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Well Defined Strategy

CORPORATE PROFILE

First Capital Realty (TSX: FCR) is one of Canada’s largest owners, developers and managers of
grocery-anchored, retail-focused urban properties where people live and shop for everyday life.

As at December 31, 2016, the Company owned interests in 160 properties, totaling approximately

25.3 million square feet of gross leasable area. At December 31, 2016, First Capital Realty had an
enterprise value of $9.2 billion. The common shares of the Company trade on the Toronto Stock Exchange.

BUSINESS STRATEGY

First Capital Realty’s primary strategy is the creation of value over the long term by generating
sustainable growth in cash flow and capital appreciation of its portfolio. To achieve the Company’s

strategic objectives, Management continues to:

e undertake selective development, redevelopment and repositioning activities on its properties,

including land use intensification;

e be focused and disciplined in acquiring well-located properties, primarily where there are
value-creation opportunities, including sites in close proximity to existing properties in the

Company'’s target urban markets;

e proactively manage its existing portfolio to drive rent growth;

e increase efficiency and productivity of operations; and

e maintain financial strength and flexibility to achieve a competitive cost of capital.
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Best in Class Properties

URBAN MARKETS

High-quality portfolio
of Canadian urban
retail assets

Over 95% of the Company’s
annual minimum rent is
derived from urban markets
with high barriers to entry

PORTFOLIO
DEMOGRAPHICS

Industry-leading
demographic profile

INDUSTRY-LEADING
PERFORMANCE

Track record of above-
industry-average Same
Property NOI growth

INVESTMENT

Approximately $1 billion
planned investment in
existing properties with
development potential

\

Annual Minimum Rents as of December 31, 2016

207,000

134,000
$106,000

$76,000
H 2016

5 Km Population 5 Km Household Income

FCR Portfolio Demographics
6.8%

4.9%

m Greater Toronto Area 33%
m Greater Montreal Area 15%
m Greater Calgary Area 12%
m Greater Vancouver Area 11%
m Greater Edmonton Area 10%
m Greater Ottawa Area 6%
m Golden Horseshoe Area 6%
®m london Area 3%
® Quebec City 2%

Red Deer and Other 2%

Total 100%

5 year average — 2.8%

3.8% 3.7% 3.7%
3.4% 3.2% 10 year average — 3.5%
2.5% 23%
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Sustainable Cash Flow

HIGHLIGHTS

TENANT PROFILE

Q 143 of 160 properties, or 95% of the portfolio fair
value is supermarket and/or drugstore anchored

Over 90% of revenue comes from necessity-based
retail (~35% from e-commerce proof categories)

o

9 of the top 10 tenants have investment-grade
credit ratings

Track record of consistently high occupancy

Investment-grade credit ratings from Moody'’s:
Baa(2) and DBRS: BBB (high)

© o o ©o

23 consecutive years of paying dividends

Focused sustainability program — listed on
Corporate Knights Future 40 Responsible
Corporate Leaders in Canada in 2014, 2015 and
2016

()

TOP 10 TENANTS

Annual minimum rents

)
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m Supermarkets, drugstores and liquor stores 30%
m Banks & Credit Unions 8%
B Restaurants & Cafes 14%
m Medical, Professional & Personal Services 16%
m Fitness Facilities, Daycare & Learning Centres 5%
m Other Necessity-based Retailers 18%
m Other Tenants 9%

Total 100%

TOTAL PORTFOLIO OCCUPANCY
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5 year average — 95.4%
10 Year average — 95.6%
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Financial Highlights

As at December 31
Reflects joint ventures proportionately consolidated.

(millions of dollars, except per share amounts) 2016 2015
Total assets $9,171 $ 8,284
Total equity market capitalization® $ 5,033 $4,139
Enterprise value® $ 9,162 $ 8,031
Net debt to total assets 42.6% 42.9%
Annual dividend per common share $ 0.86 $ 0.86
o L] [ ] ]
perating Highlights
As at December 31
Reflects joint ventures proportionately consolidated.
(millions of dollars, except per share amounts) 2016 2015
Property Rental Revenue $ 684 $ 662
Net Operating Income (“NOI”)® $ 427 $ 415
Funds from Operations (“FFO”)®
Operating FFO $ 261 $ 236
Operating FFO per diluted share $1.10 $1.05
FFO $ 263 $ 221
FFO per diluted share $1.11 $ 099
Adjusted Funds from Operations (“AFFQ”)"
Operating AFFO $ 261 $ 243
Operating AFFO per diluted share $1.07 $1.02
AFFO $ 265 $ 244
AFFO per diluted share $1.08 $ 103

' These measures are not defined by IFRS. Refer to the company’s Management's Discussion & Analysis for further information.



Message from the
President & CEO

Dear Fellow Shareholder,

In my first letter to you last year, | noted that 2015 would likely
be remembered as a year of transition. Notwithstanding that the
business was and continues to be in excellent shape, we made
several changes in order to maximize our performance as we
looked ahead to our next phase of growth. Our 2016 results
were positively impacted by the traction we now have from these
changes, which | expect will be carried into 2017 and beyond.

In order for a publicly listed real estate company to be successful, it must deliver both Net Asset Value (NAV)
growth and Funds from Operations (FFO) growth, both measured on a per-share basis, of course. Our track
record of creating value through growth in NAV per share is something we are very proud of. While we have a
history of growing our FFO per-share as well, | will be frank by saying our historical FFO growth, considering our
industry-leading property-level performance, has not met expectations (including our own). Therefore, growing
our FFO per-share was a metric that we identified as a top priority.

In 2016, we were pleased with our progress. We translated our property-level performance into FFO growth that
exceeded the expectations we had at the beginning of the year. FFO per diluted share increased to $1.11 in 2016
from $0.99 in 2015, representing an increase of 12%. We had several one-time items that impacted these figures.
Accordingly, we also continued to focus on Operating Funds from Operations (OFFO), a more normalized metric.
The result however, was similar. We reported OFFO per share equal to $1.10 in 2016, which is the highest in
FCR’s history, representing an increase of 4.7% over the prior year.

OFFO Per Share $1.10

$1.04 $1.05

2014 2015 2016



Continuing Strong Performance

We continued to perform very well at the property level in 2016. Despite several macro headwinds, as always,
we remained focused on the micro factors, which resulted in high occupancy levels, above-industry-average
rental-rate increases on lease renewals, and growth in same-property NOI.

It was another active year on the leasing front with a total of 2.6 million square feet of completed lease transactions.
This resulted in a 20 bps increase to occupancy, which stood at 95.0% at year-end with the opportunity for further
improvement before we reach our historical long-term average occupancy.

We achieved a rental rate increase on 1.6 million square feet of lease renewals equal to 7.5% (8.2% on 1.5 million
square feet in our same property portfolio). Together with new space completed from our development program
(average net rental rate of $31.96 per square foot) and new leasing in the balance of the portfolio where market
rental rates are well in excess of those in-place, our total average net rental rate increased by 2.9% to $19.39 per
square foot, up from $18.84 per square foot in 2015.

A key measure of a real estate portfolio’s year-over-year performance is same-property NOI. In 2016, same
property NOI rose 1.1%. While it was below our historical average, we were pleased as 2016 was not a typical
year. First, we had above-average lease-termination-fee income of $3.0 million in the second quarter of 2015, which
would not repeat in 2016. Second, we were transitioning an above-average amount of anchor tenant space, most
notably Target. This anchor space created a significant value-creating opportunity for us as we entered into new
leases at higher current market rents. This is great news, but much of this space was not income-generating in 2016 as
the space was being prepared for our new tenants to open. Many of these tenants are now operating and paying
rent. Therefore we expect our 2017 same-property NOI growth to resume to a level that is more typical for FCR.

From a balance sheet perspective, we maintained a strong and flexible financial position at year-end with a conservative
debt-to-asset ratio. In total, we raised $1.0 billion of equity and debt capital to fund our growth and satisfy our obligations in
2016. We continued to maintain a well-staggered debt maturity profile with a weighted average term of 5.5 years. We
also reduced our weighted average interest rate to 4.5% at the end of 2016 from 4.7% in 2015. Our unencumbered
assets grew by $800 million to $6.6 billion, which represented 72% of our total assets at the end of 2016 and
provides us with tremendous financial flexibility going forward.

While we are comfortable with our financial position today, our goal is to reduce our leverage over time, specifically
our debt-to-EBITDA ratio. We would also like to reduce our OFFO payout ratio in order to retain even more operating
cash flow, after the payment of dividends, to more efficiently fund our growth. In 2016, our OFFO payout ratio
improved by 400 bps to 78% versus 2015.

In 20186, First Capital shareholders received a total return equal to 17.3%. However, our focus continues to be on
long-term returns and we are proud that we have outperformed the TSX Capped REIT Index and the TSX Composite
Index over each of the last 3, 5, 10 and 16 years (the inception period from which we measure ourselves).

M First Capital Realty
I S&P/TSX Capped REIT Index
Il S&P/TSX Composite

15.4%

10.1%

8.4% 8.2%
6.4%

1.3% 1.1% 6.0%

3 Year 5 Year 10 Year 16 Year

(Inception Period)
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High-Quality Portfolio

Our high-quality property portfolio is clearly one of our competitive advantages, which consisted of interests in

160 retail properties at year-end, totaling 25.3 million square feet of gross leasable area with an IFRS fair value

of $8.7 billion. Our properties are well located in Canada’s large urban growth markets. The population and
household income within five kilometres of our properties average 207,000 and $106,000 respectively, which
have increased significantly from 134,000 and $76,000 just a few years ago. We are a true leader amongst our
Canadian retail peers when it comes to portfolio demographics and we will continue to pay close attention to these
important metrics by investing our capital in markets where the population is expanding at a rate that exceeds the
ability to add new retail space. Over time, this will increase sales per square foot in our properties, which in turn
will increase rents at a pace that exceeds the industry average. We strongly believe over the long term that the
demographic profile of our portfolio will be one of our most significant competitive advantages.

