Discontinued operations 0.14 0.01 0.01
Lease termination income — — 0.15
$ 0.56 $ 0.69 $ 0.58
Funds from operations and gains per share - diluted
Continuing operations $ 1.84 $ 1.81 $ 1.66
Discontinued operations 0.03 0.04 0.04
Lease termination income and disposition gains 0.19 — 0.25
$ 2.06 $ 1.85 $ 1.95

" Refer to page 47 for further details on discontinued operations

It should be noted that challenges of comparability of net income exist among various real estate companies, as those entities structured as
corporations, such as Brookfield Properties, are required to charge their earnings with tax expense, despite the presence of tax losses which
reduce the cash tax obligation. This differs from those entities which operate as real estate investment trusts (“REITs”), as REITs are not
subject to taxation, provided they remain in compliance with specific tax codes.
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Our net income per share and weighted average common shares outstanding are calculated as follows:

(Millions, except per share amounts) 2006 2005 2004
Net income $ 135 $ 164 $ 138
Preferred share dividends (3) (2) (2)
Net income available to common shareholders $ 132 $ 162 $ 136
Weighted average shares outstanding — basic 2324 232.1 234.0
Net income per share — basic $ 0.57 $ 0.70 $ 0.58
Weighted average shares outstanding — diluted 235.3 234.2 235.7
Net income per share — diluted $ 0.56 $ 0.69 $ 0.58
Weighted average shares outstanding — basic 2324 232.1 234.0
Unexercised options 2.9 2.1 1.7
Weighted average shares outstanding — diluted 235.3 234.2 235.7

RECONCILIATION OF NET INCOME TO FUNDS FROM OPERATIONS

(Millions) 2006 2005 2004
Net income $ 135 $ 164 $ 138
Depreciation and amortization" 284 168 145
Unrealized foreign exchange on preferred share restatement — — 63
Future income taxes® 107 103 116
Non-cash items included in capital securities — fund subsidiaries and non-

controlling interests — fund subsidiaries (45) — —
Funds from operations and gains $ 481 $ 435 $ 462
Transaction costs 15 — —
Non-controlling interests in transaction costs™ 9) — —
Property disposition gain (44) — —
Lease termination income — — (59)
Funds from operations $ 443 $ 435 $ 403

® Includes depreciation and amortization from discontinued operations of $3 million, $7 million and $7 million for the years ended December 31,
2006, 2005 and 2004, respectively

? Includes future income taxes from discontinued operations of $16 million, nil and nil for the years ended December 31, 2006, 2005 and 2004,
respectively

® Represents non-controlling interests in transaction costs, which have been added back to net income. These costs included merger integration
costs and employee transition costs. Net of non-controlling interests, our share of these costs was $6 million.

After providing for preferred share dividends, our funds from operations per diluted share, excluding lease termination income and gains, is
calculated as follows:

(Millions, except per share amounts) 2006 2005 2004
Funds from operations $ 443 $ 435 $ 403
Preferred share dividends (3) (2) (2)

$ 440 $ 433 $ 401
Weighted average shares outstanding — diluted 235.3 234.2 235.7
Funds from operations per share — diluted $ 1.87 $ 1.85 $ 1.70

Funds from operations was $1.87 per share in 2006 compared with $1.85 per share in 2005. Our 2005 results include a special fee of
$30 million ($0.13 per share) received from Goldman Sachs pursuant to a cooperation agreement permitting the commencement of
construction on certain lands adjacent to the company’s World Financial Center in New York, known as Site 26. The 2004 results included
lease termination income of $60 million ($0.25 per share) in connection with the termination of a previously existing lease and the
commencement of a new lease at One World Financial Center in New York.

41



REVENUE
The components of revenue are as follows:

(Millions) 2006 2005 2004
Commercial property revenue

Revenue from continuing operations $ 1,382 $ 1,051 $ 993

Recurring fee income 32 22 20

Non-recurring fee and other income 5 30 27
Total commercial property revenue 1,419 1,103 1,040
Revenue from residential development operations 460 389 261
Revenue from commercial property and residential development operations 1,879 1,492 1,301
Lease termination income — — 60
Interest and other 44 37 47
Total $ 1,923 $ 1,529 $1,408

COMMERCIAL PROPERTY OPERATIONS
Commercial property net operating income totaled $840 million in 2006 compared with $674 million in 2005 and $666 million in 2004.

