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Report of Independent Auditors
To the Management of Carr Properties Holdings LP
Results of Review of Interim Financial Information

We have reviewed the accompanying condensed consolidated interim financial information of Carr
Properties Holdings LP and its subsidiaries (the “Company”), which comprise the condensed consolidated
balance sheet as of June 30, 2022, and the related condensed consolidated statements of operations and
comprehensive income (loss) and of cash flows for the three-month and six-month periods ended June 30,
2022 and 2021 and the condensed consolidated statement of changes in equity for the six-month periods
ended June 30, 2022 and 2021, including the related notes (collectively referred to as the “condensed
consolidated interim financial information”).

Based on our review, we are not aware of any material modifications that should be made to the
accompanying condensed consolidated interim financial information for it to be in accordance with TAS
34, Interim Financial Reporting, as issued by the International Accounting Standards Board.

Basis for Review Results

We conducted our review in accordance with auditing standards generally accepted in the United States of
America (US GAAS) applicable to reviews of interim financial information. A review of interim financial
information consists principally of applying analytical procedures and making inquiries of persons
responsible for financial and accounting matters. A review of interim financial information is substantially
less in scope than an audit conducted in accordance with US GAAS, the objective of which is an expression
of an opinion regarding the financial information as a whole, and accordingly, we do not express such an
opinion. We are required to be independent of the Company and to meet our other ethical responsibilities,
in accordance with the relevant ethical requirements relating to our review. We believe that the results of
the review procedures provide a reasonable basis for our conclusion.

Responsibilities of Management for the Condensed Consolidated Interim Financial
Information

Management is responsible for the preparation and fair presentation of the condensed consolidated
interim financial information in accordance with IAS 34, Interim Financial Reporting, as issued by the
International Accounting Standards Board and for the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of the condensed consolidated interim
financial information that is free from material misstatement, whether due to fraud or error.

PricewaterhouseCoopers LLP, 655 New York Avenue NW, Washington, DC 20001
T: (202) 414 1000, www.pwc.com/us
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Other Matter

We previously audited, in accordance with auditing standards generally accepted in the United States of
America, the consolidated balance sheet of Carr Properties Holdings LP and its subsidiaries as of
December 31, 2021, and the related consolidated statements of operations and comprehensive income
(loss), of changes in equity and of cash flows for the year then ended (not presented herein), and in our
report dated March 2, 2022, we expressed an unmodified opinion on those consolidated financial
statements. In our opinion, the information set forth in the accompanying condensed consolidated
balance sheet as of December 31, 2021, is consistent, in all material respects, with the audited consolidated
balance sheet from which it has been derived.

Bheusctmhmalopior 7

Washington, DC
August 16, 2022



CARR PROPERTIES HOLDINGS LP
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands of US Dollars)

ASSETS
Non-current assets
Investment properties, at fair value
Income generating properties (cost of $2,592,620 and $2,415,564)
Properties in development (cost of $5,936 and $160,848)
Investments in associates
Goodwill
Derivative asset
Straight line rent receivable
Deferred leasing costs and other, net

Current assets
Trade receivables, net
Prepaid expense and other assets
Restricted cash
Cash and cash equivalents

Total assets

EQUITY
Equity attributable to common shareholders
Equity reserve from increase in CPP
Equity reserve for cash flow hedges
Retained earnings
Equity attributable to non-redeemable non-controlling interests
Total equity

LIABILITIES
Non-current liabilities
Credit facility, net of deferred financing fees
Notes payable, net of current portion and deferred financing fees
Lease liabilities, net of current portion
Redeemable non-controlling interests, net of current portion
Derivative liabilities, net of current portion
Security deposits
Other liabilities

Current liabilities

Current portion of credit facility and notes payable, net of deferred financing fees

Current portion of lease liabilities
Redeemable non-controlling interests, current
Rent received in advance

Trade and other payables

Total liabilities
Total equity and liabilities

Oliver T. Carr Oliver T. Carr
Eric Tracy Eric Tracy
Financial Statements Approval Date August 16, 2022

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Notes June 30, 2022

December 31, 2021

(Unaudited)

411 8 2495255 $ 2,403,873
411 5,936 169,254
5 743,902 705,632
8 9,326 9,326
11 24,267 3,601
106,763 95,701

39,358 38,783

3,424,807 3,426,170

6,057 6,133

12,543 14,124

10 5,427 5,310
2,10 31,156 28,373
55,183 53,940

$ 3479,990 $ 3,480,110

17 $ 1,666,533 $ 1,606,196
10,013 9,829
11 (6,154) (15,173)
273,274 292,854

17 145,492 144,161
2,089,158 2,037,867

910 § 596,558 $ 567,981
9,10 507,617 508,870
7,15 145,131 143,170
17 — 2,233
11 — 2,550
4,255 3,956