Our shopping centres are occupied by Canada’s leading retailers who provide necessity-based goods and services,
meaning those that consumers generally buy regardless of the economic environment. At December 31, 2016,
our portfolio included 132 grocery stores, 135 pharmacies, 96 liquor stores, 82 fitness facilities, 89 daycare and
learning centres and 965 cafes and restaurants, amongst many other retailers that consumers frequent as part

of their everyday life. Notably, nearly 35% of our total rent is now earned from retailers whose businesses are
e-commerce-proof, including fitness centres, medical service providers, nail and hair salons, restaurants, child-
care centres and numerous others with the balance being largely e-commerce-resistant.

It is the quality of our tenant base, as well as our focus on necessity-based retail in the best urban locations, that
has generated such strong operating performance through both robust and challenging economic times and that
will lead to continued growth and stability in the years ahead.

In 2016, we further improved our already high-quality portfolio of retail assets. In total, we invested $655 million
in development, re-development, acquisitions and intensification initiatives. During the year, we transferred
182,000 square feet of new urban retail space in our key Toronto, Montreal, Edmonton, Calgary and Vancouver
markets from development to our income-producing portfolio at a cost of $189 million.

Development, re-development and asset re-positioning have been core competencies at First Capital since
inception and is now another one of our key competitive advantages. We currently have an active development
program that will continue to add exceptional urban retail assets to our portfolio for years to come, assets that we
simply cannot buy today.

We are well underway with a number of large development projects that will be completed over the next two years,
including Yorkuville Village, King High Line and 3080 Yonge Street in downtown or midtown Toronto, as well as

the Brewery District in downtown Edmonton and Mount Royal Village in downtown Calgary. We made significant
advances in all of these projects during 2016 and each will meaningfully contribute to our existing high-quality
portfolio of income-producing urban retail assets. At completion, these five assets will comprise 1.3 million square
feet at a total estimated cost of approximately $1.0 billion at First Capital’s share.

We have also identified some of the next properties we plan to re-develop, which include the former Christie Cookie
Factory we acquired in 2016. Our team is very excited about this specific acquisition and the opportunity to oversee
the development of a 27-acre mixed-use community with a high-quality urban design. The redevelopment of this
important site will integrate a range of uses and densities near Toronto’s waterfront, including a significant retail
component where we can apply the best of what we've learned over many years in urban retail development.



YORKVILLE VILLAGE, TORONTO

New Avenue Road fagade The Lane (new Yorkville entrance)

One of the unique attributes of First Capital Realty is the depth of our pipeline of development and re-development
opportunities in the portfolio of properties we own. To date, we have identified 3 million square feet of retail density
and 11 million square feet of residential density that can be incrementally added to our existing properties. Even
without any external acquisitions, our current pipeline will keep us busy creating value for many years to come. That
said, | do expect we will periodically add to this pipeline through the selective acquisition of properties with future
development potential when appropriate as we did in 2016.

Outlook

Like many industries, real estate, and retail specifically, is undergoing a great deal of change. One of the things we
are most proud of is our track record of recognizing evolving trends and creating opportunities out of them. There
are dozens of examples | can point to, but a review of our current tenant roster highlights this point. The majority
of our tenants and the retail categories they operate within are performing well while those tenants who are facing
significant challenges in today’s climate, are scarce in our portfolio. As well, it is largely by design, not accident,
that such a high component of our income (and growing) comes from e-commerce-proof businesses (~35%).

The retail landscape will continue to evolve at a rapid pace. The location and quality of our portfolio, including
the demographic profile of our properties and the barriers to entry for new supply, give us a lot of comfort that our
real estate will continue to be in high demand. As we apply the capabilities of our platform to this irreplaceable
portfolio, we are positioned to experience continued escalation in rental rates and portfolio value over the long
term. What's more, with the stability of our high-quality covenant and necessity-based retail tenants, we should
achieve this with relatively less volatility.

| am personally very optimistic about our future. | believe we have all of the right ingredients for success. It starts
with the right strategy for the road that lies ahead and extends to having the right people, properties, tenant base,
brand and balance sheet.

Real estate is a long-term business and First Capital is best suited for investors with an investment horizon that
extends over many years. In 2016, we continued to build on our solid foundation and made many decisions with
the next decade and beyond in mind.

| will conclude by thanking the First Capital team for their tireless efforts executing our strategy in what was a

very successful year, our Board of Directors for their ongoing guidance and support, our tenants for collaboratively
working with us to mutually achieve our respective objectives, our partners and service providers for their contributions
and confidence in us, the communities in which we operate for supporting our properties and, most important,
our shareholders for the privilege of managing your great Company.

Respectfully,

e T

Adam Paul
President and Chief Executive Officer
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Management’s Discussion and Analysis of
Financial Position and Results of Operations

INTRODUCTION

This Management’s Discussion and Analysis (“MD&A”) of the financial position and results of operations of First Capital
Realty Inc. (“First Capital Realty”, “FCR” or the “Company”) is intended to provide readers with an assessment of
performance and summarize the financial position and results of operations for the years ended December 31, 2016 and
2015. It should be read in conjunction with the Company’s audited annual consolidated financial statements for the years
ended December 31, 2016 and 2015. Additional information, including the Company's current Annual Information Form,
is available on the SEDAR website at www.sedar.com and on the Company’s website at www.fcr.ca.

All dollar amounts are in thousands of Canadian dollars, unless otherwise noted. Historical results and percentage
relationships contained in the Company’s unaudited interim and audited annual consolidated financial statements and
MD&A, including trends which might appear, should not be taken as indicative of its future operations. The information
contained in this MD&A is based on information available to Management and is dated as of February 14, 2017.

First Capital Realty was incorporated in November 1993 and conducts its business directly and through subsidiaries.

FORWARD-LOOKING STATEMENT ADVISORY

Certain statements contained in this MD&A constitute forward-looking statements. Other statements concerning First
Capital Realty’s objectives and strategies and Management’s beliefs, plans, estimates and intentions also constitute
forward-looking statements. Forward-looking statements can generally be identified by the expressions “anticipate”,
“believe”, “plan”, “estimate”, “project”, “expect”, “intend”, “outlook”, “objective”, “may”, “will”, “should”, “continue” and
similar expressions. The forward-looking statements are not historical facts but, rather, reflect the Company’s current
expectations regarding future results or events and are based on information currently available to Management. Certain
material factors and assumptions were applied in providing these forward-looking statements. Forward-looking
information involves numerous assumptions such as rental income (including assumptions on timing of lease-up,
development coming online and levels of percentage rent), interest rates, tenant defaults, borrowing costs (including the
underlying interest rates and credit spreads), the general availability of capital and the stability of the capital markets,
amount of development costs, capital expenditures, operating costs and corporate expenses, level and timing of
acquisitions of income-producing properties, number of shares outstanding and numerous other factors. Moreover, the
assumptions underlying the Company’s forward-looking statements contained in the “Outlook and Current Business
Environment” section of this MD&A also include that consumer demand will remain stable, and demographic trends will
continue.

Management believes that the expectations reflected in forward-looking statements are based upon reasonable
assumptions; however, Management can give no assurance that actual results will be consistent with these forward-
looking statements. These forward-looking statements are subject to a number of risks and uncertainties that could cause
actual results or events to differ materially from current expectations, including the matters discussed in the “Risks and
Uncertainties” section of this MD&A and the matters discussed under “Risk Factors” in the Company’s current Annual
Information Form from time to time.

Factors that could cause actual results or events to differ materially from those expressed, implied or projected by
forward-looking statements, in addition to those factors referenced above, include, but are not limited to: general
economic conditions; real property ownership; tenant financial difficulties; defaults and bankruptcies; the relative
illiquidity of real property; increases in operating costs and property taxes; First Capital Realty’s ability to maintain
occupancy and to lease or re-lease space at current or anticipated rents; the availability and cost of equity and debt
capital to finance the Company's business, including the repayment of existing indebtedness as well as development,
intensification and acquisition activities; changes in interest rates and credit spreads; changes to credit ratings; the
availability of a new competitive supply of retail properties which may become available either through construction, lease
or sublease; unexpected costs or liabilities related to acquisitions, development and construction; geographic and tenant
concentration; residential development, sales and leasing; compliance with financial covenants; changes in governmental
regulation; environmental liability and compliance costs; unexpected costs or liabilities related to dispositions; challenges
associated with the integration of acquisitions into the Company; uninsured losses and First Capital Realty’s ability to
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obtain insurance coverage at a reasonable cost; risks in joint ventures; matters associated with significant shareholders;
investments subject to credit and market risk; loss of key personnel; and the ability of tenants to maintain necessary
licenses, certifications and accreditations.

Readers, therefore, should not place undue reliance on any such forward-looking statements. Further, a forward-looking
statement speaks only as of the date on which such statement is made. First Capital Realty undertakes no obligation to
publicly update any such statement or to reflect new information or the occurrence of future events or circumstances,
except as required by applicable securities law.

All forward-looking statements in this MD&A are made as of February 14, 2017 and are qualified by these cautionary
statements.

BUSINESS OVERVIEW AND STRATEGY

First Capital Realty (TSX : FCR) is one of Canada’s largest owners, developers and managers of grocery anchored, retail-
focused urban properties where people live and shop for everyday life. As at December 31, 2016, the Company owned
interests in 160 properties, totaling approximately 25.3 million square feet of gross leasable area (“GLA”).

First Capital Realty’s primary strategy is the creation of value over the long term by generating sustainable growth in cash

flow and capital appreciation of its shopping centre portfolio. To achieve the Company’s strategic objectives, Management

continues to:

¢ undertake selective development, redevelopment and repositioning activities on its properties, including land use
intensification;

¢ be focused and disciplined in acquiring well-located properties, primarily where there are value creation opportunities,
including sites in close proximity to existing properties in the Company’s target urban markets;

e proactively manage its existing shopping centre portfolio to drive rent growth;

e increase efficiency and productivity of operations; and

e maintain financial strength and flexibility to achieve a competitive cost of capital.

Shopping for Everyday Life.

The Company primarily owns, develops and manages properties that provide consumers with products and services that
are considered to be daily necessities or non-discretionary expenditures. Currently, over 90% of the Company’s revenues
come from tenants who provide these essential products and services, including grocery stores, pharmacies, liquor stores,
banks, restaurants, cafés, fitness centres, medical, childcare facilities and other professional and personal services.

Management looks to implement a specific complementary tenant offering at each of its properties to best serve the
needs of the local community. The Company is highly focused on ensuring the competitive position of its assets in their
respective urban and retail trade areas and closely follows demographic profiles and shopping trends that may impact the
performance of its properties.

