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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the

registrant has duly caused this report to be signed on its behalf by the undersigned; thereunto -

duly authorized.

TRIZEC HAHN CORPORATION

Date: May 29, 2002 By: g ﬂ/ ('/Lé?&w\

Name: Robert B. Wickham
Title:  President
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TrizecHahn

CORPORATION CONSOLIDATED BALANCE SHEETS
(unaudited) March 31 December 31
{U.S. § millions) Note 2002 2001
Assets
Properties 1 $ 6,054.7 6,043.3
Cash and short-term investments 425.1 484.4
Investments 2 399.5 364.2
Other assets 3 380.6 362.2
$ 7,259.9 7,254.1
Liabilities L .
Long-term debt 4 $ 4,238.3 o 4,152.9
Exchangeable debentures T '
- carrying amount 562.4 ---4833 - -
- deferred amount 328.5 4076 .
Accounts payable and accrued liabilities 3 454.0 SRR ST A RN
Future income taxes 48.1 T 44,8
5,631.3 5,635.9
Shareholders’ Equity 6 1,628.6 4,618.2
$ 7,259.9 7,254.1

See accompanying notes
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TrizecHahn

CORPORATION CONSOLIDATED STATEMENTS OF INCOME
3 Months 3 Months
Ended Ended
(unaudited) March 31 March 31
{U.S. $ millions, except per share amounts) Note 2002 - - 2000
{(As restated,
Note 7)
Rental Operations
Rental revenue $ 2770 256.4
Operating expenses {94.4) (85.0)
Property taxes {30.7) . (27.5)
Rental Income 8 1519 ..o 1439
General and administrative expense (10.8) - - (11.0)
interest expense, net 4 (60.0) . :v (53.2)
Real Estate Operating Income befo.r'e the following items 81.1
Depreciation expense i : (44.2)
Exchangeable debentures interest expense, net. (4.8)
Gain on sale of properties, net ‘ 1 .
Reorganization costs 9 (4.2) S
Foreign exchange gains (losses) 7 (0.6) - . ..

Income before taxes
Income and other corporate taxes

Net Income

Net Income per share
Basic

Diluted

See accompanying

2 b

27.3  .cuees o 3301

5 @9 . (37
$ 184 29.4
10
$ 042 0.20
$  0.12 0.20

notes
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TrizecHahn

CORPORATION CONSOLIDATED STATEMENTS OF RETAINED EARNINGS
3 Months 3 Months
Ended Ended
(unaudited) March 31 March 31
(U.S. § millions) 2002 2001
(As restated,
Note 7)
Retained Earnings, beginning of period $ 4535 923.5
Net income 18.4 . 294
Dividends {13.1) . (25.8)
Subordinate voting shares purchased and cancelled - e (0.4)

Retained Earnings, endof period $ 4588 . ..926.7

See accompanying notes
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TrizecHahn

CORPORATION CONSOLIDATED STATEMENTS OF CASH FLOWS
3 Months 3 Months
Ended Ended
{unaudited) March 31 March 31
{U.S. $ millions) 2002 2001
{As restated,
Cash flow from (applied to) . Note 7)
Operating Activities
Net income $ 184 - 284
Adjustments to reconcile net income to total operating cash flows: p
Depreciation expense 42 | 48.3
Gain on sale of properties, net . « (1.6)
Foreign exchange (gains) losses 06 - - (B4)
Future income tax expense v 32 - 36
Straight-line adjustments {104y v - (4.8)

Net change in other assets and liabilities
Total operating cash flows '
Financing Activities

-~ Long-term debt

- Development financing
Repaid on dispositions v -

" Other (repaid) financing, net .. 6.8

Issue of shares : , 3.1

Shares purchased and cancelled .

Dividends paid : . {13.1)

Total financing cash flows - 39.0

Total Operating and Financing Activities 21.6
Investing Activities '

Properties PR
Development expenditures (43.8) (157 .4)
Tenant installation costs {23.5) - {21.3)
Capital expenditures ' (12.7) o (8.0)
Dispositions 28.7 119.1

Loan receivable from Chelsfield pic (35.6) -

Total investing cash flows {86.9) {68.6)

Net Decrease in Cash and Short-term Investments (59.3) (24.8)
Cash and Short-.term Investments, beginning of period 484.4 383.0
Cash and Short-term Investments, end of period $ 425.1 374.2

See accompanying notes
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! ' i . I I I NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the three months ended March 31, 2002
CORPORATION (unaudited)

(tabular amounts in U.S. $ millions)

On May 8, 2002, TrizecHahn Corporation (the “Corporation”) completed a Plan of
Arrangement (the "Arrangement”) under Canadian Law that resulted in Trizec
Properties, Inc. (formerly TrizecHahn (USA) Corporation), which owns all of the™ -
Corporation’s U.S. assets together with certain non-U.S. assets, becoming a publicly- = - =
traded real estate investment trust (“REIT"). On April 23, 2002, all classes of the o
Corporation’s sharehoiders approved the Arrangement and on April 29, 2002, the

Superior Court of Justice of Ontario gave final approval to the Arrangement. Also as a
consequence of the Arrangement, the Corporation became an indirect wholly-owned

subsidiary of Trizec Canada Inc. (“Trizec Canada”). :

The Arrangement was designed to result in Trizec Properties becoming a publicly- »
traded U.S. "domestically-controlled REIT" and is expected to reduce ongoing cross- . <
border withholding tax-liabilities and- minimize any current recognition of potential tax :.:i~
liabilities on unrealized appreciation in.value that were present in the Corporation's.
previous ownership structure:- Immediately following completion of the Arrangement, -
Trizec Canada, a new publicly-traded-company, indirectly owns 40% of the shares: of(
Trizec Properties common stock, representing one share of Trizec Properties common -
stock for each outstanding Trizec’ Canada’ share, and therefore holders of Trizeci
Canada shares have an indiréct mterest in Trizec Properties. It is intended that Trizec:
Canada will, during the 66- month perlod following the Arrangement, pay the same:
dividend per Trizec Canada share as ‘Trizec Properties pays per share of TnzeCf
Properties common stock :

As described in Note 11b certain pre-Arrangement steps were completed subsequent:.::
to March 31, 2002. In addition, as described in Note 11c, the Corporation will redeemiall = o
of its outstanding corporate debentures and the Senior Notes subsequent to March-31; -

2002,

On a go-forward basis, Trizec Canada Inc. will consolidate the balance sheet and = -
operating results of the Corporation as the successor ultimate parent company using the
Corporation’s historical accounting basis.

The interim consolidated financial statements of the Corporation are prepared in
accordance with Canadian generally accepted accounting principles (“GAAP") and are
consistent with those used in the annual financial statements unless otherwise noted.
They do not include all the information and disclosure required by Canadian GAAP for
annual financial statements. In the opinion of management, ali adjustments considered
necessary for fair and consistent presentation of interim financial statements have been
included. For further information, see the Corporation's consolidated financial
statements including the notes thereto included in the Annual Report for the year ended
December 31, 2001.

Certain prior year amounts have been reclassified to conform to the current year's
presentation.
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o NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

I Ia I " I For the three months ended March 31, 2002
CORPORATION (unaudited)
(tabular amounts in U.S. $ millions)

1. PROPERTIES
) The _‘Co‘rpora'tion’s_’p_ropgrties are co_r‘np_ris_gdb of: o

Properties :
Held for the long term $ 4,828.5 4,853.7
Held for disposition - 1,226.2 1,189.6

$ 6,054.7 6,043.3

Properties held for disposition include certain properties the Corporation has decided to
dispose of in an orderly manner over a reasonable sales period.

a.; Properties held for the long term

2002 2001 ¢

-~ Atcost - - - R o ©$.5242.3 -

52563, -

N . -+ Accumulated deprébiétion Co e o e o - o (568.3) . o o (552:4Yui i ,
_ Properties under development 7 C 0 895 869 L
~ Properties held for development 620 62970 1

" | | $ 4,828.5 - 48537 -
b. Properties held for disposition
2002 2001
Rentai prbperties
At cost $ 4984 499.2
Accumulated depreciation (14.5) (16.4)
483.9 482.8
Properties under development 460.2 409.3
Properties held for development - 89.6 117.4
1,033.7 1,009.5
Global Switch properties 192.5 180.1
$ 1,226.2 1,189.6

At March 31, 2002, properties held for disposition include three retail/entertainment
projects, two technology center development praperties, an office property and certain
remnant retail land sites in the U.S. Non-U.S. real estate assets include five operating
retail/entertainment centers and several development land sites in Europe. In Canada,
the Corporation owns one operating office property and the leasehold interest in the CN
Tower. The Corporation alse holds an indirect 38.9% ownership interest in Global
Switch S.a.r.l., a European-based technology center business.