The components of commercial property net operating income from continuing operations are as follows:

(Millions) 2006 2005 2004
Commercial property revenue
Revenue from current properties $ 1,365 $ 1,030 $ 971
Straight-line rental income 17 21 22
Revenue from continuing operations 1,382 1,051 993
Recurring fee income 32 22 20
Non-recurring fee and other income 5 30 27
Total commercial property revenue 1,419 1,103 1,040
Property operating costs (579) (429) (374)
Commercial property net operating income $ 840 $ 674 $ 666
(Millions) 2006 2005 2004
Commercial property operations
Net operating income — same property $ 615 $ 616 $ 619
Net operating income — properties acquired 53 6 —
Net operating income — properties acquired - Trizec 135 — —
Recurring fee income 32 22 20
Non-recurring fee and other income 5 30 27
Commercial property net operating income $ 840 $ 674 $ 666

The components of commercial property net operating income from discontinued operations are as follows:

(Millions) 2006 2005 2004
Discontinued operations
Revenue from discontinued operations $ 20 $ 34 $ 34
Property operating expenses (10) (17) (17)
Net operating income from discontinued operations $ 10 $ 17 $ 17

Revenue from commercial properties includes rental revenues earned from tenant leases, straight-line rent, percentage rent and additional
rent from the recovery of operating costs and property taxes. Revenue from commercial properties totaled $1,419 million during 2006
compared with $1,103 million in 2005 and $1,040 in 2004. The increases are primarily a result of the Trizec acquisition as well as the
acquisitions in our Washington, D.C. portfolio that took place during 2006 and the acquisition of the O&Y portfolio in the fourth quarter of
2005.
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Our leases generally have clauses which provide for the collection of rental revenues in amounts that increase every five years, with these
increases negotiated at the signing of the lease. The large number of high-credit quality tenants in our portfolio lowers the risk of not
realizing these increases. GAAP requires that these increases be recorded on a straight-line basis over the life of the lease. For the year
ended December 31, 2006, we recognized $17 million of straight-line rental revenue, as compared to $21 million in 2005.

Commercial property operating costs which include real estate taxes, utilities, insurance, repairs and maintenance, cleaning and other
property-related expenses were $579 million in 2006, as compared to $429 million in 2005. The primary reason for the increase was the
acquisition of Trizec in the fourth quarter of 2006, as well as the acquisitions of One Bethesda and 601 & 701 South 12" Street in
Washington D.C. during the year. These acquisitions accounted for approximately $87 million of the increase in 2006. Additionally, in
2006 we had a full year of commercial property operating costs related to the O&Y properties, which accounted for $36 million of this
increase (the O&Y portfolio was purchased in the fourth quarter of 2005). On top of these acquisitions, premiums for insurance have
increased substantially for all property owners, utility costs have generally risen by 10% due to higher gas and electricity costs, and
inflationary pressures have resulted in an increase in commercial property operating costs.

Substantially all of our leases are net leases in which the lessee is required to pay their proportionate share of property operating expenses
such as utilities, repairs, insurance and taxes. Consequently leasing activity is the principal contributor to the change in same property net
operating income. During 2006, occupancy increased due to lease-ups in Lower Manhattan, Washington, D.C., and Denver as compared to
2005, but was offset by a decrease in straight-line rental revenue recognized. At December 31, 2006, average in-place net rent throughout
the portfolio was $21 per square foot.

The following table shows the average in-place rents and estimated current market rents for similar space in each of our markets as at
December 31, 2006:

Gross Avg. Avg. In-Place Avg. Market
Leasable Area Lease Term Net Rent Net Rent
(000’s Sq. Ft.) (Years) ($ per Sq. Ft.) ($ per Sq. Ft.)