In Management’s view, shopping centres, including mixed-use properties with a meaningful retail component, located in
urban markets with tenants who primarily provide non-discretionary goods and services, will be less sensitive to both
economic cycles and changing retail trends, thus adding to the stability and growth of cash flow over the long term.

FIRST CAPITAL REALTY ANNUAL REPORT 2016
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MANAGEMENT’S DISCUSSION AND ANALYSIS - continued

Shopping for Everyday Life.

# OF STORES % OF RENT TENANTS
Grocery Stores 132 17.3% Lloblaws Jobey & save(E)foods }}}%’5&
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As of December 31, 2016
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Urban Focus

The Company targets specific urban markets in Canada

with stable and/or growing populations. Specifically, the

Company intends to continue to operate primarily in and

around its target urban markets which include the Greater

Toronto Area (including the Golden Horseshoe Area and Urban Markets®
London); Greater Calgary Area; Greater Edmonton Area;

Greater Vancouver Area (including Vancouver Island); * Greater Toronta Area 33%
. . Greater Montreal Area 15%
Greater Montreal Area; Greater Ottawa Area (including “ -

reater Calgary Area 12%
Gatineau region); and Quebec City. Over 95% of the ~ o iireator Varicouyer:Area 1%
Company’s annual minimum rent is derived from these » Greater Edmonton Area 10%
markets. * Greater Ottawa Area 6%
Golden Horseshoe Area 6%
The Company has achieved critical mass in its target e Lonidon: Area 39
markets, which helps generate economies of scale and * Quebec City 2%
operating synergies, as well as deep local knowledge of its Red Deer and Other 2%
properties, tenants, neighbourhoods and markets in which Total 100%

it operates. Within each of these markets, the Company - Al Minimort Renls

owns and targets well-located properties with strong
demographics that Management expects will continue to
get stronger over time, therefore attracting high quality
tenants with rent growth potential.

Real Estate Investments

Acquisitions

Management seeks to acquire well-located, high quality retail properties and sites in the Company’s target urban markets.
These properties are acquired when they complement or add value to the existing portfolio or provide opportunity for
redevelopment or repositioning. Once the Company has acquired a property in a specific retail trade area, Management
will look to acquire properties in close proximity. These properties allow the Company to provide maximum flexibility to
its tenant base to meet changing formats and size requirements over the long term. Adjacent properties also allow the
Company to expand or intensify its existing property. They also provide more flexibility to offer the appropriate
merchandising mix, providing a better overall retail product and service offering for consumers in the property's trade
area. Management believes that its adjacent site acquisitions result in a stronger retail offering and, ultimately, a better
long-term return on investment, with a lower level of risk.

Through acquisitions, the Company expands its presence in its target urban markets in Canada, and continues to generate
greater economies of scale and leasing and operating synergies. Management will continue to look for strategic
acquisitions, in both existing markets and strong trade areas within its existing urban markets where the Company does
not yet have a presence.

Dispositions

The Company also recycles its capital to fund new investments by selling assets in certain markets that are no longer
aligned with its core strategy.

Development, Redevelopment and Land Use Intensification

The Company pursues selective development and redevelopment activities including land use intensification projects,
primarily on its own, but also with partners. Redevelopment activities are focused primarily on older, well-located
shopping centres that the Company owns. These properties are redeveloped and expanded over time in conjunction with
anchor tenant repositioning and changing retail environments. Redevelopment of existing properties generally carries a
lower market risk due to the urban locations in which they are situated, an existing tenant base and the ability to increase
density through land use intensification. Redevelopment projects are carefully managed to minimize tenant downtime.

FIRST CAPITAL REALTY ANNUAL REPORT 2016 4



MANAGEMENT’S DISCUSSION AND ANALYSIS - continued

When possible, tenants continue to operate during the planning, zoning and leasing phases of the project with modest
“holdover” income from tenants operating during this period. The Company will sometimes carry vacant space in a
property for a planned future expansion of tenants or reconfiguration of a property.

Management believes that the Company’s shopping centres, along with its portfolio of adjacent sites, give it a unique
opportunity to participate in urban land use intensification in its various markets. The land use intensification trend in the
Company’s target urban markets is driven by the costs for municipalities to expand infrastructure beyond existing urban
boundaries, the desire by municipalities to increase their tax base, environmental considerations and the migration of
people to vibrant urban centres, a secular trend that is occurring in most major cities around the world. The Company’s
land use intensification activities are focused primarily on increasing retail space on a property and, to a lesser degree,
adding mixed-use density, including residential and office space. The Company has proven development and
redevelopment capabilities across the country to enable it to capitalize on these opportunities and expects these land use
intensification activities to increase over the next several years. To a lesser degree, the Company develops new properties
on ground-up sites.

Investments in redevelopment and development projects are generally less than 10% of the Company’s total assets (at
invested cost) at any given time. Development activities are strategically managed to reduce leasing risks by obtaining
lease commitments from anchor and major tenants prior to commencing construction. The Company also uses experts
including architects, engineers and urban planning consultants, and negotiates competitive fixed-price construction
contracts.

These development and land use intensification activities provide the Company with an opportunity to use its existing
platform to sustain and increase cash flow and realize capital appreciation over the long term.

Proactive Management

The Company views proactive management of its portfolio as a core competency and an important part of its strategy.
Proactive management means the Company continues to invest in properties to ensure that they remain competitive by
attracting high quality retail tenants and their customers over the long term. Specifically, Management strives to create
and maintain the highest standards in lighting, parking, access and general appearance of the Company’s properties. The
Company’s proactive management strategies have historically contributed to improvements in occupancy levels and
average lease rates throughout the portfolio. The Company is fully internalized and all value creation activities, including
development management, leasing, property management, lease administration, legal, construction management and
tenant co-ordination functions, are directly managed and executed by experienced real estate professionals employed by
the Company.

The Company's executive leadership team is centralized at the Company’s head office location in Toronto, which ensures
that best practices, procedures and standards are applied consistently across the Company's operating markets. Property
management and operations are executed through local operating platforms in all major urban markets. Real estate
acquisitions, development and redevelopment, leasing, and construction are executed through local teams located in the
Company’s offices in Toronto, Montreal, and Calgary in order to effectively serve the major urban markets where First
Capital Realty operates. In addition, the Company’s management team possesses significant retail experience, which
contributes to the Company’s in-depth knowledge of its tenants and market trends.

Cost of Capital

The Company seeks to maintain financial strength and flexibility in order to achieve a competitive cost of debt and equity
capital over the long term. The Company’s capital structure is key to financing growth and providing sustainable cash
dividends to its shareholders. In the real estate industry, financial leverage is used to enhance rates of return on invested
capital. Management believes that First Capital Realty’s capital structure composition of senior unsecured debt, mortgage
debt, revolving credit facilities, bank indebtedness, convertible debentures and equity provides financing flexibility and
reduces risks, while generating an attractive risk-adjusted return on investment, taking into account the long-term
business strategy of the Company. The Company also recycles capital through the selective disposition of full or partial
interests in properties. When it is deemed appropriate, the Company will raise equity to finance its growth and
strengthen its financial position.
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DBRS Limited (“DBRS”) has rated the Company’s senior unsecured debentures as BBB (high), and Moody's has rated these
debentures as Baa2. Management believes that this, along with the quality of the Company’s real estate portfolio and
other business attributes, contribute to reducing the Company’s cost of capital.

OUTLOOK AND CURRENT BUSINESS ENVIRONMENT

Since 2001, First Capital Realty has successfully grown its business across the country, focusing on key urban markets,
dramatically enhancing the quality of its portfolio and generating modest accretion in funds from operations, while
reducing leverage and achieving an investment grade credit rating. The Company expects to continue to grow its portfolio
of high quality properties in urban markets in Canada in line with its long-term value creation strategy. The Company
defines a high quality property primarily by its location, taking into consideration the local demographics and the retail
supply and demand factors in each property trade area, and the ability to grow the property's cash flow.

Changing Consumer Habits

The Company continues to observe several demographic and other trends that may affect demand for retail goods and
services, including an increasing reliance by consumers on online information to influence their purchasing decisions and
an increasing desire to purchase products online, as well as an aging population which is increasingly focused on
convenience and health-related goods and services. There is also a shift in consumer demand driven by an increasing
number of ethnic consumers as a result of Canada’s immigration policies. Another trend that Management observes is a
desire for consumers to live in urban markets and to connect with others through daily or frequent trips to grocery stores,
fitness centres, cafés and/or restaurants. Management is proactively responding to these consumer changes through its
tenant mix, unit sizes and shopping centre locations and designs.

Evolving Retail Landscape

Over the past several years, the Company has observed an increase in entry and/or expansion into the Canadian
marketplace by several major U.S. and international retailers including Walmart, Marshalls, Nordstrom, Saks Fifth Avenue,
Uniglo and others. Although such repositioning resulted in new opportunities for the Company, it also resulted in an
increasingly competitive retail landscape in Canada. In addition, many retailers have announced store closures and/or
bankruptcies, including Mexx, Future Shop, Aeropostale, Black's, Nine West, Target, Danier Leather, Le Chateau and HMV.
Although the Company’s exposure to these retailers is limited, these store closures will, in the short term, result in
increased availability of retail space across Canada and have the potential to impact retail rental rates and leasing
fundamentals.

As a result of these ongoing changes, the Company remains highly focused on ensuring the competitive position of its
shopping centres in all of its various retail trade areas. Management will continue to closely follow demographic and
shopping trends, as well as retailer responses to these trends, and retail competition. The Company’s leasing strategy
takes these factors into consideration in each trade area and its proactive management strategy helps to ensure the
Company’s properties remain attractive to high quality tenants and their customers.

In Management’s view, shopping centres and mixed-use properties located in urban markets with tenants providing non-
discretionary goods and services, will be less sensitive to both economic cycles and evolving retail trends, thus providing
more stable and growing cash flow over the long term.

Growth

For the year ended December 31, 2016, the Same Property portfolio delivered net operating income growth of 2.0%
compared to the prior year excluding the effect of two significant lease surrender fees earned in the second quarter of
2015 (1.1% including the impact of these fees). The growth in Same Property net operating income was primarily due to
rental rate step-ups and lease renewals at higher rates. Total portfolio occupancy improved to 95.0% as at December 31,
2016, from 94.8% as at December 31, 2015 primarily due to re-leasing a portion of the space vacated by the closure of
two Target stores in the second quarter of 2015 and a Canadian Tire store in the third quarter of 2015.