12,394 12,863

1,265,955 1,241,623

9,10 2,614 2,578
7,15 335 524
17 91,673 152,448
5,261 9,296

2 24,994 35,774
124,877 200,620

1,390,832 1,442,243

$ 3479,990 $ 3,480,110

Member of the Board and Chief Executive Officer

Chief Financial Officer



CARR PROPERTIES HOLDINGS LP
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND
COMPREHENSIVE INCOME (LOSS)
(in thousands of US Dollars)

Three Months Ended June 30,

Six Months Ended June 30,

Notes 2022 2021 2022 2021
Revenues
Rental revenue $ 42114  § 41,070 $ 83,647 $ 86,199
Recoveries from tenants 4,257 7,580 8,379 18,082
Parking income 2,520 1,923 4,459 3,354
Property management fees and other 14 1,174 1,012 2,409 1,713
Total revenues 50,065 51,585 98,894 109,348
Operating expenses
Property operating expenses
Direct payroll and benefits 2,542 2,325 4,724 4,769
Repairs and maintenance 2,656 2,775 4,859 5,544
Cleaning 1,351 1,243 2,697 2,406
Utilities 1,734 1,799 4,284 3,693
Real estate and other taxes 8,794 10,304 17,508 21,313
Other expenses 13 4,313 4,219 8,611 8,676
Property operating expenses 21,390 22,665 42,683 46,401
Non-property general and administrative expenses 12 4,417 5,722 10,870 11,206
Total operating expenses 25,807 28,387 53,553 57,607
Other operating loss
Net loss from fair value adjustment of investment properties 4 (79,102) (9,541) (94,167) (10,615)
Realized loss on sale of investment properties 4 — (22,452) — (22,452)
Income from investments in associates 5 22,252 4,939 44,875 10,286
Total other operating loss and expense (56,850) (27,054) (49,292) (22,781)
Operating (loss) income (32,592) (3,856) (3,951) 28,960
Other income
Other income 44 112 501 234
Revaluation of redeemable non-controlling interests 4,703 (19) 3,800 (1,885)
Interest expense 9 (10,787) (10,653) (20,602) (23,077)
Pre-tax income (38,632) (14,416) (20,252) 4,232
Income and franchise tax expense 148 204 563 270
Net (loss) income $ (38,780) $ (14,620) $ (20,815) $ 3,962
Attribution of net (loss) income
Common shareholders $ (36,213) $ (14,912) $ (19,580) $ 2,142
Non-redeemable non-controlling interests (2,567) 292 (1,235) 1,820
$ (38,780) $ (14,620) $ (20,815) $ 3,962
Other comprehensive income -
Items that may be subsequently reclassified to income or loss:
Unrealized gain (loss) on cash flow hedges 1 $ 1,879 $ (404) $ 11,686 $ 4,247
Less: Reclassification adjustments for losses included in net income 9 — 241 — 1,225
Less: Reclassification adjustments for disposition losses included in net income — 16,277 — 16,277
Other comprehensive income 1,879 16,114 11,686 21,749
Total comprehensive (loss) income $ (36,901) $ 1,494 $ (9,129) $ 25,711
Attribution of comprehensive (loss) income
Common shareholders $ (34,979) $ 500 $ (10,561) $ 21,777
Non-redeemable non-controlling interests (1,922) 994 1,432 3,934
$ (36,901) $ 1,494 $ (9,129) $ 25,711

The accompanying notes are an integral part of these condensed consolidated financial statements.
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CARR PROPERTIES HOLDINGS LP
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(in thousands of US Dollars, except share data)

Common Units Equity Reserve ReEgrl:/icteyfor Retained . ' Red’:g:";ble .
Notes Issued and Outstanding fror?nlrécggase C,"_‘,Z'égégw Earnings Shalrzzhut?tlgers Cltr)‘rsi::élgitrs\g Total Equity
Units Amount
Balance as of December 31, 2020 1,393,348 $ 1,606,196 $ 9,756 $ (38,054) $ 262,864 $ 1,840,762 $ 143,031  $ 1,983,793
Issuance of preferred shares by a subsidiary, net
of offering costs — — — — — — 119 119
Non-controlling interest partner distribution to
2025 Clarendon 5) — — — — — — (2,639) (2,639)
Change in equity reserve from increase in CPP — — 139 — — 139 (139) —
Net Income — — — — 2,134 2,134 1,828 3,962
Unrealized gain on cash flow hedges 1 — — — 3,233 — 3,233 1,014 4,247
Amortization of terminated cash flow hedge — — — 1,148 — 1,148 77 1,225
Write off of previously terminated cash flow
hedges — — — 15,254 — 15,254 1,023 16,277
Distributions 17 — — — — (1,166) (1,166) (121) (1,287)
Balance as of June 30, 2021 1,393,348 $ 1,606,196  § 9,895 § (18419) $ 263,832 § 1,861,504 $ 144,193 $ 2,005,697
. Equity Reserve Accumulated . Total Redzgrrrl\-able
Notes Issugdo;nnﬂ%jultjsr:gzding Frorirrlllgggaase Com;g'g;ieernsive E::ﬁ:ﬂgg ShaIrEethders' Non- Total Equity
Income (Loss) quity c|?1rtl;rr:2:frslg
Units Amount
Balance as of December 31, 2021 1,393,348 $ 1,606,196 $ 9829 §$ (15,173) $ 292,854 $ 1,893,706 $ 144,161 $ 2,037,867
Issuance of preferred shares by a subsidiary, net
of offering costs — — — — — — 154 154
Issuance of common shares, net of offering costs 45,755 60,337 — — — 60,337 — 60,337
Change in equity reserve from increase in CPP — — 184 — — 184 1,689 1,873
Net loss — — — — (19,580) (19,580) (1,235) (20,815)
Unrealized gain on cash flow hedges 1 — — — 9,019 — 9,019 2,667 11,686
Distributions 17 — — — — — — (1,944) (1,944)
Balance as of June 30, 2022 1,439,103  $ 1,666,533 § 10,013 § (6,154) $ 273274 % 1,943,666 $ 145492 $ 2,089,158