New York, New York
Midtown 6,334 11.5 $ 34 $ 65
Lower Manhattan 13,182 8.6 26 32
Boston, Massachusetts 2,163 5.5 28 32
Washington, D.C. 6,771 6.7 24 35
Houston, Texas 6,958 5.4 11 17
Los Angeles, California 10,672 5.1 19 24
Toronto, Ontario 12,283 6.8 20 23
Calgary, Alberta 7,845 6.4 19 29
Ottawa, Ontario 2,939 6.1 12 14
Denver, Colorado 1,795 8.1 17 17
Minneapolis, Minnesota 3,008 7.1 9 15
Other 1,845 8.1 10 15
Total” 75,795 7.3 $ 21 $ 29

@ Excludes developments

Our total portfolio occupancy rate increased by 50 basis points to 95.1% at December 31, 2006 compared with 94.6% at December 31,
2005 primarily due to the improved leasing environment in 2006 across almost all of our markets, particularly Three World Financial Center
in lower Manhattan, as well as the acquisitions of One Bethesda and 601 & 701 South 12" Street in Washington, D.C., offset by the
acquisition of the Trizec portfolio.
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A summary of current and historical occupancy levels for the past two years is as follows:

Dec. 31, 2006 Dec. 31, 2005
Total Total
Square % Square %
(Thousands of square feet) Feet Leased Feet Leased
New York, New York
Midtown 6,334 98.3 2,786 99.7
Lower Manhattan 13,182 95.7 9,667 93.5
Total New York, New York 19,516 96.5 12,453 94.9
Boston, Massachusetts 2,163 92.5 2,163 92.1
Washington, D.C. 6,771 97.6 1,557 98.5
Houston, Texas 6,958 94.6 — —
Los Angeles, California 10,672 87.4 — —
Toronto, Ontario 12,283 95.8 12,278 93.4
Calgary, Alberta 7,845 99.8 8,936 99.1
Ottawa, Ontario 2,939 99.2 2,935 99.7
Denver, Colorado 1,795 95.7 2,605 86.9
Minneapolis, Minnesota 3,008 89.3 3,008 87.9
Other 1,845 95.6 2,095 92.3
Total” 75,795 95.1 48,030 94.6

@ Excludes developments

During 2006, we leased 6.2 million square feet of space at an average leasing net rent of $22 per square foot. This included 3.6 million
square feet of new leases and 2.6 million square feet of renewals. Expiring net rent for the portfolio averaged $18 per square foot.

The details of our leasing activity for 2006 are as follows:

Dec. 31, 2005 Activities During the Year Ended Dec. 31, 2006 Dec. 31, 2006
Average Average
Accelerated Expiring Leasing Acq./

(Thousands of sq. ft.) GLA™ Leased | Expiries Expiries  Net Rent Leasing Net Rent (Disp.) GLA™  Leased
New York, New York

Midtown 2,786 2,777 (12) (235) $ 40 239 $ 69 3,459 6,334 6,228

Lower Manhattan 9,667 9,057 (364) (54) 15 877 23 3,107 13,182 12,623
Boston, Massachusetts 2,163 2,013 (39) (99) 29 146 26 — 2,163 2,021
Washington, D.C. 1,557 1,642 (31) (95) 23 180 25 5,036 6,771 6,632
Houston, Texas — — (58) (230) 14 614 14 6,296 6,958 6,622
Los Angeles, California — — (159) (147) 19 328 23 9,575 | 10,672 9,597
Toronto, Ontario 12,278 11,591 (356) (595) 21 1,198 22 2 12,283 11,840
Calgary, Alberta 8,936 8,865 (67) (702) 16 798 26 (1,064) 7,845 7,830
Ottawa, Ontario 2,935 2,930 (37) (928) 9 957 16 2 2,939 2,924
Denver, Colorado 2,605 2,334 (414) (34) 15 571 18 (718) 1,795 1,739
Minneapolis, Minnesota 3,008 2,708 (133) (1) 11 167 15 — 3,008 2,741
Other 2,095 1,971 (34) (118) 12 174 16 (210) 1,845 1,783
Total 48,030 45,788 | (1,704) (3,238) $18 6,249 $ 22 25,485 | 75,795 72,580

“ Excludes developments

Acquisitions

The value created in our mature commercial properties provides us with the opportunity to generate additional gains and a potential source
of capital available to reinvest in other assets at higher returns. The acquisition of the Trizec portfolio as well as One Bethesda and 601 &
701 South 12" Street in greater Washington, D.C. contributed an additional $188 million to net operating income in 2006. Net operating
income from the O&Y portfolio, which was purchased in the fourth quarter of 2005, contributed $39 million in 2006.
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Recurring fee income

Fee income includes property management fees, leasing fees and project management fees relating to certain co-owned properties. Fee
income serves as a cashflow supplement to enhance returns from co-owned assets. We also earn fees through Brookfield Residential
Services Ltd. and Brookfield LePage Johnson Controls. Brookfield Residential Services Ltd. has been managing condominiums in the
Greater Metropolitan Toronto area for the past 25 years and manages in excess of 47,000 units in over 250 condominium corporations.
Brookfield Properties LePage Facilities Management, one of the largest facilities management operations in Canada, is owned 40% by
Brookfield Properties in partnership with Johnson Controls. This joint venture, which is equity accounted, manages close to 80 million
square feet of premises for major corporations and government.