Urban municipalities where the Company operates continue to focus on increasing density within the existing boundaries
of infrastructure. This provides the Company with multiple development and redevelopment opportunities in its existing
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MANAGEMENT’S DISCUSSION AND ANALYSIS - continued

portfolio of urban properties, which includes an inventory of adjacent land sites and development land. As at

December 31, 2016, the Company had identified approximately 13.8 million square feet of incremental density available
in the portfolio for future development (including 3.0 million square feet of retail and 10.9 million square feet of
residential space), of which approximately 0.5 million square feet of development projects are currently underway.

Development activities continue to provide the Company with growth within its existing portfolio of assets. These
activities typically improve the quality of the property, which in turn leads to meaningful growth in property rental
income. The Company’s development activities primarily comprise redevelopments and expansions of existing properties
in established retail trade areas in urban markets. These projects typically carry risk that is associated more with project
execution rather than market risk, as projects are located in well-established urban communities with existing demand for
goods and services. The Company has a long and successful track record of development activities and will continue to
manage carefully the risks associated with such projects.

During the year, the Company transferred 288,000 square feet of new urban retail space from development to income-
producing properties at a cost of $165.3 million. Approximately 264,000 square feet of the new space was occupied at an
average net rental rate of $31.96 per square foot, well above the average rent for the entire portfolio of $19.39, thus
realizing on the growth potential through development and redevelopment activities.

Transaction Activity

The property acquisition environment remains extremely competitive for assets of similar quality to those owned by the
Company. There are typically multiple bids on high quality properties and asset valuations reflect strong demand for well-
located income-producing assets. In addition, well-located urban properties rarely trade in the market and attract
significant competition when they do. As a result, the urban property acquisitions completed by the Company typically do
not provide material accretion to the Company’s results in the immediate term. However, the Company will continue to
selectively acquire high quality, well-located properties that add strategic value and/or operating synergies, provided that
they will be accretive to Operating FFO over the long term. Therefore, the Company expects to focus on development and
redevelopment of existing assets as the primary means to grow the portfolio while continuing to make selective
acquisitions that complement the existing portfolio.

During the year, the Company acquired nine income-producing properties for $268.5 million in close proximity to the
Company's existing shopping centres, adding a total of 621,400 square feet of gross leasable area to the portfolio. The
Company also acquired four development properties for $51.7 million, including a 50% interest in the former Christie
Cookie site comprising 27 acres of prime land in the southwest part of Toronto. Additionally, the Company invested
$145.9 million in development and redevelopment activities during the year.

In the third quarter of 2016, the Company advanced $189.2 million as a deposit on the acquisition of an investment
property, located at One Bloor Street in Toronto, that is currently under construction. The deposit earns interest of 4.5%
until the purchase closing date which is estimated to be in the fourth quarter of 2017.

The Company continues to evaluate its properties and will occasionally dispose of non-core properties. This allows the
Company to redeploy capital into its core urban redevelopment projects where population, rent growth and consumer
trends present the opportunity for better long-term growth. During the year, the Company disposed of six properties and
four land parcels for gross proceeds of $137.1 million.

Financing Activity
During the year, the Company repaid $155.6 million of mortgages with a weighted average effective interest rate of 4.0%

and secured $203.4 million of new mortgages with a weighted average effective interest rate of 3.2% and a weighted
average term of 10.1 years.

In April 2016, the Company redeemed its remaining 5.25% Series G and 4.95% Series H convertible debentures at par and
satisfied its principal and accrued interest owing on each series 50% by the issuance of common shares and 50% in cash.

In May 2016, the Company completed the issuance of a $150.0 million principal amount of Series T senior unsecured
debentures. The debentures have an effective interest rate of 3.7%, and mature on May 6, 2026 which represented a term
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to maturity of 10.0 years at the time of issuance. Subsequently, in September 2016, the Company completed the issuance
of an additional $150.0 million, which was a re-opening of the series T debentures, with an effective interest rate of 3.4%.

In May 2016, the Company also issued 5.5 million common shares at a price of $21.10 for gross proceeds of $115.0 million.

In August 2016, the Company issued an additional 7.6 million common shares at a price of $22.60 for gross proceeds of
$172.6 million.

The proceeds raised in the debt and equity offerings were primarily used to fund investment activities.

Outlook

Management is focused on the following five areas to achieve its objectives through 2017 and into 2018:

¢ development, redevelopment and repositioning activities including land use intensification;

¢ selective acquisitions of strategic assets and sites in close proximity to existing properties in the Company’s target urban
markets;

e proactive portfolio management that results in higher rent growth;

e increasing the efficiency and productivity of operations; and

e maintain financial strength and flexibility to achieve a competitive cost of capital over the long-term.

Overall, Management is confident that the quality of the Company’s balance sheet and the defensive nature of its assets
will continue to serve it well in the current environment and into the future.

CORPORATE RESPONSIBILITY AND SUSTAINABILITY

The Company builds value by creating and managing high quality properties with long-term appeal in neighbourhoods
and communities that the Company believes will have a good and growing customer base well into the future. The
Company also takes a highly disciplined approach to the development and redevelopment of the Company’s properties
across Canada. In 2006, the Company embarked on the path towards sustainability with a commitment to build all new
developments to Leadership in Energy and Environmental Design ("LEED") standards subject to tenant acceptance. In
2009, the Company published its first Corporate Sustainability Report identifying five long-term goals. Since 2011, the
Company has published annual Corporate Responsibility and Sustainability ("CRS") Reports. These CRS reports comply
with the Global Reporting Initiative ("GRI"), an international non-profit organization whose mandate is to establish
guidelines for CRS reports. The Company is proud to be Canada's first publicly traded real estate company to have issued a
GRI-compliant and externally assured CRS report.

In March 2016, the Company was named by Corporate Knights as one of the Future 40 Responsible Corporate Leaders in
Canada. This ranking evaluated all Canadian companies with revenues of under $2.0 billion dollars or maintaining fewer
than 2,000 employees in 2015 for their sustainability and disclosure practices. In June 2016, the Company responded to
the 2015 Carbon Disclosure Project Information Request, disclosing information on the Company’s greenhouse gas
emissions, energy use, and risks and opportunities from climate change.

On the environmental front, the Company continues to develop its properties to LEED standards subject to tenant
acceptance. As at December 31, 2016, 114 projects comprising 3.4 million square feet of GLA were certified to LEED
standards. Another 31 projects comprising 1.3 million square feet of GLA are registered for LEED certification.

Reducing energy and water consumption is also a key part of the sustainability program, and the Company continues to
implement energy and water conservation measures, such as retrofitting lighting and water fixtures to more efficient
technology. All of these initiatives enhance the properties’ environmental performance and many of them reduce
operating costs, benefiting the Company's tenants and shareholders.

Management strives to maintain the highest levels of integrity and ethical business practices in all that it does. The
Company’s governance structure, Code of Conduct and Ethics, and all of its employee guidelines and policies are aimed at
ensuring that all employees remain good corporate citizens focused on building the long-term value of the Company.

For more information on the Company’s Corporate Responsibility and Sustainability practices, refer to the latest CRS
report on the Company's website at www.fcr.ca.
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MANAGEMENT’S DISCUSSION AND ANALYSIS - continued

SUMMARY CONSOLIDATED INFORMATION AND HIGHLIGHTS

As at December 31 2016 2015 2014
Operations Information
Number of properties 160 158 158
GLA (square feet) — at 100% 25,278,000 24,431,000 24,331,000
Occupancy — Same Property — stable ) 96.4% 96.3% 96.8%
Total portfolio occupancy 95.0% 94.8% 96.0%
Development pipeline and adjacent land (GLA) @
Retail pipeline 2,993,000 3,326,000 2,421,000
Residential pipeline 10,856,000 10,612,000 N/A
Average rate per occupied square foot S 19.39 S 18.84 $ 18.42
GLA developed and brought online — at 100% 288,000 248,000 289,000
Same Property — stable NOI — increase over prior year (1 0.8% 4.1% 2.8%
Total Same Property NOI —increase over prior year m 1.1% 3.7% 3.2%
Financial Information
Investment properties — shopping centres © S 8,453,348 S 7,870,719 S 7,474,329
Investment properties — development land © S 67,149 S 36,353 $ 35,462
Total assets $ 9,104,553 S 8,278,526 S 7,908,184
Mortgages © $ 997,165 $ 1,024,002 $ 1,165,625
Credit facilities S 251,481 S 224,635 S 7,785
Senior unsecured debentures S 2,546,442 S 2,244,091 S 2,149,174
Convertible debentures $ 207,633 $ 327,343 S 373,277
Shareholders’ equity $ 4,195,263 S 3,639,952 S 3,470,271
Capitalization and Leverage
Shares outstanding (in thousands) 243,507 225,538 216,374
Enterprise value © $ 9,162,000 $ 8,031,000 $ 7,762,000
Net debt to total assets © 7@ 42.6% 42.9% 42.2%
Weighted average term to maturity on mortgages and senior unsecured debentures 5.3 55 59

(years)

9
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Year ended December 31 2016 2015 2014

Revenues, Income and Cash Flows

Revenues and other income $ 695,925 $ 672,494 $ 661,438
Net operating income (“NOI”)© ) $ 421,997 ¢ 409,892 $ 403,548
Increase (decrease) in value of investment properties, net ! S 218,078 S 37,773 S 42,078
Net income attributable to common shareholders S 382,714 S 203,865 S 196,748
Net income per share attributable to common shareholders (diluted) S 159 $ 091 $ 0.92
Cash provided by operating activities S 256,598 S 244,433 S 271,861
Adjusted cash flow from operating activities © $ 265,304 S 243,922 $ 236,293
Dividends
Dividends S 204,233 S 192,781 S 181,317
Dividends per common share S 0.86 S 0.86 S 0.85
Weighted average number of common shares — diluted (in thousands) 246,428 235,870 230,533
Funds from Operations (“FF0”) %
Operating FFO $ 260,731 $ 236,069 $ 220,299
Operating FFO per diluted share $ 1.10 $ 1.05 S 1.04
Operating FFO payout ratio 78.2% 81.9% 81.7%
FFO S 262,544 S 221,265 S 208,977
FFO per diluted share S 1.11 $ 099 $ 0.98
FFO payout ratio 77.5% 86.9% 86.7%
Adjusted Funds from Operations (“AFFO”) *%
Operating AFFO 1 $ 260,977 $ 242,808 $ 228,617
Operating AFFO per diluted share $ 1.07 $ 1.02 S 1.00
Operating AFFO payout ratio 80.4% 84.3% 85.0%
AFFO S 264,869 S 243,592 S 229,770
AFFO per diluted share S 1.08 S 1.03 S 1.01
AFFO payout ratio 79.6% 83.5% 84.2%

(@

(2]

(3)

(4)

(5)
(6)

(7

@

©

Same Property — stable NOI and Total Same Property NOI are measures of operating performance not defined by International Financial Reporting Standards ("IFRS"). Refer
to the “Business and Operations Review — Real Estate Investments — Investment Property Categories” section of this MD&A.