The accompanying notes are an integral part of these condensed consolidated financial statements.
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CARR PROPERTIES HOLDINGS LP
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands of US Dollars)

Three Months Ended June 30, Six Months Ended June 30,

Notes 2022 2021 2022 2021
Cash flows from operating activities
Net (loss) income $ (38,780) $ (14,620) $ (20,815) $ 3,962
Adjustments to reconcile net income to net cash provided by operating activities
Net loss from fair value adjustment of investment properties 4 79,102 9,541 94,167 10,615
Write off of previously terminated cash flow hedge — 16,277 — 16,277
Income from investments in associates 5 (22,252) (4,939) (44,875) (10,286)
Income and franchise tax expense 148 204 563 270
Interest expense, net excluding amortization of deferred financing fees 10,409 9,966 19,848 21,993
Amortization of deferred financing fees 411 721 821 1,152
Amortization of equipment leases 66 43 133 143
Amortization of Equipment & Software 75 224 122 467
Amortization of deferred leasing costs and lease incentives 1,287 887 2,637 2,118
Amortization of note payable premium (33) (34) (67) (68)
Provision for bad debt expense 276 112 449 46
LTIP Compensation 149 1,851 1,806 3,252
Revaluation of redeemable non-controlling interests (4,703) 19 (3,800) 1,885
Changes in assets and liabilities
Trade receivables (2,412) (3,861) (373) 7,910
Straight line rent receivable (5,571) (1,423) (11,062) (2,776)
Purchase of interest rate cap 1 (11,530) — (11,530) —
Prepaid expense and other assets 398 2,644 1,581 1,555
Trade and other payables 4,298 7,266 (7,039) (2,530)
Rent received in advance (511) (5,574) (4,035) (8,150)
Cash generated by operations $ 10,827 19,304 18,531 47,835
Cash paid for interest (9,615) (9,056) (18,099) (20,344)
Net cash provided by operating activities 1,212 10,248 432 27,491
Cash flows from investing activities
Proceeds from sale of investment property held for sale — — — 18,496
Proceeds from sale of income generating property 4 — 219,756 — 219,756
Acquisition of income generating property, including prepaid acquisition costs 5 — (195,674) — (195,674)
Contributions to investment in associates 5 27 16 (86) (24,564)
Return of investments in associates 5 4,195 — 6,691 —
Acquisition of development property land 4 2,821 — (2,208) —
Additions to deferred leasing costs (2,507) (1,792) (7,349) (3,598)
Additions to tenant improvements (2,888) (546) (7,202) (2,637)
Additions to construction in progress, including capitalized interest (736) (21,814) (2,430) (46,937)
Other capital improvements on income generating properties (7,416) (8,026) (12,034) (13,349)
Decrease (increase) in restricted cash 170 6,791 (269) 7,126
Net cash provided by (used in) investing activities (6,334) (1,289) (24,887) (41,381)
Cash flows from financing activities
Redemption of redeemable non-controlling interest 17 (60,994) (221) (60,994) (221)
Distribution to joint venture non-controlling interest partner 4 — — — (2,639)
Principal portion of lease payments 7 (370) (106) (509) (246)
Issuance of common shares, net of offering costs 17 60,337 — 60,337 —
Borrowings under credit facility 9 75,000 195,000 88,000 226,000
Repayments under credit facility 9 (60,000) (250,000) (60,000) (269,000)
Borrowings on notes payable 9 — 39,022 — 60,341

The accompanying notes are an integral part of these condensed consolidated financial statements.
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CARR PROPERTIES HOLDINGS LP
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands of US Dollars)
(continued)

Repayments of notes payable

Payment of deferred financing fees

Issuance of redeemable non-controlling interests

Distributions to common shareholders and non-redeemable non-controlling interests
Issuance of preferred shares of consolidated subsidiary, net of offering costs

Net cash provided by (used in) financing activities

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of the period

Cash and cash equivalents, end of the period

Supplemental disclosures of cash flow information:

Capitalized interest

Accrual of retainage liabilities and construction requisitions for income generating properties

and development projects
Lease liabilities arising from obtaining/revaluing right-of-use assets
Non-cash interest expense
Debt and other liabilities assumed in acquisition of 100 Congress
Debt and other liabilities deconsolidated due to disposition of Midtown Center

Issuance of redeemable non-controlling interests

The accompanying notes are an integral part of these condensed consolidated financial statements.