The details of our fee income are as follows:

(Millions) 2006 2005 2004
Property management, leasing, project management and other fees $ 16 $ 7 $ 6
Brookfield Residential Services Ltd. fees 13 9 8
Brookfield LePage Johnson Controls 3 6 6
Total $ 32 $ 22 $ 20

The generation of fee income is not viewed as a separate segmented business activity; however, with the establishment of our office funds,
the associated fees represent an important area of growth for us and are expected to increase as we expand our assets under management.
These fees typically include a stable base fee for providing regular ongoing services as well as performance fees that are earned when the
performance of the fund exceeds certain predetermined benchmarks. We will also earn transaction fees for investment and leasing activities
conducted on behalf of these funds.

Lease termination income

During the first quarter of 2004, we entered into a 20-year lease with Cadwalader, Wickersham & Taft for approximately 460,000 square
feet in One World Financial Center in New York. The transaction resulted in termination income of $60 million in the second quarter of
2004 upon termination of the existing lease. While these events are opportunistic and difficult to predict, the dynamic tenant base which is
typical of our buildings should provide us with similar opportunities in the future.

RESIDENTIAL DEVELOPMENT OPERATIONS

Our residential development operations are located in five markets: Alberta, Ontario, Colorado, Texas and Kansas City. Most of our land
holdings were purchased in the mid-1990’s, and as a result have an embedded cost advantage over many companies which are acquiring
land today at much higher prices.

Our residential development operations contributed $144 million of pre-tax income during 2006, as compared to $106 million during 2005
and $42 million in 2004. These increases are due to an increase in operating margins which is attributable to the low cost basis of our land
inventory offset by a decrease in volume due to longer housing build-out times. Longer housing build-out times are a result of both labor and
material shortages in Alberta and a housing slowdown in the U.S.

The components of residential development net operating income are as follows:

(Millions) 2006 2005 2004
Sales revenue $ 460 $ 389 $ 261
Operating costs (316) (283) (219)
Total $ 144 $ 106 $ 42

Lot sales for the past three years and the related revenue are as follows:

Lot Sales Lot Sales Revenue Average Lot Sales Revenue
(Units) (Millions) (Thousands)
2006 2005 2004 2006 2005 2004 2006 2005 2004
Alberta 2,347 2,617 2,078 $ 277 $184 $107 $118 $ 70 $ 51
Colorado 96 369 468 6 22 19 63 60 41
Texas 55 — — 2 — — 36 — —
Kansas City 64 — — 2 — — 31 — —
Other" — — — — 5 — — — —
Total 2,562 2,986 2,546 $ 287 $211 $126 $112 $ 71 $ 49

“ Represents $5 million earned on the completion of all outstanding commitments related to a previous development in Florida
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Home sales for the past three years and the related revenue are as follows:

Home Sales Home Sales Revenue Average Home Sales Revenue

(Units) (Millions) (Thousands)
2006 2005 2004 2006 2005 2004 2006 2005 2004
Alberta 538 556 496 $100 $ 84 $ 61 $ 186 $ 151 $ 123
Ontario 280 391 339 73 94 74 261 240 218
Total 818 947 835 $173 ¢ 178 $ 135 $ 211 $ 188 $ 162

Residential development operating costs, which include land costs, land servicing costs, housing development costs, property taxes and
other related costs increased to $316 million during 2006 from $283 million in 2005 and $219 million in 2004. These increases are a
result of our expanded operations leading to a decrease in unit sales from inflationary pressures due to a high demand and limited supply of
labor market.

INTEREST AND OTHER INCOME

Interest and other income includes interest charged on real estate mortgages and residential receivables, interest received on cash balances,
and transactional gains. Interest and other income increased to $44 million in 2006 compared with $37 million in 2005 and $47 million
in 2004, primarily due to interest on cash deposits held as part of the Trizec acquisition.