/6’.10 %LH



* I I I NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the three months ended March 31, 2002
CORPORATION {(unaudited)

(tabular amounts in U.S. $ millions)

1. PROPERTIES (CONT'D)

These properties are carried at the lower of depreciated cost less estimated impairment... ... ... _ .. .

losses where appropriate, or estimated fair value less costs to sell. Implicit in
management's assessment of fair values are estimates of future rental and other
income leveis for the properties and their estimated disposal dates. Due to the
significant measurement uncertainty of determining fair value, actual proceeds to be
realized on the ultimate sale of these properties could vary materially from the March 31,
2002 carrying value.

c. Gain on sale of properties, net

3 Months . 3 Months

Ended - .Ended
L N . March 31 - March 31-
B e L S R SRR TR - 2002 . - 2001 e
Office properties - us’ iff'.,_,:‘. B TR I T TEC
_Canada]‘_" PP o= (0.3) o
European retalllentertalnment properues o ‘ - ' SO pady
2. INVESTMENTS T RN
‘ : i . B o 2002 2001
Investment in Sears Tower , $ 70.0 70.0
Loan receivable from Chelsfield plc , 35.6 -
Investment in Borealis 3.8 3.8.
Mortgages, notes receivable and other investments 3.9 42 .
Investment in Barrick - at cost 286.2 286.2
$ 3995 364.2

3. OTHER ASSETS AND LIABILITIES

a. Other assets

2002 2001

U.S. office tenant receivables, net of allowance
for doubtful accounts (2002 - $11.1, 2001 - $9.2) $ 26.6 38.1
Deferred rent receivable, net 130.4 119.1
Other receivables, net 46.2 44.4

Deferred financing costs, net of accumulated

amortization (2002 - $28.6, 2001 - $25.9) 43.6 447
Prepaid expenses and other assets 107.7 91.7
Global Switch other assets 26.1 24.2
$ 380.6 362.2

AL Ty H




. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the three months ended March 31, 2002

CORPORATION

(unaudited)

(tabular amounts in U.S. $ millions)

3. OTHER ASSETS AND LIABILITIES (CONT'D)

2001

- b~ - Accounts payable and accrued liabilities - - - - C e
2002

Trade, construction and tenant installation payables $ 721 118.6
Accrued interest expense 27.3 284
Accrued operating expenses and property taxes 82.7 132.3
Other accrued liabilities 124.2 137.3
Taxes payable v 89.0 85.7
Global Switch accounts payable and accrued liabilities 58.7 45.0

$ 4540 547.3
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r I i o l l I NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
m For the three months ended March 31, 2002
CORPORATION {unaudited)
{tabular amounts in U.S. $ millions)

LONG-TERM DEBT (CONT'D)
- Collateralized property loans : - T T e e

As at March 31, 2002, the Corporation has fixed the interest rates on $150.0 million
(2001 - $150.0 million) of the debt classified as fixed, in the above table, by way of
interest rate swap contracts with a weighted average interest rate of 6.01%, maturing
on March 15, 2008. The costs to unwind these interest rate swap contracts are $1.4
million as at March 31, 2002 (2001 — $3.6 miillion).

The Corporation has also entered into interest rate cap contracts expiring between April.
2003 and December 2004 on $88.1 million of U.S. dollar variable rate debt which limits = = ;..
the underlying London Interbank Offered Rate (“LIBOR™) to between 4.52% and 8.0% .- =
(56.35% on a weighted average basis). The fair value of these interest rate cap. .~ =
- contracts to the Corporatlon is $1.2 million at March 31, 2002 (2001 - $1.5 million)."In~
addition ‘and not reclassified in the table above, the Corporation has entered into:an.
interest rate cap contract expiring Apnl 2004 on 3584 7 million of U.S. dollar variable:
rate debt which limits the underlying LIBOR rate to 11.01%. At March 31, 2002, the fair:::
value of this interest cap contract was nominal (2001 - nomlnal) At March 31, 2002, |
the threé-month LIBOR rate was 2. 03% IR It

Other loans ¢ v o : y Sevey e

lncluded in Other loans are the fotlowmg S
« C$250 million, 6.00% unsecured debentures due September 3, 2002 (2002 -‘;‘-
$157.6 miliion, 2001 - $158.0 million). ’

s C3$125 million, 7.45% unsecured debentures due June 1, 2004 (2002 - $784
million, 2001 - $78.6 miliion). -

s $167.5 million, 10.875% Senior Notes due October 15, 2005 (2002 - $1687.5 mllhon
2001 - $167.5 million). The Senior Notes, which are unconditionally guaranteed by
TrizecHahn Holdings Ltd., a wholly-owned subsidiary of the Corporation, are
redeemable at the option of the Corporation.

«  C$175 million, 7.95% unsecured debentures due June 1, 2007 (2002 - $109.7
million, 2001 - $110.0 million).

The Corporation has entered into interest rate swap contracts on $188.1 million (C$300
million) of debt included in Other loans, effectively converting the debt from fixed rate
into variable rate debt maturing in Jupe 2004 and June 2007. In addition the
Corporation entered into interest rate cap confracts on this debt which limits the
underlying Canadian Bankers' Acceptance Rate (‘BA") to 6%. However, these
contracts contain knockout clauses which leave the Corporation without interest rate
protection should underlying BA rates exceed the knockout rate of 9%. As at March 31,
2002, the fair value of these contracts to the Corporation is estimated to be $7.9 million
{2001 - $10.1 million). At March 31, 2002, the three month BA rate was 2.38%.

In addition, the Corporation has entered into foreign currency forward contracts to buy
C$50.0 million at a specified price of $32.2 million on September 3, 2002. The cost to
settle these contracts is estimated to be $0.8 million at March 31, 2002 (2001 - $0.8
million),

(4 %41
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Tnzm}{ahn NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the three months ended March 31, 2002
CORPORATION ‘ {unaudited)

(tabular amounts in U.S. $ millions)

4. LONG-TERM DEBT (CONT'D)
e - Interest expense, net e . e
Interest charges consist of:
3Months 3 Months

Ended Ended
Mach 31 March 31

2002 . 2001
(As restated
, ' , : Note 7)
: Interest cost, gross - ‘ $ (66.2) (70:7) s oo
lnterest capltahzed to propemes under development 22 11:3 0
Lk _,.‘)Interest expense -, ; (54_0) . (59:4) o i
“.  Intefest income: S AP o7 400 SR Tl T
lnterest expense, net. - ljg‘:} v 8 __(e00) | ‘(53:2-,)-; ERESIE N

5.. “ INCOME AND OTHER CORPORATE TAXES

IR ERAERN The provision for income and other corporate taxes isas foHows TR ey e o

3 Months 3 Months

Ended Ended
March 31  March 31
' 2002 2001
(Expense) Recovery
Income taxes
Current
- withholding taxes on REIT distributions $ (4.5) (4.8)
- Canadian property sales - 5.9
Future
- operations and sales (3.2) (3.6)
Franchise, capital and alternative minimum tax (1.2) (1.2)

$ (89 (3.7)

b T)



Tnzml—lahn NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the three months ended March 31, 2002
CORPORATION {unaudited)

(tabular amounts in U.S. $ millions)

5. INCOME AND OTHER CORPORATE TAXES (CONT’'D)

in December 2000, the Corporation’s indirect wholly-owned U.S. office properties
subsidiary Trizec Properties, Inc. determined that it would elect to be taxed as a REIT.
The REIT election is effective as of January 1, 2001. In general, a corporation that
distributes at [east 90% of its REIT taxable income to its shareholders in any taxable
year, and complies with certain other requirements (relating primarily to its
organization, the nature of its assets and the sources of its revenues) is not subject to
United States federal income taxation fo the extent of the income which it distributes. '

During 2002 and 2001, the Coarporation recorded withhoiding taxes applicable to REIT
distributions at an aggregate rate of approxnmately 10%, based on current treaty: B

arrangements. _ e .
6. SHAREHO_LDERS’\_EQUIIYJ» - e i

‘ o e | . ». o 2002 2001 :
"Share capltal ER T s 81,2179 1,214:8% 251
Foreign currency translatnon adjustment e ‘ (48.1) (50:1

Retamed earnmgs S o I .. 458.8 45315 .1

: - IR $ 1,628.6 1,618.2

a. Issued and outstanding share capital apd o

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

Voting Shares
Subordinate Multiple Total Amount
December 31, 2001 1418 75 149.3 $1,214.8
Issued during 2002 on :
exercise of stock options 0.3 - 0.3 3.1
March 31, 2002 142.1 7.5 149.6 $1,217.9
b. Share purchase options

The Corporation has a stock option plan in which options may be granted to directors,
officers and key employees to purchase, at March 31, 2002, up to 18,576,923
subordinate voting shares of the Corporation at prices, in Canadian dollars, which are
not below the market price of the shares at the time of the granting of the options.
Options are granted from time to time and vest over three to four-year periods.

[T By 4



THZ&HB. m NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the three months ended March 31, 2002
CORPORATION (unaudited)

(tabular amounts in U.S. $ miliions)

6. SHAREHOLDERS’ EQUITY (CONT’D)
" b.  Share purchase options (cont'd)

Changes in the granted and outstanding share purchase options during the period (|n B
millions) were as follows: ‘

Outstanding at beginning of period — December 31, 2001
Granted at a weighted average price of C$27.12 per share
Cancelled at a weighted average price of C$28.97 per share
Exercised at a weighted average price of C$18.70 per share

Outstanding at end of period — March 31 2002
weighted average price of C$25.74 :

. Exermsable at end of period consists of - -
-Price range C$15.00 — C$23.75; weighted average C$20 56
Price range C$24:29 — C$35.80; weighted average C$29.03

-

6.
0.
7.