Three Months Ended June 30,

Six Months Ended June 30,

2022 2021 2022 2021

(669) (652) (1,333) (1,299)

(104) (202) (139) (202)

= = 1,785 =

(51) (657) (63) (1,279)

6) (22) 154 119

13,143 (17,838) 27,238 11,574

8,021 (8,879) 2,783 (2,316)

23,135 40,691 28,373 34,128

31,156 31,812 31,156 31,812

356 1,339 619 3,719

(369) (5,638) 556 4,603

7 (3,425) — 1,063 13
9 638 241 1,216 1,225
5 — 120,625 — 120,625
5 = (525,000) = (525,000)
17 — 864 1,775 864



CARR PROPERTIES HOLDINGS LP
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(US Dollar amounts expressed in thousands, except share and per share data)

1. Organization and Description of Business

Carr Properties Holdings LP (collectively, the "Partnership”, "Holdings", "our", or “CPH”) was formed as a Delaware
limited partnership. The Partnership’s corporate headquarters are located at 1615 L Street, NW, Suite 650,
Washington, D.C. 20036. The Partnership owns a 100% interest in Carr Properties Corporation (“CPC”), which has a
consolidated subsidiary, Carr Properties Partnership (“CPP”). Through CPP, the Partnership engages in owning,
operating and developing commercial office real estate properties in primarily the Greater Washington, D.C. area
(defined as the District of Columbia, northern Virginia, and suburban Maryland), Boston, Massachusetts, and Austin,
Texas. Currently, the Partnership has 13 operating properties, four properties owned through joint ventures, and two
development properties owned through individual joint ventures.

The Partnership began operations on August 19, 2013 ("Inception"), through a series of transactions pursuant to a
Master Framework Agreement (the "MFA") dated May 2, 2013, as amended, between CET Acquisition Company Inc.
(“CET”), a wholly owned investment of the Commingled Pension Trust Fund of JPMorgan Chase Bank, N.A., and AH
Carr Properties Holdings LP (“Alony-Hetz”), a wholly owned subsidiary of Alony-Hetz Properties & Investments Ltd.

On January 2, 2018, Clal ENP RH, LP, a Delaware limited partnership, Clal CW Mishtatef RH, LP, a Delaware limited
partnership, Clal CW Mishtatef US, LP, a Delaware limited partnership and Clal CW Hishtalmut US, LP, a Delaware
limited collectively ("Clal Insurance Enterprise Holdings Ltd" or "Clal") acquired convertible notes. Clal converted
these notes to common shares on August 16, 2018.

The ownership interests of Alony-Hetz, CET, and Clal Insurance Enterprise Holdings Ltd., a company who began
investing in 2018 in Holdings as of June 30, 2022, were 52.33%, 38.88%, and 8.76%, respectively. The remaining
interests in Holdings are held by six additional investors.

2. Basis of Presentation and Summary of Significant Accounting Policies
(a) Statement of Compliance

The accompanying unaudited interim condensed consolidated financial statements have been prepared in
accordance with International Accounting Standards (“IAS”) 34, Interim Financial Reporting, and as such, do not
include all the disclosures that would be included in annual condensed consolidated financial statements. These
condensed consolidated financial statements should be read in conjunction with the Partnership’s condensed
consolidated financial statements and notes thereto contained in the Partnership’s audited annual condensed
consolidated financial statements for the year ended December 31, 2021. Any changes to accounting policies and
methods of computation during the three and six months ended June 30, 2022, are specifically disclosed.
Management believes the disclosures are adequate to ensure the information presented is not misleading. In
management's opinion, all adjustments and eliminations, consisting only of normal, recurring adjustments necessary
for a fair statement of the condensed consolidated financial statements for the interim periods, have been included.
The results of operations for the interim periods are not necessarily indicative of the operating results for the full year.

(b) Basis of Presentation

The preparation of financial statements requires management to make judgments, estimates and assumptions that
affect the application of accounting policies and the reported amounts of assets, liabilities, revenues and expenses.
These financial statements are presented in United States dollars, which is the Partnership's functional and reporting
currency. The Partnership has elected to present a single statement of operations and comprehensive income and to
disclose its expenses by nature.

The Partnership reports cash flows from operating activities using the indirect method. Interest received and paid is
presented within operating cash flows. The acquisitions of investment properties are disclosed as cash flows from
investing activities because this most appropriately reflects the Partnership’s business activities.