INTEREST EXPENSE

Commercial property debt

Interest expense relating to commercial property debt increased to $424 million in 2006, from $273 million in 2005 and $258 million in
2004. These increases relate to additional interest carry on the Trizec portfolio and Washington, D.C. acquisitions and the cessation of
interest capitalization on Three World Financial Center in the first quarter of 2005.

Capital securities — corporate
Interest expense on capital securities — corporate relates to preferred share dividends reclassified to interest expense. This amount increased
to $59 million in 2006 from $54 million in 2005 and $44 million in 2004 due to the issuance of Series’ |, J and K in 2004 and the
impact of interest rates on Series E.

Capital securities — fund subsidiaries
Interest expense on capital securities — fund subsidiaries represents expenses incurred on our investment in the U.S. Office Fund as follows:

(Millions) 2006 2005
Interest on debt securities $ 7 —
Interest on redeemable equity interests 4 —
11 —
Non-cash component™” (30) —
Total $ (19) —

@ Represents co-investors share of non-cash items, such as depreciation and amortization

GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative costs during the year ended 2006 increased to $67 million from $48 million in 2005 and $41 million in 2004
due to expansion of our asset management platform including the acquisition of the Trizec portfolio in the fourth quarter of 2006, as well as
inflationary and competitive pressures on salaries. Included in general and administrative expenses is $13 million (2005 - $9 million) of
expenses related to the operations of our subsidiary, Brookfield Residential Services Ltd.

TRANSACTION COSTS
Transaction costs represent $15 million of costs incurred related to the Trizec merger. These costs included merger integration costs and
employee transition costs. Net of non-controlling interests, our share of these costs was $6 million.
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NON-CONTROLLING INTERESTS
Fund subsidiaries
Our non-controlling interests in our fund subsidiaries is as follows:

(Millions) 2006 2005
Non-controlling interests $ 1 —
Non-cash component” (15) —
Total $ (14) —

“ Represents co-investors share of non-cash items, such as depreciation and amortization

Other subsidiaries
Non-controlling interests consists of earnings attributable to interests not owned by Brookfield Properties in BPO Properties and Brookfield
Financial Properties, as well as dividends on shares issued by BPO Properties and our 100%-owned subsidiaries.

For the year ended December 31, 2006, dividends paid on shares issued by our subsidiaries increased to $14 million from $11 million in
2005 and $48 million in 2004. The 2004 results included the impact of the redemption of $120 million of preferred shares issued by our
subsidiaries in October 2004 as well as the payment of a special dividend in March 2004.

Non-controlling interests in subsidiary earnings was $7 million in 2006 compared with $5 million in 2005 and $(28) million in 2004. The
2004 results included the lease termination income earned in the third quarter of 2004 and the payment of a special dividend by BPO
Properties in March 2004.

The following table outlines the dividends and earnings paid or attributable to other shareholders of subsidiaries of Brookfield Properties:

(Millions) Type 2006 2005 2004
BPO Properties Redeemable preferred shares” $ 13 $ 10 $ 8
BPO Properties Common shares 1 1 37
100%-owned subsidiaries Redeemable preferred shares"” — — 3
Dividends — shares of subsidiaries $ 14 $ 11 $ 48
BPO Properties Participating interests $ 6 $ 4 $ (30)
Brookfield Financial Properties Participating interests 1 1 2
Non-controlling interests expense in subsidiary

earnings $ 17 $ 5 $ (28)
Total $ 21 $ 16 $ 20

" Non-participating

DEPRECIATION AND AMORTIZATION EXPENSE

Depreciation for the year ended December 31, 2006 increased by $120 million to $281 million from $161 million in 2005. The majority
of this increase was due to the addition of the Trizec portfolio in the fourth quarter of 2006 and the Washington, D.C. properties in the first
and second quarters of 2006 as well as a full year of depreciation and amortization related to the O&Y properties.