=3

" On January 9, 2002;:the Corporation’ granted an additional 1.2 million share purchaseriiz™
‘options at a weighted -average exercise price of C$27.12. The Corporation accountss =t &
for its stock option plan using the intrinsic value method. Effective January 1, 2002 the
Corporation adopted the provisions of the new CICA Handbook Section 3870, “Stock-
based Compensation and Other Stock-based Payments” which requires companies © .
that do not apply the fair value method to disclose the cost of stock option 0 =
compensation awards as if the fair value method had been used. The weighted:
average fair value of the options issued by the Corporation during 2002 is $1.55 based:

on a Black-Scholes model using the following assumptions: a seven year expected life!

a 20% expected volatility; an anticipated dividend in 2003 of approximately $1.30; and, -

a risk-free interest rate of 4.3%. The pro forma cost of stock option compensation

awards for the period ended March 31, 2002 would be $0.1 million, based on the
estimated fair vaiue of the options being amortized to expense during the options'

vesting period. This would result in pro forma net income of $18.3 million and pro

forma net income per share of $0.12. No pro forma effect has been given to share
purchase options granted prior to January 1, 2002,

7. FOREIGN EXCHANGE GAINS (LOSSES)

In the fourth quarter of 2001, the Corporation adopted early on a retroactive basis the
provisions of revised CICA Handbook Section 1650, “Foreign Currency Transiation”
(the “revised standard”). Amongst other recommendations, the revised standard
eliminates the deferral and amortization of unrealized translation gains and losses on
foreign currency denominated monetary items that have a fixed or ascertainable life
extending beyond the end of the fiscal year, and adds a requirement for the
Corporation to disclose its exchange gains and losses.
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Tnzecl—lahn NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the three months ended March 31, 2002
CORPORATION {unaudited)

(tabular amounts in U.S. $ millions)

7. FOREIGN EXCHANGE GAINS (LOSSES) (CONT'D)

This change in accounting policy was adopted in the fourth quarter of 2001 with a
retroactive restatement of the first three quarters of 2001. The following summarizes
the increase (decrease) in net income on each of the first three quarters of 2001:

For the three months ended
March 31 June 30 Sept. 30

2001 2001 2001

~ Interest expense, net' ' L $ (0.8 - (0.8)

~ Foreign exchangegarns (tosses) o 10.4 {9.5) 9.6
" Net income N X @5 88

. The following summarizes forelgn exchange garns (Iosses) mcluded in the, statements e
of mcome after the restatement : . . e b

- _i‘. PERRN NN

3 Months 3 Months
.Ended Ended
. _March 31 March 31 ‘
o zooz‘”“”"”2001“*f? |
B (restated)f’ .f o

oreig| .‘_exchange translatlon gams (tosses) on unhedged : o
" portion of Canadian dollar denommated Iong-term debtand $ (0. 6) » ,10.4 SR
Global Switch investment e
Recognition of historical foreign currency adjustment resulting
from sale of assets and reduction of net investment in . (2.0) -
Europe ’

$ (0.6) 8.4




L'61 1'ig $

(zes) (0°09)
(0'11) (s01)

awooul Bunesado aje)ss |eay

Jou ‘asuadxa 1Sa1sju)
asuadxa sAjesSsIuiLIpe PU. [e1auds)

ecyL 615k (9'1) (9°0)

6¢ vy 9¢ 9’ Gt €01 Gg'Ggel T'9els auwooul [ejudy

Gziy) Giszy) ey (ve)
a6z 022 St Sy

g € (@9 . G vl (6 (goot) s1s00 Bunesedo
S’ L9 28 Ly 0'9 gve Zeee 89¢eT$ anuUaASY
IR suoneiado jejuay

100 2TO0Z  100C 2002

100z 200C . 1002 Z00Z - 100Z _ 200C 1002 2002 L€ YydJew papulg syjuoy € 3y 104

lejol UOUMS [eqOID

jlejoy edoing ~  Jeyjopue. - |1edy ‘SN 2530 'S'N
| “eayQ epeued

*L00Z PUE ZOOZ ‘L€ UDIEIN PAPUD SUIUOW BBl BU) 40

yawbas sjqepodal Aq uonewsogui sussasd mc_}o__‘.e. mc ._. ._m\vmm_.mﬁmhoumoo 3y} 1e pabeurw ale suoisiodp uoyeso|e jejded pue Bunysanuy

‘Bupoueuly A3y | "swooul [ejuas uo Auewnd paseq sougwoyad bupesado sajenjeas uoyelodio) ayl ‘suoijesado Yopmg [eqojs) pue
ueadon3 ay) pue uswbes juswdolpasp .cmEc_.,mrvEm\__m«Q .w.: mE..EmEmmw 210 pauiqwod ay} pesy sdnoib swabeuew sjeledasg

-7 {(youms |BQOID. Ul }Sa13)ul 1NJUDA Julof ) Bulpnjoul sjuaunsaAul 1ajusd ABojouyoa)
pue 9010 uelpeue) ‘jusliulepsiud/|elds ueadoing “USWIUIELIBIUS/|IE)al “S') S)OSSE BJ0D-UOU JOo uolisodsip ay) woyj anjea aziwndo
‘SSBUISNG 2010 “S () 3100 3Y) UO SN} 0} St ABsjens suoyerodioD-ayf -sepiadosd 0o 40 uonesado pue juawdojaasp ‘uosinboe ay)
apnjoul SAIIAOE S}| "S3JEIS Pajuf ay) uo pasnooy Auedwod juswdojansp pue Bunelado ajeiss |eas pajesfajul Ajny e si uonelodion ay |

W EAE NOLLYWHO-NI G31INIWO3S

(suoipw ¢ "5’ W Slunowe Ienge;) - t ,.M -
(poypneun) .

S NOILVHOJdH¥OD

Z00Z ‘1€ YoJe papua syjuow aang ayy 104 T ,. : BNHH
SINIWILVLS TVIONVNI 3LVAINOSNODI OLSIION - - % . rz—vL



6¢SL'y E£8ET'Y 8915 0°6ZS 414" S TyyL - 60Zk . 68 6'scy 8'v0S 6CY6'C vIWE'T $ 199p uudy-Buo
L'vG2'L 6'65Z°L $ sjasse jejo]
v'y8y sy SjuawsaAul
: wid}-HoYs pue ysed
L'69.'9 8'pER9 8'08E 06k 1gee . _H,..—Nu €02 €8IT 0'S0L 8°L9L G526 9'80Z's $
voZL 1'08L 0'GeE €'eLe S'LE m.m, It 74 8'se €92 9'LE v6ze 6'EEE S]OSSe JAYJ0 pue SjuUaLLSaAU]
968t 29T} 8's¥ L'sy 9012 9l FN L'o8t S°Z61 1819 Z0EL vyL AL 4 uonisodsip 10} plaH —
L'e58'v  §'gzs'y - - - - - - - - L'ess'y  68z8'v ¢ uua) buoy sy 1oy pjaH —-
H salpadoiy
$}assy
1002 zooz 1002 2002 1002 zo0z 100z 2002 1002 zo0z 1002 2002
lejoy ajetodio) asn-paxin YNIMS [eqo|9 ey a0
pue a0 pue |jeyy
epeue) adoing sajels pajun

e

. leuojjeuwsadju)

(Q.1NOD) NOILYWNHO4NI G3LNINDIS ‘8

(suojjiw ¢ "S'N Ul SHUNOWE Iejnqe))
Au\&i:mcnv

Z00Z ‘L€ UDIBIN PApUD SYILOW 331y} dY) 104
SINIWLVLS TVIONVNIL G2LVAMOSNOD 9 mmhoz

NOILYVYOdHYOD

UYEHZL




TIiZd:I—IahIl NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the three months ended March 31, 2002
CORPORATION - (unaudited)

(tabular amounts in U.S. $ millions)

9, REORGANIZATION COSTS

As a-consequence of the Arrangement, the Corporation has incurred- and expensed:
$4.2 million of transaction costs consisting of third party advisor and professional fees
during the current period. The Corporation recorded $13.5 million of such costs in the
last quarter of 2001. The Corporation anticipates incurring additional costs prior to
completion of the Arrangement. These costs will be expensed as incurred.

In the first quarter of 2001, the Corporation recorded $3.5 million of reorganization
costs in respect of the U.S, office functional and office centralization initiative. For the
year ended December 31, 2001 the Corporation recorded as reorganization costs, a
pre-tax charge of $41.1 million to provide for employee severance benefits and other
costs associated with implementing the functional and office centralization plan.

10. PER SHARE AMOUNTS
The followmg sets forth the computatlon of basxc and dlluted net income - per share'i:::*»":ff“ B

calculated using the treasury stock method.

3

-3 Months 3 Months
-Ended Ended"
March 31 March 31

2002 - 2001
*Numerator: : ‘ o - et
Denominator for net income per share (in millions):
Weighted average shares outstanding 149.5 148.2
Impact of dilutive potential shares resulting from share
purchase options 1.4 14
Denominator for diluted net income per share amount 150.9 149.6
Net income per share
Basic $ 012 0.20
Diluted $ 012 0.20

The following securities were not included in the net income per share computations as
they would have an anti-dilutive effect.