At the Company's proportionate interest. Square footage does not include potential development on properties held by the Company’s Main and Main Developments LP
("Main and Main Developments") joint venture. Refer to the “Business and Operations Review — Properties Under Development — Main and Main Developments” section
of this MD&A.

2014 amount has not been disclosed.
Calculated based on the year-to-date NOI.
Includes properties and mortgages classified as held for sale.

Enterprise value, Net debt to total assets and Adjusted cash flow from operating activities are measures not defined by IFRS. Refer to the “Capital Structure and Liquidity —
Total Capital Employed” section of this MD&A.

Calculated with joint ventures accounted for on the equity basis under IFRS, proportionately consolidated.
Calculated net of cash balances as at the end of the period.
Calculated excluding the Company’s proportionate share of joint ventures accounted for on an equity basis under IFRS.

19 Nol, FFO, Operating FFO, AFFO and Operating AFFO are measures of operating performance not defined by IFRS. Refer to the “Results of Operations — Net Operating

Income" and “Results of Operations — Non-IFRS Supplemental Financial Measures” sections of this MD&A.
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MANAGEMENT’S DISCUSSION AND ANALYSIS - continued

BUSINESS AND OPERATIONS REVIEW

Real Estate Investments

Investment Property Categories

The Company categorizes its properties for the purposes of evaluating operating performance including Same Property
NOI. This enables the Company to better reflect its development, redevelopment and repositioning activities on its
properties, including land use intensification, and its completed and planned disposition activities. In addition, the
Company revises comparative information to reflect property categories consistent with current period status. The
property categories are as follows:

Investment properties — shopping centres — Same Property consisting of:

Same Property — stable — includes stable properties where the only significant activities are leasing and ongoing
maintenance. Properties that will be undergoing a redevelopment in a future period, including adjacent parcels of
land, and those having planning activities underway are also in this category until such development activities
commence. At that time, the property will be reclassified to either Same Property with redevelopment or to major
redevelopment.

Same Property with redevelopment = includes properties that are largely stable, including adjacent parcels of land,
but are undergoing incremental redevelopment or expansion activities (pads or building extensions) which intensify
the land use. Such redevelopment activities often include fagade, parking, lighting and building upgrades.

Major redevelopment — includes properties in planning or undergoing multi-year redevelopment projects with significant
intensification, reconfiguration and building and tenant upgrades.

Ground-up development — consists of new construction, either on a vacant land parcel typically situated in an urban area
or on an urban land site with conversion of an existing vacant building to retail use.

Acquisitions and dispositions — consists of properties acquired during the period including those in close proximity to
existing shopping centres. Dispositions include information for properties disposed of in the period.

Investment properties classified as held for sale — consists of properties that meet the held for sale criteria under IFRS.

Investment properties — development land — comprises land sites where there are no development activities underway,
except for those in the planning stage.

The Company has applied the above property categorization to the fair value, capital expenditures as well as leasing and
occupancy activity on its shopping centre portfolio, and to its Same Property NOI analysis to further assist in
understanding the Company’s real estate activities and its operating and financial performance.
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Reconciliation of Consolidated Balance Sheets to the Company's Proportionate Interest

Proportionate interest is not an IFRS measure, but is defined by Management as the Company’s proportionate share of
revenues, expenses, assets and liabilities in all of its real estate investments. This presentation is reflected throughout this
MD&A to include the Company’s two equity accounted joint ventures, net of non-controlling interests, and its share of
revenues, expenses, assets and liabilities at the Company’s ownership interest.

Management presents the proportionate share of the Company's interests in its two joint ventures in the determination
of many key performance measures. Management views this method as relevant in demonstrating the Company's ability
to manage and monitor the underlying financial performance and cash flows of the related investments. This presentation
also depicts the extent to which the underlying assets are leveraged, which are included in the Company's debt metrics.

The following table provides a reconciliation of the Company’s consolidated balance sheets, as presented in its audited
annual consolidated financial statements to its proportionate interest.

As at December 31,2016 December 31, 2015
Consolidated Adjustments for

Balance Proportionate Proportionate Proportionate
Sheet Interest Interest Interest

ASSETS
Investment properties — shopping centres S 8,370,298 S 111,087 S 8,481,385 S 7,884,623
Investment properties — development land 67,149 88,878 156,027 80,555
Investment in joint ventures 146,422 (146,422) — —
Investment properties classified as held for sale 83,050 - 83,050 97,737
Other 437,634 12,596 450,230 221,391
Total assets S 9,104,553 S 66,139 $ 9,170,692 S 8,284,306

LIABILITIES

Mortgages S 997,165 S 45,373 S 1,042,538 S 1,026,664
Credit facilities 251,481 56,798 308,279 255,588
Other 3,622,824 1,788 3,624,612 3,362,102
Total liabilities 4,871,470 103,959 4,975,429 4,644,354

EQUITY
Shareholders' equity 4,195,263 — 4,195,263 3,639,952
Non-controlling interest 37,820 (37,820) — —
Total equity 4,233,083 (37,820) 4,195,263 3,639,952
Total liabilities and equity S 9,104,553 S 66,139 S 9,170,692 S 8,284,306

) Certain assets and liabilities have been grouped for purposes of this reconciliation.
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MANAGEMENT’S DISCUSSION AND ANALYSIS - continued

Portfolio Overview

As at December 31, 2016, the Company had interests in 160 investment properties — shopping centres, which were 95.0%
occupied with a total GLA of 25.3 million square feet and a fair value of $8.6 billion. This compares to 158 investment
properties — shopping centres, which were 94.8% occupied with a total GLA of 24.4 million square feet and a fair value of
$8.0 billion as at December 31, 2015. As at December 31, 2016, the average size of the shopping centres is approximately
158,000 square feet, ranging from approximately 9,200 to over 574,000 square feet.

The Same Property portfolio includes shopping centres sub-categorized in Same Property — stable and Same Property with
redevelopment. The Same Property portfolio is comprised of 143 properties with a GLA of 21.3 million square feet and a
fair value of $6.7 billion. These properties represent 89.4% of the Company's property count, 84.4% of its GLA and 78.4%
of its fair value and generated $360.1 million in NOI for the year ended December 31, 2016 or 84.3% of the Company's
total NOI.

The balance of the Company’s real estate assets consists of shopping centres with significant value enhancement
opportunities which are in various stages of redevelopment, shopping centres acquired in 2016 or 2015 and properties in
close proximity to them, as well as properties held for sale.

The Company's shopping centre portfolio based on property categorization is summarized as follows:

As at December 31, 2016 December 31, 2015

Weighted Weighted

Average Average

Rate per Rate per

Number GLA ) Occupied ~ Number GLA ) Occupied

of (000s Fair Ssquare of (000s Fair Square

(millions of dollars, except other data) Properties sq. ft.) Value ¥ Occupancy Foot Properties sq. ft.) Value @ Occupancy Foot

Same Property — stable 129 18,454 $ 5,857 96.4% S 18.84 129 18,454 $ 5,623 96.3% $ 18.61

Same Property with 14 2,890 854 95.4% 19.51 14 2,830 782 93.6% 18.69
redevelopment

Total Same Property 143 21,344 6,711 96.3% 18.93 143 21,284 6,405 96.0% 18.62

Major redevelopment 8 1,939 1,004 83.4% 23.08 8 1,933 930 83.6% 22.95

Ground-up development 3 767 358 96.9% 21.93 3 601 308 93.2% 17.84

Acquisitions — 2016 4 835 283  91.3%  20.16 - — — —% —

Acquisitions — 2015 - 98 125 87.1% 36.42 - 98 129 87.1% 35.99

Investment properties classified 2 295 83 88.0% 17.59 2 293 79 88.2% 17.32
as held for sale

Dispositions — 2016 — — — —% — 2 222 125 96.4% 6.91

Total 160 25,278 $ 8,564 95.0% $ 19.39 158 24,431 $ 7,976 94.8% S 18.84

W At the Company's proportionate interest.

@ Properties in close proximity to existing properties.