CARR PROPERTIES HOLDINGS LP
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(US Dollar amounts expressed in thousands, except share and per share data)

(c) Principles of Consolidation
General

The condensed consolidated financial statements include financial statements of the Partnership and its subsidiaries.
Subsidiaries are all entities over which the Partnership has the power to govern the entities’ financial and operating
policies, generally accompanying an ownership of 50% or more of the voting rights. Control exists when the
Partnership is exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to
affect those returns through its power over the entity. Subsidiaries are fully consolidated in the financial statements
from the date on which control is transferred to the Partnership and are de-consolidated from the date that control
ceases. All intercompany balances and transactions, primarily management fees, have been eliminated in the
consolidation process.

Investments in Associates

Associates are entities over which the Partnership has significant influence but not control, generally accompanying
an ownership interest of between 20% and 50% of the voting rights but does not unilaterally control the most
significant activities of the entities. Investments in associates are accounted for by the equity method of accounting
and are initially recognized at cost, with the carrying amount increased or decreased based on the Partnership’s
share of profits, losses, contributions and distributions. The Partnership also uses the equity method to account for
investments in associates when its ownership interest is less than 20% if it can exert significant influence. Significant
influence is derived when the Partnership is the general partner or managing member, participates in the policy
making processes, including preparation of the budgets and initiation of contracts, or is involved in certain decisions
in the investee.

The real estate investments owned by associates are carried at fair value as determined by management of the
associates, based on independent third-party appraisals, and reflect the estimated price that an underlying property
would bring in a competitive open market under all conditions requisite to a fair sale, the buyer and seller each acting
prudently and knowledgeably, and assuming the prices are not affected by undue stimulus. The Partnership’s
ownership interests in the real estate investments owned by the associates also reflect the Partnership’s ownership
interests in the associates’ other assets and liabilities, including associates’ debt. The Partnership’s share of profits or
losses is recognized in the Condensed Consolidated Statements of Operations and Comprehensive Income (Loss),
and the Partnership records its share of losses until the carrying amount of its investment is reduced to zero. No
further losses are recorded by the Partnership unless it has an obligation, legal or constructive, or has made
payments, to satisfy the associates’ liabilities.

Joint Arrangements

The Partnership may enter into contractual arrangements related to the ownership of investment or development
properties. The Partnership evaluates such arrangements in accordance with IFRS 11 - Joint Arrangements to
determine the type of joint arrangement by assessing its contractual rights and obligations. This determination
includes the assessment of joint control and the classification of a joint arrangement as a joint operation or a joint
venture. Joint arrangements that are classified as a joint operation will result in the Partnership recognizing its
proportionate ownership interest in the underlying assets, liabilities, revenue and expenses. Joint arrangements that
are classified as a joint venture will be accounted for using the equity method in accordance with IAS 28 -
Investments in Associates when the Partnership has significant influence over the joint arrangement but not control.

Non-Controlling Interests

The Partnership’s condensed consolidated financial statements include the accounts of the Partnership and its
subsidiaries. The equity interests of the preferred shareholders and other limited partners in Carr Properties
Partnership and its subsidiaries are reflected as non-redeemable non-controlling interests. Certain redeemable non-
controlling interests retain redemption rights and are classified within current and non-current liabilities depending on
contractual provisions of the redemption features. Redeemable non-controlling interests are recorded at contractual
redemption amounts based on the Net Asset Value of CPP at each respective period end.

(d) Leases

The Partnership has material ground leases under its Columbia Center and 1701 Duke Street properties. In addition,
the Partnership leases air rights at its 2001 Penn property. The Partnership also enters into various equipment and
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copier leases in the normal course of operations. At inception of a contract, the Partnership assesses whether the
contract is, or contains, a lease. A contract is, or contains, a lease if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for consideration. To assess whether the contract conveys the
right to control the use of an identified asset, the Partnership assesses whether:

+  The contract involves the use of an identified asset - this may be specified explicitly or implicitly, and should
be physically distinct or represent substantially all of the capacity of a physically distinct asset;

+ The Partnership has the right to obtain substantially all of the economic benefits from use of the asset
throughout the period of use; and

+  The Partnership has the right to direct the use of the asset. The Partnership has this right when it has the
decision-making rights that are most relevant to changing how and for what purpose the asset is used.

At inception or on reassessment of a contract that contains a lease component, the Partnership allocates the
consideration in the contract to each lease component on the basis of their relative stand-alone prices. However, for
the leases of land and air rights in which it is the lessee, the Partnership has elected not to separate non-lease
components and account for the lease and non-lease components as a single lease component.

The Partnership recognizes a Right-of-Use Asset ("ROUA") and a lease liability at the lease commencement date.
The ROUA is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of costs
to dismantle and remove the underlying asset or to restore the underlying asset or the site on which it is located, less
any lease incentives received.

The ROUA is subsequently depreciated using the straight-line method from the commencement date to the earlier of
the end of the useful life of the ROUA or the end of the lease term. In accordance with IAS 40, the ROUA for ground
and air rights leases qualify as investment property and as such are measured at fair value. The estimated useful
lives of ROUA for equipment leases are determined on the same basis as those of property and equipment. In
addition, the ROUA is periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of
the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Partnership’s incremental borrowing rate. Generally, the Partnership uses its incremental borrowing
rate as the discount rate.