Weighted
Average Number of Options
Exercise ( in millions)
Anti-dilutive Securities - share purchase options Price 2002 2001
Three months ended March 31
2002 C$ 30.22 8.2
2001 C$ 30.69 7.3

A A2 D) 4|



TﬁZmHahn NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the three months ended March 31, 2002

CORPORATION (unaudited)

(tabular amounts in U.S. $ millions)

1.

“a.

“common shares. As part of the transaction Chelsfield plc was granted an. option:-to:::

-~in Global Switch of:-approximately $16 :million in the second quarter of 2002. -Asiia

SUBSEQUENT EVENTS
Sale of Global Switch'investment - = - AR T e e

At March 31, 2002, the Corporation continued to hold its indirect 38.9% ownership
interest in Global Switch S.a.r.l. (“Global Switch”), a Luxembourg company, that
operates a European-based technology center business. This investment is accounted
for using the proportionate consolidation method. The carrying value of the Global -

Switch investment, plus loans receivable from Chelsfield plc (see Note 2), one of the =

joint venture partners, totalled approximately $73 million at March 31, 2002. On April-1-. -

19, 2002, the Corporation sold to Chelsfield plc, its interest in Global Switch, including.~. = .
settiement of the loan receivable from Chelsfield pic, for 19.5 milion common shares:of :..« o s 7
Chelsfield plc, -representing approximately 6.9% .of . Chelsfield plc's .outstanding - !

repurchase its shares from the Corporation at the higher of their issue price and market"

price for the first six months after closmg, and the Corporation is precluded from sellingcr i1z i
these shares ‘during this period. During'the subsequent.six month period Chelsfield: plc: i

'may repurchase the shares at the higher .of their issue price plus 15 percent .and
market price. Based on the estimated fair value of the Chelsfield pic shares received;
the Corporation is expected to recognize a pre-tax gain on the disposition of it's interest

consequence of the. sale, the: Corporation was released from, and indemnified by
Chelsfield plc, in respect of "obligations under specified guarantees and ‘other:< <. = oo
agreements in support’ of Global Swnch debt. P NS DR RN

Pre-Arrangement transactions -

Subsequent to March 31, 2002 certain transactions were completed, as planned, prior
to completion of the Arrangement:

i. The Corporation transferred its interest in 151 Front Street, Toronto, Ontario to
Trizec Properties, Inc.;

ii. The Corporation transferred its investment in Chelsfield plc consisting of 19.5
million shares to Trizec Properties, Inc.; and

iii. The Corporation transferred its investment in Borealis Capital Corporation (see
Note 2) to Trizec Properties, Inc.

These transfers will have no impact on the consolidated historical financial statements
of the Corporation.

23 5&4/



THZ@CHB}]II NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the three months ended March 31, 2002
CORPORATION (unaudited)

(tabular amounts in U.S. $ millions)

11. SUBSEQUENT EVENTS (CONT'D)
c. = Post-Arrangement transactions - -~ - e e e

On May 7, 2002, as planned, the Corporation gave notice of redemption with respect to
three series of its outstanding debentures, which at March 31, 2002 had a carrying
value of $345.7 million. In addition, Trizec Finance Ltd., a wholly-owned subsidiary of
the Corporation, gave notice of redemption with respect to its outstanding 10.875%
Senior Notes, which at March 31, 2002 had a carrying value of $167.5 million. It is
" expected that the outstanding debentures will be retired in early June 2002 after expiry
of the minimum 30 day notice period :

In connectlon wuth the early ret|rement of the outstandmg debentures, the Corporatlonna O A
- will incur early retirement penalty costs currently estimated to approximate $12 million .. «xm e
and will also-record the wnte-off of related unamortlzed deferred «ssue costs of Wi
.,wapproxumately $2 mllhon L . v o . e

T
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businesses and assets. TrizecHahn's strategy is to focus on the core U.S. office business:and-optimize:
- . -square feet, of which TrizecHahn's ownership interest was approximately 41 million square:feet:-At th

- investment trust (or a REIT) for U.S. federal income tax purposes commencing January 2001z a0

~ On May 8, 2002, TnzecHahn completed a Plan of Arrangement (the “Arrangement”) nder:Canadian:. @

Management Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with the Consolidated Financial Statements of TrizecHahn

. Corporation ("TrizecHahn" or “Corporation”) and the notes-thereto for the period ended March-31, - v .

2002 as well as the paragraph regarding forward looking statements on page 16 herédf. All dollar
amounts are expressed in United States dollars and references to "$" are to United States dollars.
Capitalized terms used herein without definition are defined in the Glossary of Terms contamed in tke
Management Information Circular of TrizecHahn dated March 13, 2002. :

Overview

TrizecHahn owns and operates a portfolio of high quality office buildings in the United States. It'also has * *
interests in retail/entertainment projects in the United States and interests in certain :other non-core '

value from. the disposition of non-core businesses and assets. At March 31, 2002, TrizecHahn owned:!
interests in or managed a core U.S. office portfolio of 75 properties containing approximately 49 million::

end of 2000, TrizecHahn's wholly-owned U.S. office properties subsidiary Trizec Propertxes ‘Inc
(formerly known as TrizecHahn (USA) Corporation), determined to elect to be taxed @sia’ real estate

Law that resulted in Trizec Propemes, which owns all.of the Corporation’s U.S. assetsatogether-with:i! 1 7
certain non-U.S. assets, becoming a publicly traded REIT. On April 23, 2002, all:classesof the. o
Corporation’s shareholders approved the Arrangement and on April 29, 2002, the Superior: Court: of - -
Justice of Ontario gave final approval to the Arrangement. As a consequence of the Arrangement, the'
Corporation became an indirect wholly-owned subsidiary of Trizec Canada Inc. (*Trizec Canada™). . -

The Arrangement was designed to result in Trizec Properties becoming a publicly -traded U.S. -
"domestically-controlled REIT" and is expected to reduce ongoing cross-border withholding tax liabilities
and minimize any current recognition of potential tax liabilities on unrealized appreciation in value that
were present in TrizecHahn's previous ownership structure. Immediately following completion of the
Arrangement, Trizec Canada, a new publicly~traded company, indirectly owns 40% of .the shares of
Trizec Properties Common Stock, representing one share of Trizec Properties Common Stock for each
outstanding Trizec Canada Share, and therefore holders of Trizec Canada Shares have an indirect interest
in Trizec Properties. It is intended that Trizec Canada will, during the 66 month period following the
Arrangement, pay the same dividend per Trizec Canada Share as Trizec Properties pays per share of
Trizec Properties Common Stock.

On a go-forward basis, Trizec Canada Inc. will consolidate the balance sheet and operating results of
TrizecHahn as the successor ultimate parent company using TrizecHahn’s historical accounting basis.

Impact of The Arrangement ,

Following the Arrangement, TrizecHahn will be primarily engaged in the U.S. real estate business
through its indirect interest in Trizec Properties, which will be TrizecHahn's principal asset.

Tr1IZECHAHN CORPORATION / 02 b % 4 /
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Trizec Properties' goal is to mcrease shareholder value through sustamed growth in operatmg cash flows,

' business, Trizec Properties plans
- nghland in Los Angeles, Californ
flPasadena Cahforma — over the ne ,
Plans call for an orderly drsposmon that w111 allow the developments to aclueve stabxhzed iticome:in ‘order -
‘to realize maximuim value upon L‘lJSpOSlthI] It is expected that net proceeds will be redeployed ‘into: the:
.., core ofﬁce portfoho or. used to repay debt of Tnzec Propemes ; o

":f}_"TnzecHahn's most sxgmﬁcant non-U v
.. TriGranit is currently ‘tharketirig . four f its operating ‘properties: the West End City Cents
o ofﬁce propertles Polus Center Budapest;‘ and Polus City Center, Bratislava. It i is expected that a: sale of

The following presents the assets of TrizecHahn at March 31, 2002, segmented on a basis consistent w1th
the Arrangement.

Trizec Properties
Retail/ Global Switch, Corporate
" Enter- " "Sub~ " "Boréalis&ISt -~ U &7 TrizecHahn
Office tainment Total " Front St. Europe Other Total
(As at March 31, 2002)
($ millions)
Assets : '
Properties 4,8747 730.2 5,6049 218.8 211.6 19.4 6,054.7
Cash 292.0 338 3258 4.6 26.3 68.4 4251
Investments and other
assets 333.9 37.6 371.5 34.4 9.5 364.7 780.1
5,500.6 801;6 63022 2578 2474 L4525 17,2599

thereby increasing the value of its office portfoho Con51stent with this strategy to focus on the:U.S. office:. i. .

' dispos: of the non-core réetail/entertainment assets — ‘Hollywood & =~
rt Passage in Las Vegas, Nevada and Pase :Colorado i
! years, All three retajl pro_lects are how completed and Open;:

real estate asset 1s 1ts 50% mterest in the assets of nGramt::
‘retail: and;

refinanced in 2002 ahd sold in 2003 or 2004. TnGramt expects to pursue the development of its land: he]d e
for development as market conditions permit. TriGranit intends to make maximum use of third party
capital in its future development activities. The future investment by Trizec Canada in these projects will ~

not exceed $20 million.