©) The number of properties and GLA exclude a shopping centre that was 50% held for sale as at December 31, 2015. The GLA and property count for this shopping centre
was included in Same Property with redevelopment. 2015 fair value excludes development land held for sale of $6.5 million.
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The Company’s shopping centre portfolio by geographic region is summarized as follows:

As at December 31, 2016 December 31, 2015
Weighted Weighted
Average Average
Rate per % of Rate per % of
Number GLA i Occupied Annual Number GLA . Occupied Annual
(millions of dollars, of (000s Fair Square Minimum of (000s Fair Square Minimum
except other data) Properties sq. ft.) Value (1) Occupancy Foot Rent Properties sq. ft.)  Value o Occupancy Foot Rent
Central Region
Greater Toronto 46 7,111 $3,134 96.2% $ 21.92 33% 44 6,601 $2,825 96.4% S 21.96 33%
Area
Golden Horseshoe 8 1,569 405 95.7% 15.94 6% 8 1,570 383 97.1% 15.64 6%
Area
London Area 7 784 173 93.7% 15.17 3% 7 777 163 96.3% 14.82 3%
61 9,464 3,712 95.9% 20.39 42% 59 8,948 3,371 96.5% 20.23 42%
Eastern Region
Greater Montreal 32 4,782 1,189 90.8% 16.41 15% 34 4,891 1,199 90.8% 15.33 16%
Area
Greater Ottawa 11 1,994 473 97.1% 17.11 6% 11 1,990 465 95.9% 16.72 6%
Area
Quebec City 5 1,011 175 93.6% 11.19 2% 1,011 175 95.6% 10.82 3%
Other 220 44 99.2% 13.78 1% 215 37 100.0% 12.94 —%
50 8,007 1,881 93.0% 15.85 24% 52 8,107 1,876 92.9% 15.04 25%
Western Region
Greater Calgary 16 2,622 1,041 95.4% 22.89 12% 15 2,553 977 97.6%  22.54 13%
Area
Greater 20 2,370 1,054 95.6% 22.59 11% 19 2,177 927 94.5%  22.26 10%
Vancouver Area
Greater Edmonton 12 2,571 794 97.2% 19.82 10% 12 2,402 752 92.1% 18.91 9%
Area
Red Deer 1 244 82 93.1%  20.25 1% 1 244 73 95.2%  20.17 1%
49 7,807 2,971 96.0%  21.70 34% 47 7,376 2,729 94.8% 21.23 33%
Total 160 25,278 $ 8,564 95.0% $ 19.39 100% 158 24,431 $7,976 94.8% S 18.84 100%

W At the Company's proportionate interest.

Among the Company's real estate investment portfolio are thirty-four (2015 - twenty-nine) retail assets each with a value
greater than $85 million or size greater than 300,000 square feet. Together, these thirty-four retail assets comprise $4.2

billion (2015 - $3.7 billion) or 49% (2015 - 46%) of the Company's aggregate $8.6 billion value (2015 - $8.0 billion). These
assets, as a percentage of the Company's aggregate value, reflects the Company's focus on larger, but fewer strategic
assets in its target urban markets.
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MANAGEMENT’S DISCUSSION AND ANALYSIS - continued

Investment Properties — Shopping Centres

A continuity of the Company’s proportionate interest in investments in its shopping centre acquisitions, dispositions,
development and portfolio improvement activities is as follows:

Year ended December 31

(millions of dollars) 2016 2015
Balance at beginning of year 7,871 S 7,474
Acquisitions

Shopping centres and additional adjacent spaces 269 95

Shopping centres acquired for redevelopment 17 —

Land parcels in close proximity to existing properties - 1
Development activities and property improvements 216 275
Reclassifications from development land - 2
Reclassification to residential development inventory (5) —
Increase (decrease) in value of investment properties, net 218 40
Dispositions (133) (23)
Other changes - 7
Balance at end of year 8,453 S 7,871
Investment in joint ventures — shopping centres 111 105
Proportionate interest end of year @ 8,564 S 7,976

W At the Company's proportionate interest.

@ Includes investment properties classified as held for sale as at December 31, 2016 and 2015 totaling $83 million and $91 million, respectively.

2016 Acquisitions

Income-producing properties — Shopping Centres and Additional Adjacent Spaces

During the year ended December 31, 2016, the Company acquired nine properties in close proximity to existing shopping

centres, as summarized in the table below:

Quarter Interest GLA Acquisition Cost

Count Property City/Province Acquired Acquired (sq. ft.) (in millions)
1. Peninsula Village Surrey, BC Ql 100% 170,900 S 78.5
2. 225 Peel St. (Griffintown) Montreal, QC Ql 100% 108,200 56.0
3. 816-838 11th Ave. (Glenbow) Calgary, AB Ql 50% 23,800 10.5
4. Yorkville Village adjacent properties Toronto, ON Q1, Q2 100% — 1.8
5. Cliffcrest Plaza Toronto, ON Q2 100% 72,400 31.9
6. Whitby Mall Whitby, ON Q2 50% 164,700 18.6
7. Avenue Rd. & Lawrence Ave. assembly Toronto, ON Q4 100% 61,500 65.2
8. 2415-2595 Rue de Salaberry (Galeries Normandie) Montreal, QC Q4 100% 17,100 5.2
9. 338 Wellington Rd. (Wellington Corners) London, ON Q4 100% 2,800 0.8
Total 621,400 S 268.5

W At the Company's proportionate interest.
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Development Properties

During the year ended December 31, 2016, the Company acquired four development properties, as summarized in the table
below:

Quarter Interest Acquisition Cost
Count Property Name City/Province Acquired  Acquired Acreage(l’ (in millions)
Shopping centres acquired for redevelopment
101 Yorkville Ave. (Yorkville Village) Toronto, ON Q3 50% 05 S 15.5
2520 Chemin Bates (Wilderton) Montreal, QC Q4 100% 0.3 1.7
Total shopping centres acquired for redevelopment 08 $ 17.2
Development lands
1071 King Street West (remaining 50% interest) Toronto, ON Q1 50% 03 S 7.7
2150 L)ake Shore Blvd. West (former Christie Cookie ~ Toronto, ON Q2 50% 13.5 26.8
site
Total development lands 13.8 $ 34.5
Total 146 $ 51.7

W At the Company's proportionate interest.

2015 Acquisitions

Income-producing Properties — Shopping Centres and Additional Adjacent Spaces

During the year ended December 31, 2015, the Company acquired ten properties in close proximity to existing shopping
centres, as summarized in the table below:

Quarter Interest GLA  Acquisition Cost

Count Property Name City/Province Acquired Acquired (sq. ft.) W (in millions)
1 880-16th Ave., 1508-8th Street (Mount Royal Village) Calgary, AB Q1 100% 42,400 S 23.4
2 Yorkville Village adjacent properties Toronto, ON Q1-Q3 100% — 2.3
3 1030 King St. West (Shops at King Liberty) Toronto, ON Q2 100% 17,900 25.7
4 930, 932-17th Ave. SW (Mount Royal Village) Calgary, AB Q2 100% 9,600 6.0
5. 43 Hanna Ave. (Shops at King Liberty) Toronto, ON Q3 100% 1,200 0.8
6 97 McKenzie Town Blvd. (McKenzie Towne Centre) Calgary, AB Q3 100% 7,900 7.5
7 850-16th Avenue (Mount Royal Village) Calgary, AB Q3 100% 10,600 6.2
8 3270 Rue Langelier (Centre Commercial Domaine) Montreal, QC Q4 100% 16,600 2.8
9 1000 Wellington (Griffintown) Montreal, QC Q4 100% 22,400 14.3
10.  3903-3945, 34 St. NW (Meadowbrook Il) (remaining ~ Edmonton, AB Q4 50% 14,300 6.3

50% interest)
Total 142,900 $ 95.3

) At the Company's proportionate interest.

Development Properties

During the year ended December 31, 2015, the Company acquired two development properties, as summarized in the table
below:

Quarter Interest Acquisition Cost

Count Property Name City/Province Acquired  Acquired Acreage (in millions)
1. 3009 Blvd. St-Charles (Centre Kirkland-St. Charles) Kirkland, QC Q2 100% 02§ 0.9
2. 1200 Block of Marine Drive (Pemberton Plaza) North Vancouver, BC Q2 100% — 0.5
Total 02 S 1.4
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MANAGEMENT’S DISCUSSION AND ANALYSIS - continued

2016 Dispositions

During the year ended December 31, 2016, the Company disposed of ten properties, three of which were 50% interests

and four land parcels, as summarized in the table below:

Quarter

GLA

Gross Sales Price

Count Property Name City/Province Sold Interest Sold (sq. ft.)\ Acreage' (in millions)
1. Les Galeries de Lanaudiere Lachenaie, QC Q1 50% 269,500 30.5
2. 1706-1712 152™ Street Surrey, BC Q2 100% 4,700 0.2
3. Place Kirkland du Barry (adjacent land)  Kirkland, QC Q2 100% — 0.8
4. Porte de Chateauguay Chateauguay, QC Q3 100% 132,400 10.5
5. Place Pierre Boucher Boucherville, QC Q3 100% 78,400 9.0
6. Thickson Place Whitby, ON Q3 50% 52,400 5.4
7. 3033 Sherbrooke (adjacent land) Montreal, QC Q3 100% — 1.5
8. Carre Normandie Montreal, QC Q3 100% 6,000 0.3
9. Jericho Centre (land) Langley, BC Q4 100% — 4.8
10. Rutherford Marketplace (adjacent land) Vaughan, ON Q4 50% — 1.3
Total 543,400 643 S 137.1

W At the Company's proportionate interest.

2015 Dispositions

During the year ended December 31, 2015, the Company disposed of three properties, as summarized in the table below:

Quarter GLA (square Gross Sales Price

Count Property Name City/Province Sold Interest Sold feet) Acreage (in millions)
1. Plaza Delson Delson, QC Ql 100% 136,700 -
2. 717 Hillsdale Ave. Toronto, ON Q2 100% — 0.1
3. 497-501 Wellington Rd. London, ON Q3 100% — 0.6

Total 136,700 07 §$ 231

Impact of Acquisitions and Dispositions

The annualized NOI of properties acquired and disposed, at the time of acquisition or disposition, during the years ended

December 31, 2016 and 2015 is summarized in the table below:

Acquired Disposed
For the year ended December 31 2016 2015 2016 2015
Central Region S 6,081 S 902 1,040 S —
Eastern Region 2,693 615 5,181 1,510
Western Region 4,516 2,340 66 —
Total S 13,290 S 3,857 6,287 S 1,510

Capital Expenditures

Capital expenditures are incurred by the Company for maintaining and/or renovating its existing shopping centres. In

addition, the Company also incurs expenditures for the purposes of expansion, redevelopment and development

activities.

Revenue sustaining capital expenditures are required for maintaining the Company’s shopping centre infrastructure and
revenues from leasing of existing space. Revenue sustaining capital expenditures are generally not recoverable from
tenants. However, certain leases provide the ability to recover from tenants, over time, a portion of capital expenditures
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to maintain the physical aspects of the Company’s shopping centres. Revenue sustaining capital expenditures generally
include tenant improvement costs related to new and renewal leasing, and capital expenditures required to maintain the
physical aspects of the shopping centres, such as roof replacements and resurfacing of parking lots.