Lease payments included in the measurement of the lease liability comprise the following:

+ fixed payments, including in-substance fixed payments;

+ variable lease payments that depend on an index or a rate, initially measured using the index or rate as at
the commencement date;

* amounts expected to be payable under a residual value guarantee; and

+ the exercise price under a purchase option that the Partnership is reasonably certain to exercise, lease
payments in an optional renewal period if the Partnership is reasonably certain to exercise an extension
option, and penalties for early termination of a lease unless the Partnership is reasonably certain not to
terminate early.

The lease liability is measured at amortized cost using the effective interest method and is recorded in "Interest
expense" on the Condensed Consolidated Statements of Operations and Comprehensive Income (Loss).

(e) Acquisitions/dispositions of Investment Property
Acquisitions
The Partnership applies judgment to determine whether the acquisition of an investment property is the acquisition of

an asset under International Accounting Standards 40 - Investment Property ("IAS 40") or the acquisition of a
business under IFRS 3 - Business Combinations ("IFRS 3").
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An asset acquisition exists when: (i) it is probable that the future economic benefits that are associated with the
investment property will flow to the entity; and (ii) the cost of the investment property can be measured reliably. The
Partnership classifies an acquisition as an asset acquisition when it acquires a property or a portfolio of properties
that do not meet the definition of a business. The initial cost of an asset acquisition is comprised of its purchase price
and any directly attributable expenditures. Identifiable assets acquired and liabilities assumed in asset acquisitions
are measured initially at fair value at the acquisition date. Acquisition-related costs for asset acquisitions are
capitalized to the investment property at the time the acquisition is completed.

The Partnership classifies an acquisition as a business combination where an integrated set of activities is acquired in
addition to the property. The cost of a business combination is measured as the aggregate of the consideration
transferred at acquisition date fair value. Identifiable assets acquired and liabilities assumed in a business
combination are measured initially at fair value at the acquisition date. The Partnership recognizes any contingent
consideration to be transferred by the Partnership at its acquisition date fair value. Goodwill represents the purchase
price of acquired businesses in excess of the fair value of net assets acquired and liabilities assumed. Acquisition
related costs for business combinations are expensed in the period incurred.

Dispositions

The Partnership classifies an investment property or investment in associate as held for sale when it has determined
that its carrying amount will be recovered principally though a sale transaction rather than its continuing use. The sale
must be considered highly probable whereby management has the authority to approve the action, commits to a plan
to sell the asset, and the sale of the asset is probable with completion expected within one year.

Assets and liabilities are not amortized while they are classified as held for sale. The assets and liabilities of an
investment held for sale are presented separately from the other assets and liabilities in the Condensed Consolidated
Balance Sheet.

(f) Investment Properties

In accordance with IAS 40, property that is held for long-term rental yields or for capital appreciation or both, and that
is not occupied by the Partnership, is classified as investment property. Investment properties are properties held to
earn rental income and are accounted for using the fair value model. Investment property also includes property that
is being constructed or developed for future use as an investment property.

Investment property is measured initially at its cost. Subsequently, investment property is measured at fair value, at
each balance sheet date. Gains and losses from changes in fair value are recorded in "Change in unrealized gain
(loss) on valuation" and "Realized loss on sale of investment properties" on the Condensed Consolidated Statements
of Operations and Comprehensive Income (Loss), in the period in which they arise. The Partnership determines the
fair value of its investment property in accordance with IFRS 13 - Fair Value Measurement ("IFRS 13"). The fair value
of an investment property reflects the estimated price that an underlying property would realize in a competitive and
open market under all conditions requisite to a fair sale, the buyer and seller each acting prudently and
knowledgeably, and assuming the price is not affected by undue stimulus. The fair value reflects, among other things,
rental income from current leases and assumptions about rental income from future leases in light of current market
conditions. The fair value also reflects any expected cash outflows in respect to investment property. Some of those
outflows are recognized as a liability, including lease liabilities in respect of land classified as investment property;
others, including variable lease payments that are not based on an index or rate, are not recognized in the financial
statements. Accordingly, investment properties have been adjusted for any recognized liabilities.

Certain investment properties being constructed, developed or redeveloped are also measured at fair value.
Subsequent expenditures related to properties in development are added to the property's carrying amount when it is
probable that future economic benefits associated with the item will flow to the Partnership. Fair value measurement
of an investment property in development is only applied if the fair value is considered to be reliably measurable. If
the Partnership determines that the fair value of an investment property in development is not reliably determinable
when construction is incomplete, it measures that property in development at cost until either its fair value becomes
reliably determinable or construction is completed. It may sometimes be difficult to determine reliably the fair value of
an investment property in development. In order to evaluate whether the fair value of an investment property in
development can be determined reliably, management considers the following factors, among others:

. Provisions of the construction contract;
. Stage of completion;
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. Whether the project or property is standard (typical for the market) or non-standard;
. Level of reliability of cash inflows after completion;

. Development risk specific to the property;

. Past experience with similar construction; and

. Status of construction permits.