Substantially all of the value of TrizecHahn's wholly-owned non-U.S. properties is represented by its
leasehold interest in the CN Tower and by Brandenburg Park. TrizecHahn is in the process of negotiating
the sale of its interest in the CN Tower and expects to conclude a sale during 2002. The sale of the
leasehold interest is subject to the approval of Canada Lands Company, a Canadian Crown corporation,
which approval can be unilaterally withheld prior to 2007. TrizecHahn has entered into an agreement for
the sale of Brandenburg Park, which sale is subject to several conditions including obtaining necessary
planning approvals. TrizecHahn expects that the conditions will be satisfied and the sale of Brandenburg
Park will be completed in 2002. Under the terms of the agreement, a portion of the sale consideration for
Brandenburg Park will be payable on an earn-out basis in the future as sales of land within Brandenburg
Park take place.

TrizecHahn is currently negotiating an agreement to sell its interest in Olympia Centrum to a partner in
the TriStannifer joint venture. It is expected that this sale will be completed during 2002.

It is expected that substantially all of TrizecHahn's remaining assets (other than shares of Trizec
Properties stock and the Barrick Shares), which are generally financial in nature, will be sold or
monetized during the two years following the completion of the Arrangement.

MD&A
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Subsequent to March 31, 2002, the Corporation sold to Chelsfield ple, its interest in Global Switch,
including settlement of the loan receivable from Chelsfield pic, for 19.5 million common shares of
Chelsfield plc. Prior to completion of the Arrangement, the Corporation transferred its interest in 151
Front Street, investment in Chelsfield plc and investment in Borealis Capital Corporation to Trizec
Properties. :

In connection with the Arrangement, on May 7, 2002, the Corporation gave notice of redemption with
respect to three series of its outstanding debentures, which at March 31, 2002 had a carrying value of
$345.7 million. In addition, Trizec Finance Ltd., a wholly-owned subsidiary of the Corporation, gave
notice of redemption with respect to its outstanding 10.875% Senior Notes, which at March 31, 2002 had
a carrying value of $167.5 million. It is expected that the outstanding debentures will be retired in early
June 2002 after expiry of the minimum 30 day notice period.

MD&A
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Qutlook and Results of Operations

TrizecHahn recorded net income of $18.4 million or $0.12 per diluted TrizecHahn Share for the period
ended March 31, 2002 compared with net income of $29.4 million or $0.20 per diluted TrizecHahn Share
in 2001. - - . S
The following table segments TrizecHahn's consolidated financial information on a basis consistent with
the impact of the Arrangement and isolates the results of operations of Trizec Propemes Inc.,
TrizecHahn’s principal asset.

TrizecHahn prepares its consolidated financial statements in accordance with Canadian generally
accepted accounting principles {or GAAP), with the major differences from U.S. GAAP described in
Note 19 to the December 31, 2001 Consolidated Financial Statements.

Trizec Properties prepares its consolidated financial statements in accordance with United States
generally accepted accounting principles. With respect to TrizecHahn's accounting for Trizec Properties,
the major difference between Canadian and United States GAAP, is that TrizecHahn under Canadian
GAAP uses the proportionate consolidation method of accounting for joint ventures rather than the cost,
equity or full consolidation methods. For additional details see “Supplemental Note — Differences From
Canadian Accounting Principles” included in the March 13, 2002 Management Information Circular.

;Rsl;iHAHN CORPORATION /4/ O?,q @-b 4}

Period ended March 31
2002 2001 Increase/(Decrease)
Trizec Trizec Trizec
Properties Other Total Properties Other Total Properties Other Total
(8 millions, except per share amounts)
Rental income e o oo
U.S. office $ 1362 .- .1362 4 1355 - .4'0.7
U.S. retail/entertainment 10.3 . '10.3 35 - 6.8
Canada office and other . - .. I X SN 16 . . - 2.6 (l 0)
- Europe retall/entenamment e L 44 44 T o 0300
" "Global Swm:h o S e (0.6). - (0.6)- " - (1.6). . 1.0
A"‘Total rental i mcome (NOI) ~ 146.8 54 ' 1519 139.0 . 4.9 ~8.0
" General and admmlstranve T o <
‘expense’ - . (654 (43 (10.8) - (5.0) (6.0 4,:0.2
Interest expense net (48 7) (L3 . (60.0) (41.6) (11.6) : (6 8)
‘Real estate operatmg 1ncome fv IR T Sl
before the followmg ltems ‘ o1 3 (10.2) 811 92.4 (12.7) vl
Deprematlon expense (44.0) 0.2) (44.2) 44.7) - (3.6) " 4.1
Exchangeable debentures
interest expense, net - 4.8) (4.8) - 4.8) .
Gain on sale of properties, net - - - 1.8 (0.2) (1.6)
Reorganization costs - 4.2) (4.2) @n (0.8) ()]
Foreign exchange gains
(losses) - 0.6} (0.6) - 8.4 (9.0)
Income and other corporate
taxes recovery (expense)
- current (1.2) 4.5) 5.7 (1.8) 1.7 ©.n 0.6 (6.2) (5.6)
- future - (3.2) (3.2) 1.2} (2.4) (3.6) - 04 0.4
Net Income (Loss) § 461 (27.7) 18.4 43.8 (14.4) 294 (1.4) (9.6) (11.0)
Net Income (Loss) per
TrizecHahn Share
Basic $ 0.12 0.20 (0.08)
Diluted $ 0.12 0.20 (0.08)



. Rental Income

Trizec Properties Inc.

At March 31, 2002, Trizec Properties owned interests in or managed 75 U.S. office properties ‘containing -
approximately 49 million square feet, with the pro rata ownership interest totalling approximately 41
million square feet. Based on square footage, approximately 77% of the buildings are locatéd in central
business districts, or CBDs, of major U.S. cities, including Atlanta, Chicago, Dallas and Houston and the
Los Angeles, New York and Washington, D.C. areas, and approximately 76% of the buildings are Class-

A. Class A office buildings are considered to be buildings that are professionally: :managed and ’
maintained, that attract high-quality tenants and command upper-tier rental rates and that are modernf
structures or have been modernized to compete with newer buildings. LRSI SR S

Trizec Properties is also completmg the stabilization of three destination-oriented retail and entertainment:= i<
centers, all of which are in operation. Trizec Properties intends to complete the leasing of these: prOJects W

to achieve stable operatmg cash ﬂows and then to dJspose of these assets in an orderly fashion:juzve sibis
B

" The table below presents selected operatmg mfoxmanon for the total U.S. ofﬁce a.nd retail/entertamment
~* portfolio and for the comparable portfolio of 70 U.S. office properties, Wthh were owned both at March ;

31,2002 and 2001, and in each case for the full three months. ‘ DAL

Three Months Ended L
.. March31, ~i." Increase/
2002 2001 (Decrease)
‘ i ;‘;- Ll i L ($ million's) : e
Total Portfolio = - - B . ' EURTRRt
Office o e ‘
Rental revenue $ 2368 233.2 - 3.6
Operating expenses (100.6) (97.7) (2.9
Rental income ‘ $ 136.2 135.5 0.7
Retail :
Rental revenue § 243 6.0 18.3
Operating expenses (14.0) (2.5) _(1L.5)
Rental income $ 103 3.5 6.8
Comparable Portfolio
Office
Rental revenue § 2273 2295 2.2)
Operating expenses (98.4) 95.1) (3.3)
Rental income $ 1289 134.4 (5.5

The supply of, and demand for, office space affects the performance of the office property portfolio.
Macroeconomic conditions, such as current and expected trends in the economy, business and consumer
confidence and employment levels, drive this demand.

During the first quarter of 2002, the U.S. economy started to show signs of a tentative recovery.
However, according to Cushman and Wakefield, the national CBD vacancy rate was 13.2% at March 31,
2002, up from 12.0% at year-end 2001. The overall national suburban vacancy rate was 18.8% at March
31,2002.

TRIZECHAHN CORPORATION
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»approx1mately $13 per square foot. In addmon to thrs space, two leases have been executed that-are not:

357,000 square feet. ‘Trizec Propertres expects to achieve an average net rent of $18 per square foot on -
.. the releasing., , e S

’ ‘Management beheves the portfoho is well posmoned to contmue to perform through these\more ‘uncertamﬁv‘:
. 30b-growth markets in the Umted States ‘ I tates
" The $21 9 rmlhon mcrease in total rental revenue for the comparable penod 18 the result of’ completron of

~all retail development: properties by the end of 2001, the acquisition of three office propertiesiand the
" initial lease up of Alliance Center in 2002, partially offset by Jower average occupancy as airgsult of some

The portfolio is currently insured against acts of terrorism, subject to policy limits and deductibles and
subject to exceptions for terrorist attacks that constitute acts of war. The term of this insurance policy
extends through the end of 2002. There can be no assurance that insurance coverage for acts of terrorism
will continue to be available on commercially acceptable terms beyond 2002. Insurance costs are
expected to increase significantly beyond 2002. There can be no assurance that third party, insurers will
be able to maintain reinsurance sufficient to cover any losses that may be incurred as a result of terrorist
acts. In addition, the level of security has been increased at certain properties in response to the terrorist
attacks. TrizecHahn expects to be able to pass on a significant pomon of these cost increases: to tenants in
the form of increased rents. , z

On December 3, 2001, a group of Enron Corporation companies filed for Chapter 11 reorgamzatron S
Enron was the portfolio’s fourth largest tenant contributing 2% of 2001 NOI and occupying 793,000 - i
square feet, primarily at the Allen Center in Houston, Texas. As of January 31, 2002, Enron terminated'* : I
all their leased space at the average in-place net rent of approximately $9.30 per square foot:. At March: .
31, 2002, 117,783 square feet of this space had been leased and occupied at an average ‘et rent! of s

occupancy 1 for a further 116,000 square feet and Trizec. Properties is in further negotiations:for; another k

. L"‘"‘ \’«

economic times due to its diversified tenant and geographrc asset base, primarily located xm(CBDl hrgh g

significant lease terminations. These include Enron, as noted above; a tenant occupying:all 184;000:
square feet at One Reston Place in Reston, Virginia, that terminated in December 2001; and a'484,000
square foot tenant at the Gallerias in Dallas, that terminated in October 2001.