Revenue enhancing capital expenditures are those expenditures that increase the revenue generating ability of the
Company’s shopping centres. Revenue enhancing capital expenditures are incurred in conjunction with or in
contemplation of a development or redevelopment strategy, a strategic repositioning after an acquisition, or in advance
of a planned disposition to maximize the potential sale price. The Company owns and actively seeks to acquire older, well-
located shopping centres in urban locations, where expenditures tend to be higher when they are subsequently repaired
or redeveloped to meet the Company’s standards. The Company also considers property age, the potential effects on
occupancy and future rent per square foot, the time leasable space has been vacant and other factors when assessing
whether a capital expenditure is revenue enhancing or sustaining.

Capital expenditures incurred in development and redevelopment projects include pre-development costs, direct
construction costs, leasing costs, tenant improvements, borrowing costs, and overhead including applicable salaries and
other direct costs of internal staff directly attributable to the projects under active development.

Capital expenditures on investment properties by type and property category are summarized in the table below:

Year ended December 31 2016 2015
Total Same Other Property

Property Categories Total Total
Revenue sustaining S 13,915 $ - S 13,915 $ 18,394
Revenue enhancing 33,332 10,956 44,288 46,875
Expenditures recoverable from tenants 10,048 4,009 14,057 10,268
Development expenditures 22,116 123,742 145,858 200,439
Total S 79,411 $ 138,707 $ 218,118 S 275,976

During the year ended December 31, 2016, capital expenditures totaled $218.1 million compared to $276.0 million for the
prior year. The $57.9 million decrease was primarily the result of lower development expenditures related to the large
ground-up and major redevelopment projects currently underway including Yorkville Village, King High Line and The
Edmonton Brewery District. In addition, revenue sustaining expenditures decreased by $4.5 million over the prior year
primarily as a result of a major infrastructure project that was undertaken and completed in 2015.

Valuation of Investment Properties

During the year ended December 31, 2016, the weighted average stabilized capitalization rate of the Company’s investment
property portfolio decreased from 5.7% as at December 31, 2015 to 5.5%, primarily due to overall compression in
capitalization rates and the impact of acquisitions during the period. The Company’s proportionate interest in the net
increase in value of investment properties was $222.9 million for the year ended December 31, 2016.

The values of the Company’s proportionate interest in its shopping centres and associated capitalization rates by region
were as follows as at December 31, 2016 and December 31, 2015:

As at December 31, 2016 Capitalization Rate

Number of Weighted
(millions of dollars) Properties Average Median Range Fair Value
Central Region 61 5.3% 5.5% 4.1%-7.0% S 3,712
Eastern Region 50 5.9% 6.0% 5.0%-7.0% 1,881
Western Region 49 5.3% 5.5% 4.3%-6.5% 2,971
Total or Weighted Average 160 5.5% 5.8% 4.1%-7.0% $ 8,564
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MANAGEMENT’S DISCUSSION AND ANALYSIS - continued

As at December 31, 2015 Capitalization Rate

Number of Weighted
(millions of dollars) Properties Average Median Range Fair Value
Central Region 59 5.5% 5.8% 45%75% S 3,371
Eastern Region 52 6.1% 6.0% 5.3%-7.5% 1,876
Western Region 47 5.5% 5.8% 4.5%-6.5% 2,729
Total or Weighted Average 158 5.7% 5.8% 4.5%-7.5% S 7,976

Properties Under Development

Development and redevelopment activities are completed selectively, based on opportunities in the Company’s
properties or in the markets where the Company operates. The Company’s development activities include redevelopment
on stable properties, major redevelopment, and ground-up projects. Additionally, properties under development include
land with future development potential. All development activities are strategically managed to reduce risk, and
properties are generally developed after obtaining anchor tenant lease commitments. Individual buildings within a
development are generally constructed only after obtaining commitments on a substantial portion of the space.

Development Pipeline

The Company has identified approximately 13.8 million square feet of incremental density available in the portfolio for
future development of which 0.5 million square feet is currently under development.

A breakdown of the active development and incremental density within the portfolio by component and type is as
follows:

As at December 31, 2016 Square feet (in thousands) w
Retail Residential Total
Active Development
Same Property with redevelopment 42 — 42
Major redevelopment 223 — 223
Ground-up development 128 156 284
393 156 549
Future uncommitted incremental density
Medium term 1,500 5,700 7,200
Long term 1,100 5,000 6,100
2,600 10,700 13,300
Total development pipeline 2,993 10,856 13,849

W At the Company's proportionate interest.

The Company determines its course of action with respect to the 10.7 million square feet of uncommitted potential
residential density on a case by case basis given the specifics of each property. The Company’s course of action for each
property may include selling the property, selling the residential density rights, entering into a joint venture with a partner
to develop the property or undertaking the development of the property on its own. The majority of this density is
expected to commence development over the medium term (within approximately seven years).

In addition to the Company's development pipeline, information regarding the development potential of the Company's
Main and Main Developments joint venture can be found in the "Main and Main Developments" section of this MD&A.
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Invested Cost of Properties Under Development

As at December 31, 2016, the Company had $541.0 million of properties under development and development land
parcels at invested cost, representing approximately 6.2% of the value of the total portfolio.

A breakdown of invested cost on development activities is as follows:

As at December 31, 2016 Invested Cost (in millions) ®
Number of  Square Feet e Active Pre-

Projects (in thousands) Development  Development Total
Same Property with redevelopment 3 42 S 10 S - S 10
Major redevelopment 3 223 144 100 244
Ground-up development 2 568 121 — 121
Total development and redevelopment activities 8 833 § 275 S 100 $ 375
Total development land and adjacent land parcels S 166 $ 166
Total S 266 $ 541

W Includes 312,000 square feet of residential rental apartments.
@ Square footage relates to active development only and represents 100% of the space under development.
B At the Company's proportionate interest.

2016 Development and Redevelopment Coming Online and Space Going Offline

Development and redevelopment coming online includes both leased and unleased space transferred from development
to income-producing properties at completion of construction.

During the year ended December 31, 2016, the Company completed the transfer of 288,000 square feet of new urban
retail space from development to the income-producing portfolio at a cost of $165.3 million. Of the space transfered,
264,000 square feet became occupied at an average rental rate of $31.96 per square foot, well above the average rate for
the portfolio of $19.39, thus realizing on the growth potential through development and redevelopment activities. The
remainder of the space transferred is expected to be leased in the next 12 months. In addition, the Company transferred
$24.0 million of space from development to income producing property related to Yorkville Village for which the Company
did not attribute any GLA. The Company expects to earn ancillary revenue from these common areas, through several
initiatives, including kiosks, pop-up shops and events held in this space. Included in this space is "The Lane" (the new
entrance from Yorkville Avenue into the property), the food hall, as well as other common areas.

For the year ended December 31, 2016, the Company had tenant closures for redevelopment of 48,000 square feet at an
average rental rate of $17.54 per square foot. Of the 48,000 square feet, 22,000 square feet was demolished.

Active Development and Redevelopment Activities

The Company’s properties with development and redevelopment activities currently in progress are expected to have a
weighted average going-in NOI yield of 5.3% upon completion. This yield is derived from the expected going-in run rate
based on stabilized leasing and operations following completion of the development, and includes all building cost, land
cost, interest and other carrying costs, as well as capitalized staff compensation and other expenses. However, actual rates
of return could differ if development costs are higher than current forecasted costs, if final lease terms are lower than
forecasted base rent, operating cost or property tax recoveries, or if there are other unforeseen events that cause actual
results to differ from assumptions. The quality of the Company’s construction is consistent with its strategy of long-term
ownership and value creation, and factors in the Company's high standards in construction, lighting, parking, access,
pedestrian amenities, accessibility, as well as development to LEED standards.

Development and redevelopment projects may occur in phases with the completed component of the project included in
income-producing properties and the incomplete component included in properties under development. The following
tables show this split, where applicable, by showing the total invested cost in two categories: under development and
income-producing property. In addition, the following tables reflect square footage at 100% of the space under
development and invested cost at the Company's proportionate share.
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MANAGEMENT’S DISCUSSION AND ANALYSIS - continued

Same Property with Redevelopment

The Company currently has three projects under active development in the Same Property with redevelopment property
category. Of the approximately 42,000 square feet under active redevelopment, 32,600 square feet is subject to
committed leases at a weighted average rate of $30.91 per square foot. The Company is currently in various stages of
negotiations for the remaining planned space.

Highlights of the Company’s Same Property with redevelopment projects as at December 31, 2016 are as follows:

As at December 31, 2016

Invested Cost (in millions)

Square Feet Total
Under Target Estimated Estimated
Development (in Completion incl. Under Cost to
Count/Project and Major Tenant(s) thousands) Date ) Land Development Complete
Active development
1. Kingsway Mews, Edmonton, AB 5 H1 2017 33 2 S 1
(Freshii)
2. South Park Centre, Edmonton, AB 5 H1 2017 3 - 3
(Boardwalk Fries & Burger)
3. 685 Fairway Road, Kitchener, ON 32 H1 2018 19 8 11
(MEC)
Total Same Property with redevelopment 42 25 S 10 $ 15

' H1 and H2 refer to the first six months of the year and the last six months of the year, respectively.

Major Redevelopment

The Company has three projects under active development in the major redevelopment property category. Of the
approximately 223,400 square feet under active redevelopment, 93,600 square feet is subject to committed leases at a
weighted average rate of $33.79 per square foot. As construction on redevelopment projects occurs in phases, there
continues to be ongoing negotiations in various stages with certain retailers for the remaining planned retail space.

Highlights of the Company’s major redevelopment projects underway as at December 31, 2016, including costs for
completed phases, are as follows:

As at December 31, 2016

Square feet (in thousands)

Invested Cost (in millions)

Planned Target Total Income-  Estimated
Count / Property and Major Tenant(s) Complgfig: ofé)xniqs?ilr?;% Develogrggﬁ; CompDI:tt;o'g Eiﬂrf;sg Develogr:gﬁ; p:ﬁgggﬂi Cocmc;)slteig
Active development
1. Yorkville Village Assets, Toronto, ON 285 230 55 H22017® § 390 ¢ 70 ¢ 302 $ 18
(Whole Foods Market, Equinox Fitness)
2. 3080 Yonge Street, Toronto, ON 245 170 75 H12018 121 41 61 19
(Loblaws)
3. Mount Royal West, Calgary, AB 93 - 93 H22018 72 33 - 39
(Urban Fare, Canadian Tire)
Total Major Redevelopment 623 400 223 S 583 $ 144 $ 363 S 76

" Includes vacant units held for redevelopment.