DISCONTINUED OPERATIONS

During the fourth quarter of 2006, we reached an agreement to sell our 50% interest in Atrium on Bay in Toronto and our 25% interest in
both 2200 Walkley and 2204 Walkley in Ottawa. During the second quarter of 2006, we sold our 25% interest in eight of the properties
purchased in the O&Y acquisition resulting in a gain of $14 million. During the first quarter of 2006, we sold our 100% interest in the
World Trade Center Denver (“WTD”) and recognized a gain of $30 million. Income attributable to discontinued operations was $4 million for
2006, compared to $2 million in 2005 and $3 million in 2004. The 2004 results also include the sale of Colorado State Bank Building,
which was sold in the fourth quarter of 2005.
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The following table summarizes the income from discontinued operations:

(Millions) 2006 2005 2004
Revenue from discontinued operations $ 20 $ 34 $ 34
Operating expenses (10) (17) (17)

10 17 17
Interest expense 3) (8) (7)
Funds from operations — discontinued operations 7 9 10
Depreciation and amortization (3) (7) (7)
Income from discontinued operations” $ 4 $ 2 $ 3

v Excludes gains

SEGMENTED INFORMATION

The company and its subsidiaries operate in the U.S. and Canada within the commercial property and the residential development
businesses. The commercial markets in which we operate are primarily New York, Boston, Washington, D.C., Houston, Los Angeles, Denver
and Minneapolis in the U.S., and Toronto, Calgary and Ottawa in Canada. Approximately 71% of our commercial property net operating
income is derived from the U.S. Our residential development operations are focused in five markets: Alberta and Ontario in Canada and
Colorado, Texas and Kansas City in the U.S. Details of the segmented financial information for our principal areas of business are as follows:

Commercial Residential
United States Canada Development Total
(Millions) 2006 2005 2006 2005 2006 2005 2006 2005
Assets
Commercial properties $13,136 $5,289 $2,151 $2,141 $ — $ — $15,287 $7,430
Development properties 433 29 302 195 706 391 1,441 615
Receivables and other 516 337 213 320 245 173 974 830
Intangible assets 799 70 54 55 — — 853 125
Restricted cash and deposits 497 314 10 2 — — 507 316
Marketable securities — — — 58 — — — 58
Cash and cash equivalents 166 33 21 25 1 6 188 64
Assets held for sale — 75 64 — — — 64 75
Total $15,547 $6,147 $2,815 $2,796 $ 952 $ 570 $19,314 $9,513
Commercial Residential
United States Canada Development Total
(Millions) 2006 2005 2006 2005 2006 2005 2006 2005
Revenues $ 994 $ 787 $ 425 $ 316 $ 460 $ 389 $ 1,879 $1,492
Expenses 400 297 179 132 316 283 895 712
594 490 246 184 144 106 984 780
Other revenues 19 5 16 28 9 4 44 37
Net operating income from continuing
operations 613 495 262 212 153 110 1,028 817
Interest expense
Commercial property debt 317 178 107 95 — — 424 273
Capital securities — corporate 59 b4 — — — — 59 54
Capital securities — fund subsidiaries (19) — — — — — (19) —
General and administrative 34 28 33 20 — — 67 48
Transaction costs 15 — — — — — 15 —
Non-controlling interests
Fund subsidiaries (14) — — — — — (14) —
Other subsidiaries 1 — 20 16 — — 21 16
Depreciation and amortization 202 124 78 37 1 — 281 161
Income before unallocated costs 18 111 24 44 152 110 194 265
Future income taxes 91 103
Net income from continuing operations $ 103 $ 162
Discontinued operations 32 2
Net income $ 135 $ 164
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QUARTERLY RESULTS

The 2006 and 2005 results by quarter are as follows:

2006 2005
(Millions, except per share amounts) Q4 Q3 Q2 Ql Q4 Q3 Q2 Ql
Total revenue $ 680 $ 428 $421 $ 394 $ 469 $ 373 $ 357 $ 330
Commercial property operations 313 180 177 170 190 158 161 165
Residential development operations 51 37 31 25 45 24 24 13
Interest and other 14 9 8 13 6 10 10 11
378 226 216 208 241 192 195 189
Expenses
Interest™ 207 96 93 87 85 83 80 79
Interest — capital securities — fund subsidiaries (19) — — — — — — —
General and administrative 23 15 14 15 15 11 11 11
Transaction costs 15 — — — — — —
Non-controlling interests — fund subsidiaries (14) — — — — — — —
Non-controlling interests — other subsidiaries 4 7 6 4 4 4 5 3
Depreciation and amortization 136 50 51 44 46 40 40 35
Future income taxes and other provisions 4 23 37 27 42 22 19 20
Net income from continuing operations $ 22 $ 35 $ 15 $ 31 $ 49 $ 32 $ 40 $ 41
Discontinued operations (1) — 15 18 (2) 1 1 2
Net income $ 21 $ 35 $ 30 $ 49 $ 47 $ 33 $ 41 $ 43
Net income per share - hasic
Continuing operations $ 0.08 $0.14 $0.08 $ 0.13 $0.21 $0.14 $0.17 $ 0.18
Discontinued operations — — 0.06 0.08 (0.01) — 0.01 —
$ 0.08 $0.14 $0.14 $ 0.21 $ 0.20 $0.14 $0.18 $ 0.18
Net income per share - diluted
Continuing operations $ 0.08 $0.14 $0.07 $0.13 $0.21 $0.14 $0.16 $ 0.17
Discontinued operations — — 0.06 0.08 (0.01) — 0.01 0.01
$0.08 $0.14 $0.13 $0.21 $ 0.20 $0.14 $0.17 $ 0.18
Funds from operations per share — diluted
Continuing operations $ 0.51 $0.46 $0.43 $ 0.44 $ 0.59 $0.39 $0.42 $0.41
Discontinued operations 0.01 — 0.02 — — 0.02 0.01 0.01
Property disposition gains — — 0.06 0.13 — — — —
$ 0.52 $0.46 $0.51 $ 0.57 $ 0.59 $0.41 $0.43 $ 0.42