For the total portfolio of 75 U.S. office properties for the three months ended March 31, 2002, 944,000
square feet (872,000 square feet on a pro rata basis) was leased and occupancy decreased to 89.9%
compared with 93.0% at March 31, 2001, primarily due to the lease terminations noted above. The
portfolio also achieved a $1.66 per square foot (§1.47 per square foot on a pro rata basis) increase in net
rental rates on new and renewal leasing, reflecting the impact of space rolling over at properties with in-
place rents below current market levels.

For the comparable portfolio of 70 office properties, occupancy decreased from 93.3% at March 31, 2001
to 89.8% at March 31, 2002. The average monthly occupancy for these 70 properties was 91.0% for the
three months ended March 31, 2002 compared with 93.7% for the three months ended March 31, 2001.
For this comparable portfolio, rental revenue decreased 2.2 million. Excluding termination fees from
both periods, rental revenue decreased $3.0 million.

The acquisition of three Class A office buildings (550 West Washington in Chicago, 1225 Connecticut in
Washington D.C. and Two Ballston in Arlington, Virginia) during the second quarter of 2001 increased
property revenue by $6.9 million. In addition, current period revenue benefited by $2.3 million from the
initial lease-up of One Alliance Center in Atlanta which was completed in October 2001.

Trizec Properties disposed of one operating office property during the quarter and four operating office
properties during 2001 which decreased revenues by $3.4 million.

MD&A
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‘Other Ogeranon :

segrnents for the three months ended March 31 ona year over year ba515, . eIt

Other Renta] Income Change 2002 Vs 2

Included in the above property revenue analysis are lease termination fees. Lease termination fees are an
element of ongoing real estate ownership, and for the three months ended March 31, 2002, we recorded
$2.3 million of termination fees (for the three months ended March 31, 2001 — $1.5 million).

Retail property revenue increased $18.3 million due to the completion of all three development. projects
and gaining control of the Desert Passage retail/entertainment joint venture project on March 31, 2001
and, as of April 1, 2001, consolidating 100% of its operating results. The retail/entertainment component
of Hollywood & Highland in Los Angeles opened on November 8, 2001 and at March 31, 2002, it was
86% leased with occupancy at 75%. The hotel component opened at the end of December:2001. Paseo
Colorado opened September 28, 2001 and at March 31, 2002, it was 92% leased with occupancy at 87%.

Operating expenses, which include real estate taxes, utilities, repairs and maintenance, cleaning and other -
property-related expenses and exclude depreciation and amortization expense, increased ~due ‘to the :
portfolio composition changes described above. Excluding the impact on revenues of lease:termination

. fees, our comparable office portfolio gross margin decreased’to 56.3% for the three months-ended March .: .. "
¢ .31, 2002 from 58.3% for the three; months ended March 31, 2001. - For. our’ ‘comparable" ‘portfolio, =~ 1 . .
~ operating expenses mcreased due to a-higher level-of. bad debt expense and an-increase in property taxes:, - .oroh e
. dueto higher assessments,. . ... e ‘ e .

apbadet Lt

S Con51stent w1th 1ts strateglc plan, .TnzecHahn contmues the ex1t from non-core busmess segments The; WE R

following table summarizes the key factors that.impacted.rental income contributions from:these: business

Canada Global -
Office Europe Switch Total
(Smillions)
Dispositions ‘ $ 9 0.9 - 2.8)
Operations 09 0.9 0.2 2.0
Unrecovered property management functions - 0.5 0.8 1.3
Total decrease in non-core rental income $ (1.0 0.5 1.0 0.5

Canada Office

Four Canadian properties were sold during 2001 with two closing in the first quarter and two closing in
the second quarter. The two remaining income producing properties in Canada are 151 Front Street and
the CN Tower, both of which are currently being marketed for sale. The CN Tower operations are
seasonal in nature with the majority of its net operating income generated in the second and third quarters
of the year.

Subsequent to March 31, 2002 and prior to the completion of the Arrangement, TrizecHahn transferred

151 Front Street to Trizec Properties. Trizec Properties will continue to manage and lease this property on
an interim basis until the property is sold.
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Europe Retail/Entertainment

Year-over-year operating results reflect a decrease from property dispositions offset by lower
unrecoverable property management expenses and the impact of improved operations at the Polus Center
.. in Bratislava, Slovakia and the West End City Center in Budapest, Hungary. . . . .. e e

Global Switch

TrizecHahn accounts for its joint venture interest in the European-based Global Switch technology center -
business using the proportionate consolidation method. The loss in rental income represents: TrizecHahn's
share of operating results for the quarters ended March 31, 2002 and March 31, 2001. Operating results
- have improved on a year-over—year ba51s reflecting the unpact of on-stream properties and ‘reduced stan- e
"'upmfrastrucmrecosts CI LT

::General and Admmlstranve Expense

‘-T-‘»General and adrmmstrat:ve expense mcludes expenses for corporate and portfolxo assetmanagement
.. functions. General and administrative expenses.for the period decreased nominally compared with-the.-
- _first quarter of 2001. This reflects corporate expense. savings in Canada;- as-a conseqﬂence of the -
- funcnonal and office centralization plan: which was impiemented in 2001 and resulted in’ the ehmmatlon H

> ‘-Tnzec Propemes as.a consequence of the Arrangement

: SR

o 'Interest Expense, Net

T Cd e

The fo]lowmg analysis prov1des the factors: that contnbuted to the $6 8 mllhon mcrease ‘in”interest. " !
€Xpense on a year-over-year basis. o .

Analysis of Increase in Interest Expense, Net o
Total

(8 millions)
Dispositions 19
On-stream developments and acquisitions 42
CMBS refinancing 3.4
Decreased interest income on cash balances 22
Decrease in interest rates (7.6)
Decrease in interest capitalized on equity invested in developments 7.4
Foreign exchange and other (0.9
Total increase in interest expense, net $ 6.8

The interest coverage ratio (defined as rental income less straight-line rent adjustment and general and
administrative expense divided by interest expense, net) decreased from 2.4:1 for the quarter ended March
31,2001 to 2.2:1 for the current quarter.

Depreciation
Depreciation expense for the period decreased by $4.1 million compared with the first quarter of 2001
due to the impact of dispositions partially offset by impact of the acquisition of three office properties and

the write-off of unamortized tenant inducement costs for Enron and other early lease terminations during
the current period.
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Gain (Loss) on Sale of Properties, Net

During the period, TrizecHahn sold a U.S. office property, a U.S. technology center and remnant land.
No net gain or loss resulted from these sales. In the first quarter of 2001, the Corporation sold two non-

..core U.S. office properties, two Canadian office properties and a retail/entertainment center in Italy. __.
resulting in a net pre-tax gain of $1.6 million. -

Reorganization Costs

As a consequence of the Arrangement, the Corporation has incurred and expensed $4.2 million of
transaction costs consisting of third party advisor and professional fees during the current period. The
Corporation recorded $13.5 million of such costs in the last quarter of 2001. The Corporation anticipates
incurring additional costs prior to completion of the Arrangement These costs will be-expensed.-as
incurred. B

In the first quarter of 2001, the Corporation recorded $3 5 million of reorganization costs in réspect of the = - i
U.S. office functional and -office. centralization injtiative. ' For the year ended. Decembeér.31;:2001 the -+ .. “hue .
Corporanon recorded as reorgamzatlon costs, a-pre-tax charge of $41.1 million to provide. for- -employee: .
‘severance beneﬁts and other costs assocrated w1th rmplementmg the ﬁmcuonal and oﬁ‘ice centrahmtxon‘

Forergn Exchange Gams (Losses)

related to the unhedged portxon of Canadian. dollar denominated debt. ‘ v '“il'd?_, fhoinshe
: Dunng the ﬁrst quarter of 2001, the sale of certain European property operations and thé: repatnatxon of i

invested capital resulted in the recognition of $2.0 million of the historic European foreign currency

translation loss as an expense. This was offset by a $10.4 million translation gain related to the unhedged

portion of Canadian dollar denominated debt.

Income and Other Corporate Taxes

The following summarizes the key components of the prdvision for income and other corporate taxes.