@ H1 and H2 refer to the first six months of the year and the last six months of the year, respectively.

B Mall completion is H2 2017; partial redevelopment of street assets is 2018 and beyond.
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Ground-up Development

The Company has two projects under active development in the ground-up development property category. These
projects are comprised of approximately 568,000 square feet of space currently under development, of which 256,000
square feet is retail space and 312,000 square feet is residential rental apartments. A total of 60,900 square feet of the
retail space currently under development is subject to committed leases at a weighted average rate of $30.32 per square
foot. As construction on ground-up developments occurs in phases, there continues to be ongoing negotiations in various
stages with retailers for the remaining planned space.

Highlights of the Company’s ground-up projects underway as at December 31, 2016, including costs for completed
phases, are as follows:

As at December 31, 2016

Square feet (in thousands) Invested Cost (in millions)
Target Total Income- Estimated
Planned Upon  Completed or Under Completion Estimated incl. Under producing Cost to
Count/Project and Major Tenant(s) Completion Existing Development Date Land  Development property Complete
Active development
1. The Brewery District, Edmonton, AB (' 309 210 99  H22017 $ 92 ¢ 21 ¢ 62 $ 9
(Loblaws City Market, Shoppers Drug Mart, GoodLife Fitness, MEC, Winners)
2. King High Line (Shops at King Liberty), 469 - 469 H2 2018 159 100 - 59
Toronto, ON BAC)
Total Ground-up Development 778 210 568 S 251 §$ 121 $ 62 S 68

W The Company has a 50% ownership interest in the property.

@ The square feet under development comprises 157,000 square feet of retail and 312,000 square feet of residential space. The Company and its development partner have
entered into a binding agreement to sell, upon substantial completion, a 1/3 managing interest in the residential component of the property to Canadian Apartment
Properties REIT.

) H1 and H2 refer to the first six months of the year and the last six months of the year, respectively.

@ Target completion date relates to buildings currently under construction. Total estimated costs include buildings not yet started.

Other - Current Year Acquisition

In addition to the projects listed above, the Company has also commenced a project at Cliffcrest Plaza, a property acquired
in the second quarter of 2016. The project is for an 8,000 square foot pad to be occupied by an LCBO for a total cost of
approximately $3.4 million. The costs to complete the project are $2.0 million and the project is expected to be completed
in the first half of 2017.

Costs to Complete Active and Redevelopment Activities

Costs to complete the development, redevelopment and expansion activities underway are estimated to be
approximately $161 million. Costs to complete Same Property related developments and Cliffcrest Plaza are planned at
$17 million. Costs to complete major redevelopments and ground-up developments, are both planned at $50 million each
in 2017, and $26 million and $18 million, respectively, thereafter.

Main and Main Developments

The Company has an interest in a Toronto and Ottawa urban development partnership (known as M+M Urban Realty LP
(“Main and Main Urban Realty”)) between the Company, Main and Main Developments (itself, a joint venture between
the Company and a private developer) and a prominent Canadian institutional investor. The partners of Main and Main
Urban Realty have collectively committed a total of $320.0 million of equity capital for current and future growth and the
development of the Main and Main Urban Realty portfolio, of which First Capital Realty’s direct and indirect commitment
is approximately $167.0 million (of which $120.3 million has been invested as at December 31, 2016). Main and Main
Developments was retained to provide asset and property management services for the real estate portfolio.

The Main and Main Developments management team brings a skill set and focus to the assembly and redevelopment of
sites that are much smaller than the Company’s typical properties and are normally acquired or assembled via multiple
adjacent parcel acquisitions, often from private individuals. Main and Main Developments’ core business strategy is to
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MANAGEMENT’S DISCUSSION AND ANALYSIS - continued

create value in the Main and Main Urban Realty portfolio through the strategic acquisition of assets in under-serviced,
transit-oriented urban retail nodes and then reposition, rezone and/or redevelop (including through mixed use
development) these assets to their highest and best use, with a view to creating and owning new urban retail formats in
high-demand locations. Each of Main and Main Urban Realty’s 22 assembly projects are located on a major street in
Toronto or Ottawa. Two projects are in the active development phase and nine projects are in the pre-development
planning stage. As at December 31, 2016, the fair value of the Main and Main Urban Realty real estate property portfolio

was approximately $366.2 million.

Main and Main Urban Realty has identified a total of approximately 1.8 million square feet of additional GLA available in

its portfolio, comprised of 0.3 million square feet for future retail and 1.6 million square feet for future residential

development. The Company's proportionate interest in Main and Main Urban Realty is 37.7%.

Leasing and Occupancy

Total Same Property occupancy increased from 96.0% as at December 31, 2015 to 96.3% as at December 31, 2016,
primarily as a result of new tenants taking occupancy across the portfolio. Total portfolio occupancy increased from 94.8%
as at December 31, 2015 to 95.0% as at December 31, 2016, primarily due to re-leasing a portion of the space vacated by
the closure of two Target stores in the second quarter of 2015 and a Canadian Tire store in the third quarter of 2015.

Occupancy of the Company's shopping centre portfolio by property categorization was as follows:

As at December 31, 2016 December 31, 2015
Weighted Weighted
Average Rate Total Average Rate
Total Occupied per Occupied Occupied per Occupied
(square feet in thousands) Square Feet % Occupied Square Foot Square Feet % Occupied Square Foot
Same Property — stable 17,794 96.4% $ 18.84 17,777 96.3% $ 18.61
Same Property with redevelopment 2,756 95.4% 19.51 2,648 93.6% 18.69
Total Same Property 20,550 96.3% 18.93 20,425 96.0% 18.62
Major redevelopment 1,616 83.4% 23.08 1,615 83.6% 22.95
Ground-up development 744 96.9% 21.93 560 93.2% 17.84
Investment properties classified as held for sale 260 88.0% 17.59 258 88.2% 17.32
Total portfolio before acquisitions and 23,170 95.2% 19.30 22,858 94.8% 18.89
ispositions
Acquisitions — 2016 763 91.3% 20.16 - —% -
Acquisitions — 2015 86 87.1% 36.42 85 87.1% 35.99
Dispositions — 2016 - —% - 216 96.4% 6.91
Total 24,019 95.0% $ 19.39 23,159 94.8% $ 18.84
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During the three months ended December 31, 2016, the Company achieved an 8.0% overall rate increase per occupied
square foot on 635,000 square feet of renewal leases over the expiring lease rates, of which the rate increase for the Same
Property portfolio was 8.7% on 585,000 square feet of renewals.

The average rental rate per occupied square foot for the total portfolio increased from $19.18 as at September 30, 2016
to $19.39 as at December 31, 2016 primarily due to rent escalations. Management believes that the weighted average
rental rate per square foot for the portfolio would be in the range of $25.00 to $27.00, if the portfolio were at market.

Changes in the Company’s gross leasable area and occupancy for the total portfolio are set out below:

Three months ended

Major redevelopment, ground-up,

December 31, 2016 Total Same Property acquisitions and dispositions Vacancy Total Portfolio
Under
Weighted Weighted | Redevelop- Weighted
Occupied Average Rate Occupied Average Rate ment Vacant Total Occupied Average Rate
Square Feet per Occupied | Square Feet per Occupied | Square Feet Square Feet Square Feet Square per Occupied
(thousands) % Square Foot | (thousands) % Square Foot | (thousands) % (thousands) % (thousands) Feet%  Square Foot
September 30, 2016 ) 20,533 96.3% $ 18.84 3,342 87.6% $ 21.27 187 0.7% 1,075 4.3% 25,137 95.0% $ 19.18
Tenant possession 162 21.68 42 20.28 - (204) - 21.39
Tenant closures (150) (17.99) (35) (27.64) — 185 — (19.83)
Tenant closures for (3) (38.50) (1) (18.42) 4 - - (32.46)
redevelopment
Developments — 4 41.79 65 45.93 — (1) 68 45.67
tenants coming
online @
Demolitions — — — — (7) — (7) —
Reclassification 4 — (2) — 10 7 19 —
Total portfolio before 20,550 96.3% $ 18.93 3,411 88.0% $ 21.70 194 0.8% 1,062 4.2%| 25,217 95.0% $ 19.32
2016 acquisitions
and dispositions
Acquisitions (at date of — — 58 95.1% 46.15 — 3 61 95.1% 46.15
acquisition)
Dispositions (at date of — — — —% — — — — —% —
disposition)
December 31, 2016 20,550 96.3% $ 18.93 3,469 88.1% $ 22.11 194 0.8% 1,065 4.2% 25,278 95.0% $ 19.39
Renewals 585 S 16.76 50 S 24.11 635 $ 17.33
Renewals — expired (585) S (15.42) (50) $ (23.36) (635) S (16.04)
Net change per square foot from renewals S 1.34 S 0.75 S 1.29
% Increase on renewal of expiring rents 8.7% 3.2 % 8.0%

0 Opening balance is revised to reflect property categories consistent with current period status.
@ For further discussion of development and redevelopment coming online and under development vacancy, refer to the “Properties Under Development — 2016 Development
and Redevelopment Coming Online and Space Going Offline” section of this MD&A.
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MANAGEMENT’S DISCUSSION AND ANALYSIS - continued

During the year ended December 31, 2016, the Company achieved a 7.5% overall rate increase per occupied square foot
on 1,637,000 square feet of renewal leases over the expiring lease rates. The rate increase for the Same Property portfolio
was 8.2% on 1,481,000 square feet of renewals.

The average rental rate per occupied square foot for the total portfolio increased from $18.84 as at December 31, 2015 to
$19.39 as at December 31, 2016 primarily due to rent escalations.

Changes in the Company’s gross leasable area and occupancy for the total portfolio are set out below:

Year ended December

Major redevelopment, ground-

31,2016 Total Same Property up, acquisitions and dispositions Vacancy Total Portfolio
Weighted Weighted Under
Average Average | Redevelop- Weighted
Occupied Rate per Occupied Rate per ment Vacant Total  Occupied Average Rate
Square Feet Occupied | Square Feet Occupied | Square Feet Square Feet Square Feet Square per Occupied
(thousands) % Square Foot | (tho