The Partnership will reclassify portions of an investment property that are placed into service from “Properties in
development” to “Income generating properties” when those portions are deemed to be substantially complete,
including tenant improvements, and upon commencement of revenue recognition. The Partnership considers a
property in development as substantially complete after major construction has ended and the property is available
for tenant occupancy. For properties that are built in phases, the Partnership ceases capitalization on the portion of a
property that is considered substantially complete but no later than one year from completion of major construction
activity if not occupied.

The fair value of certain properties in development has been prepared giving consideration to costs incurred to date
and to key development risk factors, including entitlement risk, construction risk, leasing/sales risk, operations risk,
credit risk, capital market risk, pricing risk, event risk and valuation risk. The fair value of properties in development
includes the timely recognition of estimated entrepreneurial profit after such consideration.

Development rights are development opportunities in the early phase of the development process where the
Partnership either has an option to acquire land, enter into a leasehold interest or where the Partnership is the buyer
under a long-term conditional contract to purchase land. The Partnership capitalizes related pre-development costs
incurred in pursuit of new developments for which the Partnership currently believes future development is probable.
Repairs and maintenance costs are charged to expense as incurred and are included in the Condensed Consolidated
Statements of Operations and Comprehensive Income.

(g) Goodwill

Goodwill arises on the acquisition of a business and represents the excess of consideration transferred over the fair
value of the net identifiable assets acquired and the liabilities assumed. Each quarter, the Partnership evaluates the
values assigned to its goodwill and other intangible assets to determine whether any indicators of impairment are
present. The Partnership also performs an annual impairment test or more frequently when there is an indicator of an
impairment on the goodwill balance, which has an indefinite life. No such losses have been identified and reflected in
the accompanying condensed consolidated financial statements.

(h) Restricted Cash

The Partnership classifies cash that is restricted as to usage or withdrawal as restricted cash. Restricted cash
includes amounts established pursuant to various agreements for property taxes, insurance and other future lease
operations. Restricted cash consists of funds restricted by agreements with financial institutions. These funds will be
released upon completion of agreed-upon events, tasks, or time-lines as specified in the respective agreements. For
purposes of the Consolidated Statements of Cash Flows, changes in restricted cash are classified according to their
nature.

(i) Fair Value Measurements

The Partnership measures the fair value of its assets and liabilities in accordance with IFRS 13 - Fair Value
Measurement. This standard requires assets and liabilities to be categorized into a hierarchy based on the lowest
level input that is significant to the fair value measurement of the asset or liability. Disclosure of fair value
measurements is according to the following hierarchy:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived from prices).

Level 3 - Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs).

The Partnership recognizes transfers into and transfers out of the fair value hierarchy levels as of the date of the

event or changes in circumstances that causes the transfer. There were no transfers in and out of level 1, 2, or 3 for
the three and six months ended June 30, 2022.
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Assessing the significance of a particular input to the fair value measurement in its entirety requires judgment,
considering factors specific to the asset or liability. If a fair value measurement requires the use of unobservable
inputs and is not based on observable market information, that measurement falls under Level 3 of the fair value
hierarchy.

Investment Properties

The Partnership records investment properties at fair value. The fair value of investment properties is estimated
based on the price that would be received to sell an asset in an orderly transaction between marketplace participants
at the measurement date. Investment properties without a public market are valued based upon fair value
assumptions and valuation techniques utilized by the Partnership. Such valuation techniques include income
capitalization and sales comparison approaches. The Partnership also considers actual sale negotiations and bona
fide purchase offers received from third parties, as well as independent external appraisals. In general, the
Partnership considers multiple valuation techniques when measuring the fair value of an investment property.
However, in certain circumstances, a single valuation technique may be appropriate. Independent third-party
appraisal reports are prepared annually and updated quarterly for all properties subject to fair value measurement.

Income Capitalization Approach: This approach is based on the principle that value is created by the
expectation of future income. This approach is particularly applicable in the case of income producing
properties. One technique to convert income to value is direct capitalization, which involves dividing the net
operating income by a market capitalization rate. A second technique is the discounted cash flow analysis, in
which projected cash flows (net operating income less periodic capital expenditures and reversion value at
the conclusion of the holding period) are converted to present value by applying an annual discount rate. In
both techniques, net operating income and cash flow are estimated based on an analysis of market rent and
occupancy levels and projected property expenses. Key inputs and assumptions include rental income and
expense amounts and related growth rates, as well as discount and income capitalization rates. Significant
increases (decreases) in any of these inputs in isolation would result in a significantly lower (higher) fair
value measurement. Generally, a change in the assumptions used for the discount and the capitalization
rate is accompanied by a directionally opposite change in the fair value measurement and a change in the
assumptions used for the future cash flows is accompanied by a directionally similar change in the fair value
measurement.