3 Months 3 Months

Ended Ended
March 31 March 31
2002 2001
(Expense) Recovery
Current
- withholding taxes on REIT distributions $ 4.5) 4.8)
- Franchise, capital and alternative minimum tax 1.2) (1.2)
- Canadian property sales - 5.9
5.7 0.1)
Future
- operations and sales (3.2) (3.6)
$ {(8.9) 3.7
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Actual cash taxes paid, relate primarily to withholding taxes on REIT distributions and franchise and

capital taxes in the United States related to ongoing real estate operations. The U.S. withholding tax rate

rate on distribution made by a U.S. REIT to a Canadian parent company is 30%. However, as Trizec

Properties is indirectly owned by a wholly-owned Hungarian company, the effective withholding tax rate
.pursuant to.current treaty arrangements. is.10%. . TrizecHahn anticipates changes in the U.S.-Hungary -~ o - oo

income tax treaty which are expected to result in an increase in the effective tax rate from approximately |

10% to approximately 30%. As a consequence of the Arrangement, by enabling” TrizecHahn-

Shareholders who are Qualifying U.S. Persons to participate directly in the ownership of shares of Trizec

Properties Common Stock, the withholding taxes currently paid on dividends form Tnzec Propemes wxll

be significantly reduced Sl AR
The previous year benefited from a one time $5.9 million tax recovery related to the dlSpOSlth!‘l of certain
Canadian propemes o AT GLn TP

PrRisiingon

Tenant Installatlon Costs and Capltal Expendltures _ o Cunnot in

o wliTenant InstaIIatzon Costs

',:Ofﬂce propemes requu'e penodlc mvestments of capnal for tenant mstallatlon -COsts: related'cm new»“an
- . renewal leasing. For comparative purposes, the absolute total dollar amount of tenant installation ¢ostsiin |
. ..., any given period is less relevant than the cost on a per square foot basis.. .This is ‘because the-total:is*
© . ~impacted by the square footage both'leased and-occupied in-any given period. Tenant instaliation’costs'
-, -consist of tenant allowances and: leasing costs. Leasing costs include leasing commissionspaid to third
+..party brokers representing . tenants and.costs: associated” with .dedicated :regional leasing'iteams:<who
..+ .. represent TrizecHahn and deal with tenant représentatives.: The following table reflects tenant:installation
costs for the total portfolio for both new and renewal office leases that commenced during‘the respectiver: ;¢ -
periods, regardless of when such costs:-were" actually.paid.. The’ square feet leased data Hin.the. table
represents the pro rata owned share of square feet leased. SR

Three Months Ended
March 31
2002 2001
(in millions, except per square
foot amounts)

Square feet leased

- new leasing 0.4 0.4

- renewal leasing 0.5 0.8
Tenant installation costs s 11.5 $ 10.7
Tenant installation costs per square foot $ 12.80 3 8.90
Tenant allowance costs per square foot $ 7.60 $ 4.00

For the three months ended March 31, 2002, of the $11.5 million office tenant installation costs,
approximately $4.1 million or $8.30 per square foot (three months ended March 31, 2001 — $4.2 miliion
or $5.10 per square foot) was incurred to renew existing tenants.

Consistent with leasing in 2001, a significant amount of leasing will occur later during the year and, as
such, tenant installation costs on a per square foot basis are anticipated to rise.

MD&A
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" Late in 2001 and during 2002, TrizecHahn has been replacing a chiller at a property that was-damdged-ini i
/2001,

‘The above mformanon mcludes tenant mstallatxon costs, mcludmg leasmg cOsts, and cdpital expendmture

;" The'reconciliation between the above amounts and the ‘combined consohdated statements of. cash ﬂows is

Capital Expenditures

To maintain the quality of properties and preserve competitiveness and long-term value, TrizecHahn
pursues an ongoing program of capital expenditures, certain of which are not recoverable from tenants.

-For the three months ended March-31,-2002, capital expenditures for the total office portfolio was $6.6-~+ -~~~ - -

million, compared with $5.4 million for the three months ended March 31, 2001. Recurring capital ..
expenditures include, for example, the cost of roof replacement and the cost of replacing heating, . : . ..
ventilation, air conditioning and other building systems. In addition to recurring capital. expenditures,. -+ :
expenditures are made in connection with non-recurring events such as code-required enhancements and: ... .« ..
major upgrades to common areas and lobbies. Furthermore, as part of office acquisitions, TrizecHahn has -+ .~z oo
routinely acquired and repositioned properties, many of which have required significant: capital::
improvements due to deferred maintenance and the existence of shell space requiring initial tenant build
out at the time of acquisition. Some of these properties required substantial renovation to enable them to::
compete effectively. These capital improvement and new leasing tenant inducement costs:are taken' mto
consxderatlon at the tune of acquisition when negotiating the purchase pnce T 00

The total remed.\auon and 1mprovement costs are expected to be approxunately $19um11honﬁz~ Of re

for the total portfoliv] for: leases thiat'éommenced’ durmg the periods presented.” The amonints jncludéd:in
the combined consolidated statemefits: of cashi'flows represent the actual cash spent- dunng the periods:

as follows:

Three Months

Ended March 31
2002 2001
(3 millions)

Tenant installation costs, including leasing costs $ 115 10.7
Capital expenditures 6.6 5.4
Timing differences 15.7 14.2
Retai! and other activity . 24 -
Total tenant installation costs and capital expenditures per consolidated
statement of cash flows $ 36.2 30.3
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Property Investment Analysis

As reflected in the Consolidated Statements of Cash Flows, the following property investment activities

occurred in 2002,
o ‘ _Trizec Properties ‘
U.S. Retail/  Europe
Entertain- and Global
U.S. Office ment Other Switch Total
» ) o (5 millions) N
- Development expenditures ’ 5 2Y . (25 9) 0.4) (153) - (43.8)
Dispositions of rental properties N 287 . wemoo 0287
‘Tenant mstallatlon ‘and capltal expendltures . ('33.8)""" (1.2) - A(l.2) _ (3L)
., Net property mvestment activiies - . § (13 (1) O (16) 115 3 (51.3)
[ Dévelopments o R (RN PO K N N . [T e ",N’ s'.,.

Center. . The project, located in Buckhead,, Gy [
_,‘Qctob,e.r ZQOI. This $100 million; 56 0! square-foot bmldmg is the ﬁrst phase of arfour-b 'ldmg

" ‘complex and is currently:77% leased. Major tenants include Security First, Towers: Perrin: and BBDO -

.- South. -The.remaining three phases, tota]mg a potexmal 1. 2 rrulhon square feet of ofﬁce space, willzonly.

Devclopment expendlmres were also incurre 'th respect to the completxon of the retml/entertamment»
- projects which opened.in late 2001, The followmg table sets forth key mformanon as of March 31 ’2002 '

- with respect to the retaxl/entertammem propernes , o et e,
Pro rata
Book Value
' Year of Total Owned March31, Occupancy Leased

Project Name Completion/  Area Area 2002 March 31,  March
(Ovwmnership) Location Acquisition  (sq.ft.)  (sq. ft.) (% mil.) 2002 - - 31,2002
Desert Passage Las Vegas, NV Aug. 2000 475,000 475000 2712 74% 81%
Paseo Colorado Pasadena, CA Sept. 2001 565,000 410,000 87.4 87% 92%
Hollywood & Highland

Retail Los Angeles, CA  Nov. 2001 645,000 645,000 75% 86%

Hotel (91%) Los Angeles, CA  Dec. 2001 600,000 546,000 n/a na

_ 1,245,000 1,191,000 3595

2,285,000 2,076,000  718.1

At March 31, 2002, our share of expenditures required to complete these properties under development
was $25 million.

Development expenditures at Global Switch represent TrizecHahn's share of costs incurred to complete
technology centers in Amsterdam, Paris, Singapore, Sydney and at the second project in London.
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! ;- price. Based on the estimated fair value of the Chelsfield plc shares received, the Corporation-is.expected
10 recognize a pre<tax gainion the.,.di'spOSition;of‘;it’sririterest‘in' Global Switch; of approxiniately <316
- million in the second quarter of 2002:'As a.consequence of the'sale, the Corporation was réleased from; :

. business. On Aprl 19, 2002; the Corporation sold to Chelsfield plc, its interest in Global:Switch
including settlement. of .the loan.receivable. from.: Chelsfield plc, for 19:5 million common:shares:o;
Chelsfield plc, representing. approxunately 6:9% of Chelsfield ple’s outstandmg common ‘shares.:!As>part
- ~.of the transaction Chelsfield :plc. was: granted an“option to repurchase its shares from the Corporation :a

-+ the hrgher of their issue price and market price:for the first six months after closing, and the ‘Corporation i
~v-is precluded: from:'selling these’ shares::during “this ‘period:' During “the subsequent- six: month::period::

Dispositions

In 2002, TrizecHahn sold an office property, a technology center and remnant lands generating net
proceeds of $28.7 million. In the first quarter of 2001, the Corporation sold two non-core U.S. office
properties, two Canadian office properties and a retail/entertainment center in Italy whrch generated -net-
proceeds, after debt repayment, of $119 million.