@ Includes interest on capital securities — corporate

Operating income from current properties in the fourth quarter of 2006 increased as compared with previous quarters in 2006 primarily due

to the acquisition of the Trizec portfolio.

Residential development income increased in the fourth quarter of 2006 compared with previous quarters in 2006 and 2005 due to the

continued strength of the Alberta housing market.

Interest expense increased in the fourth quarter of 2006 as a result of debt assumed in connection with the acquisition of Trizec. General
and administrative expenses increased in the fourth quarter of 2006 primarily due to the acquisition of the Trizec portfolio. Non-controlling
interests expense remained relatively consistent with prior quarters. Depreciation and amortization increased due to the acquisition of the
Trizec portfolio. Future income taxes and other provisions increased in the second quarter of 2006 due to a change in Canadian tax
legislation. Net income decreased in the fourth quarter of 2006 compared to the fourth quarter of 2005 principally due to the increases in
the aforementioned expenses primarily as a result of the Trizec acquisition.
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PART Ill — U.S. OFFICE FUND SUPPLEMENTAL INFORMATION

During 2006, we established and fully invested in a U.S. Office Fund. This Fund was created as a single purpose fund to acquire the Trizec
portfolio. We successfully completed the acquisition of the Trizec portfolio, along with our joint venture partner, The Blackstone Group, in
the fourth quarter of 2006 for $7.6 billion.

The U.S. Office Fund now consists of 58 commercial properties totaling 29 million square feet and six development sites totaling 5.4
million square feet in New York, Washington, D.C., Houston and Los Angeles. The following represents our portfolio:

Brookfield
Properties’
Number Leasable Owned Owned
of Leased Office Retail Parking Area Interest Interest
Properties % 000’s Sq.Ft.  000’s Sq.Ft. 000’s Sq.Ft.  000’s Sq. Ft. %" 000’s Sq. Ft."”
COMMERCIAL PROPERTIES
New York
The Grace Building 1 99.7 1,499 20 — 1,519 49.9 758
One New York Plaza 1 98.7 2,426 33 — 2,459 100 2,459
Newport Tower 1 63.2 1,028 34 — 1,062 100 1,062
1065 Avenue of the Americas 1 92.7 625 40 — 665 99 658
1411 Broadway 1 95.7 1,074 39 36 1,149 49.9 573
1460 Broadway 1 100.0 206 9 — 215 49.9 107
6 92.6 6,858 175 36 7,069 5,617
Washington, D.C.
1225 Connecticut Avenue 1 98.0 195 22 52 269 100 269
1200 K Street 1 100.0 366 24 44 434 100 434
1250 23" Street 1 100.0 116 — 16 132 100 132
1250 Connecticut Avenue 1 99.6 152 20 26 198 100 198
1400 K Street 1 97.7 178 12 34 224 100 224
2000 L Street 1 99.9 308 75 — 383 100 383
2001 M Street 1 100.0 190 39 35 264 98 259
2401 Pennsylvania Avenue 1 93.6 58 19 16 93 100 93
Bethesda Crescent 3 98.0 241 27 68 336 100 336
One Reston Crescent 1 100.0 185 — — 185 100 185
Silver Springs Metro Plaza 3 96.1 6