Consistent with our non-core disposition plan, an orderly disposition of the three retail/entertainment
projects will occur over a reasonable sales period. The planned dispositions will :allow for the
achievement of stabilized income in order to optimize realizable values. Net proceeds will be.redeployed

into the core office portfolio or used to repay mortgage debt. The ability to execute the disposition plan . -
for these assets, as currently contemplated, is dependent upon the future economic envrronment Jomt
venture considerations and local property market conditions. epcr . n e o

" At March 31, 2002, rnzecHaxm continued to hold its indirect 38.9% ownership interest in Gldbal Siitch © -

S.arl (“Global Switch™), a Luxembourg company, that operates a European-based technology -Center -

Chelsfield plc may repurchase the shares at' the higher of: their:issue price plus 15 percentiand market::

and indemnified by Chelsfield plc, in respect of obligations under specified - guarantees and other
agreements in support of Global Switch debt. : :

As previously noted, prior to completion of the Arrangement, the Corporation transferred its investment
in Chelsfield plc, consisting of 19.5 million shares, to Trizec Properties. S

Liguidity and Capital Structure

At March 31, 2002, TrizecHahn had $425 million in cash and short-term investments. Cash and short-
term investments include $150 million of escrows and restricted cash at the properties level and for other
purposes. TrizecHahn's objective is to ensure, in advance, that there are ample capital resources to allow
the Arrangement and related transactions to be executed.

Trizec Properties, Inc. has negotiated a three-year, $350 million unsecured revolving credit facility with a
group of banks. - The amount of the credit facility available to be borrowed at any time is determined by
the unencumbered properties that Trizec Properties Inc. owns and that satisfy certain conditions of
eligible properties. The amount currently eligible to be borrowed is $340 million. At March 31, 2002, no
amounts were outstanding under this facility.

The Corporation has negotiated credit facilities in an aggregate amount of $135 million, that will be
available to provide financing for the Armrangement and for the general corporate purposes of Trizec
Canada Inc. In May 2002 the facility was committed and closed with a group of four banks. The credit
facilities are secured by, among other things, a pledge of the shares of Trizec Properties, Inc. common
stock indirectly owned by Trizec Canada Inc. following the Arrangement.

TrizecHahn continues to follow a conservative financial strategy by maintaining a strong balance sheet
and appropriate leverage.
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March December

Leverage Ratios 2002 2001
e Net debt-to totalbookcapital~ w690 - 698 - e e e
Net debt to total market capitalization 58% 56%

The leverage ratio is the ratio of long-term debt less cash and short-term investments ("net debt") to
the sum of net debt, future income taxes and either the book value of shareholders’ equity or market
capitalization. The TrizecHahn Exchangeable Debentures are excluded from the calculations, as they can -
be satisfied through the delivery of the underlymg Barnck Shares.

At March 31,.2002, long-term debt was. apprommately $4.2 billion, As reflected in the Consolidated '
Statements of Cash Flows the followmg long-term debt ﬁna.ncmg actwmes occun-ed in 2002 G

Long—term Debt Analysxs .' :f TP 2002
: N T (Smxlhons),_'.,

o -:Development ﬁnancmg “ ;'
"+ . Net, property financing: and cred1t lme act1v1ty
. Regular principal repayments:. ;o

B Net long-term debt ﬁnancm g

’ The tab]e below summanzes long term bt mformatxon at March 31 2002 segmented On a basxs i

'Tnzec Propemes

- " 'Entertain- - Global 7" 7 TrizecHahn -
Office: ~ ment - Switch  Corporate Total
($ millions)
- Principal repayments are due as
follows: - :
Years ended March 31,2002 § 1457 131.8 372 178.9 493.6
2003 208.1 3158 7.3 20.4 551.6
2004 4337 0.8 732 84.5 592.2
2005 198.1 0.9 0.2 173.5 3727
2006 734.7 103 1.0 6.1 752.1
Subsequent to 2006 1,221.1 45.2 - 209.8 1,476.1
Total $2,941.4 504.8 118.9 673.2 4,238.3
Weighted average interest rate 6.1% 3.9% 6.1% 6.5% 5.9%
Weighted average term to Maturity 4.9 yrs 4.7 y15 1.7 yrs 4.2 y1s 4.7 yrs
Percentage of fixed rate debt 76.4% 11.6% -% 48.6% 62.1%

At March 31, 2002, excluding Global Switch debt, approximately $1.2 billion or 29% of TrizecHahn's
total long-term debt was on an unhedged, floating-rate basis. Based on debt levels, interest rate hedges
and interest rates in effect at March 31, 2002, a change of 100 basis points in the interest rate would have
an approximately $11 million annualized impact on net interest expense, after being partially offset by
higher interest income on TrizecHahn's cash balances invested.
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‘ ' estimated fair value of the options being amortlzed to expense. during the options’ vesting:period. "This..... .
--would'result in pro forma net income .of $18.3 million and pro forma net income per share of $0 122 No 7 enan

.CICA Handbook Section. 3870, “Stock-based Compensation and Other. Stock-based Payments”. which -
; requires companies -that- do..not-apply the fair value- method to disclose: the: cost * ‘ofgstock option:
compensation awards as if the fair value method had been used. The weighted average fair value:of thi
.. options issued by the Corpomtlon during 2002 is $1.55 based on a Black-Scholes model-using:th

. following assumptions: a seven year expected life; a 20% expected volatility; an anti¢ipatéd-dividendi fre

In connection with the Arrangement, on May 7, 2002, the Corporation gave notice of redemption with
respect to three series of its outstanding debentures, which at December 31, 2001 had a carrying value of
$345.7 million. In addition, Trizec Finance Ltd., a wholly-owned subsidiary of the Corporation, gave
notice of redemption with respect to its outstanding 10.875% Senior Notes, which at December 31, 2001

. had a camrying value of $167.5 million. It is expected that the outstanding debentures will be retired in .

early June 2002 after expiry of the minimum 30 day notice period. In connection with the early
retirement of the outstanding debentures, the Corporation will incur early retirement. penalty costs
currently estimated to approximate $12 million and will also record the write-off of related unamomzed
deferred issue costs of approximately $2 million, :

Newly Issued Accounting Standards

Stock-based Compensation and Other Stock-based Payments ‘ Ve e

_“On January 9, 2002, the Corporation granted an additional 1.2 million share purchase: options-afaziii. = - i vy
_weighted average exercise price of C$27.12. The Corporation accounts for its stock option planiusing:the:= =« ..« 7 o0 o

intrinsic value method. Effective January 1, 2002 the Corporation adopted the provisions of the new.:ir7. 2o

003 of approximately $1.30; and, a risk-free interest rate of 4.3%. The pro forma cost’6f stock. optxon
cmpensatlon awards for the’ penod endmg March 31 2002 ‘would’ be $0.1° rmlhon,@ ‘based:-on"the -

pro forma effect has been given to share purchase opnons granted prior to January 1, 20025 - R R A R A
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* ‘lease Or re-lease space at'current or dnticipated rents, its ability to achieve 'economies of scale over fim
~the demand for tenant services: beyond those traditionally provided by landlords, changes incinterest rates
' fchanges in operatmg costs, changes-iri environmental- laws and regulations and contamin; ; i0 events
" océrrénce of umnsu:ed or underinsiiréd-events, its ability to attract and retam high quahtyp nael-at'a’
: reasonable ‘cost in a highly" competmve Iabour envuonment, future ‘demand for its debt: and*’eqmty o
©'securities, its ab111ty to refinance its' debt on'reasonable terms at maturity, its- ablhty to complete”current
and: future deve]opment pro;ects on tlme and on ‘'schedule, the. possxblhty that income tax: tréaties thay be

- ‘market "conditions’in existence at thetime it sells ‘assets, ‘the possibility of: change inlawk: adVersetto
i TrizecHahn, and joint veriture and partnership risks. Such factors include those'set forth'ififmoréidetail in’
~ the Risk Factors section in TrizecHahin's Annual Report on Form 40-F filed with the U.S!:Sécurities: and

Forward-Looking Statements

This Management Discussion and Analysis contains forward-looking statements relating to TrizecHahn's
business and financial .outlook, which are based on its current expectations, estimates, forecasts and----
projections. These statements are not guarantees of future performance and involve risks, uncertainties;
estimates and assumptions that are difficult to predict. Therefore, actual outcomes and results may differ -
materially from those expressed in these forward-looking statements. Readers, therefore, should not place’
undue reliance on any such forward-looking statements. Further, any forward-looking statement speaks:
only as of the date on which such statement is made and TrizecHahn undertakes no obligation to-update
any such statement to reflect new information, the occurrence of future events or circumstances 'or*
otherwise. A number of important factors could cause actual results to differ materially. from those':
indicated by the forward-looking statements. Included among these factors are changes: in ‘general =
economic conditions, including changes in the economic conditions affecting industries :in- which
TrizecHahn's priricipal tenants' compete, economic, technological and business conditions’ specific' to the
Internet industry which impact demand by tenarits of its technology center busmess its ability-to timely -

-renegonated with & resultmg increase’ in' the w1thholdmg taxes applicable to- Trizec Properties, <In

Exchange Commission and TrizecHahn's Annual Information Form filed with the Canadidn:securities™:
regulators. b
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