Sales Comparison Approach: This approach is a method of estimating fair value based on analyzing
transactions of similar properties in the market area. A major premise of this approach is that the fair value of
the property is directly related to the prices of comparable, competitive properties. The reliability of this
approach is dependent upon the availability of comparable data, the verification of sales data, the degree of
comparability and the absence of atypical conditions affecting the sales price. Once sales data is gathered,
adjustments involving the judgment of management are made to the comparable properties to determine a
value range for the property being valued. Generally, a point of value within the adjusted range is selected.

Cost Approach: The application of the cost approach is based on the principle of substitution and the
concept that a market participant would not pay more for a property than the cost to develop a substitute
property of equivalent desirability and utility. This approach involves the valuation of the land as if vacant,
estimation of the replacement cost of the existing or proposed structure and site improvements, estimation of
accrued depreciation found in the improvements and estimation of an appropriate entrepreneurial profit as
applicable. The cost approach is typically utilized to determine value for new or proposed properties, special
use properties or where the cost of reproducing the improvements is easily and accurately quantified and
there is no economic obsolescence.

Derivative Instruments

In accordance with IFRS 9, the Partnership uses interest rate swap and interest rate cap agreements to manage its
interest rate risk, and these instruments are carried at fair value on the Condensed Consolidated Balance Sheets.
The Partnership does not enter into hedging derivative transactions for trading or other speculative purposes. The
valuation of the interest rate swaps and interest rate cap is determined using widely accepted valuation techniques,
including discounted cash flow analysis on the expected cash flows of each interest rate swap and interest rate cap.
This analysis reflects the contractual terms of the interest rate swaps and interest rate cap, including the period to
maturity, and uses observable market-based inputs, including interest rate curves and implied volatility. The fair
values of interest rate swaps and interest rate cap are determined by using the market standard methodology of
netting the discounted future fixed cash payments (or receipts) and the discounted expected variable cash receipts
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(or payments). The variable cash payments (or receipts) are based on an expectation of future interest rates (forward
curves) derived from observable market interest rate curves.

The Partnership assesses the effectiveness of qualifying cash flow hedges both at inception and on an on-going
basis. The Partnership defers the effective portion of changes in fair value of the designated cash flow hedges to
Other Comprehensive Income (Loss) and reclassifies such deferrals to interest expense as interest expense is
recognized on the hedged forecasted transactions. The Partnership recognizes the ineffective portion of the change
in fair value of interest rate derivatives directly in interest expense. Fair value changes for derivatives that are not in
qualifying hedge transactions are reported as a component of interest expense.

The Partnership determines the fair value of its derivatives taking into consideration the nonperformance risk of its
counterparties and itself. In adjusting the fair value of its derivative contracts for the effect of counterparty
nonperformance risk, the Partnership has considered the impact of its net position with a given counterparty, as well
as any applicable credit enhancements, such as collateral postings, thresholds, mutual puts and guarantees. The
Partnership minimizes its credit risk on these transactions by dealing with major, credit-worthy financial institutions
which have an A or better credit rating by the Standard & Poor’s Ratings Group. As part of its on-going control
procedures, the Partnership monitors the credit ratings of counterparties and the exposure of the Partnership to any
single entity, thus reducing credit risk concentration.

The majority of the inputs used to value the Partnership’s derivatives fall within Level 2 of the fair value hierarchy.
However, the credit valuation adjustments associated with its derivatives use Level 3 inputs, such as estimates of
current credit spreads, to evaluate the likelihood of default by itself and its counterparties. The Partnership believes
the likelihood of realizing losses from counterparty nonperformance is remote and accordingly has classified the
derivative assets and liabilities as Level 2 in the fair value hierarchy.

(i) Revenue Recognition and Straight-Line Rent
Rental Revenue

In accordance with IFRS 16, the Partnership leases office space to tenants under various non-cancelable operating
leases with remaining lease terms expiring through June 30, 2037. Revenue from rental properties is comprised of
minimum base rent, straight-line rent adjustments, lease termination fee income, and lease incentive amortization.

Rental revenue from tenants is recognized on a straight-line basis over the terms of the leases, including all fixed and
determinable rent escalations and any periods of free rent (rent abatement), regardless of when contractual rent
payments are due. Recognition of rental revenue commences when control of the leased space has been transferred
to the tenant and the leased space is or can be ready for its intended use.

In connection with a tenant’s execution, or modification, of a lease, if the Partnership makes cash payments to, or on
behalf of, the tenant for purposes other than funding the construction of landlord assets, the Partnership defers the
amount of such payments as lease incentive assets. Lease incentives assets are recorded as reductions of base rent
which are amortized on a straight-line basis over the term of the lease.

Rental revenue also includes payments received in connection with lease termination agreements. Lease termination
income is recognized during the period from execution of a lease termination agreement through the effective date of
termination. When a tenant's lease for space in a property is terminated early but the tenant continues to lease such
space under a new or modified lease in the property, the net revenue from the early termination of the lease is
recognized evenly over the remaining life of the new or modified lease in place on that property, unless the
Partnership cannot determine that collectability of the lease termination revenue is reasonably assured.
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Future cash revenues under non-cancelable leases as of June 30, 2022, are as follows:

Years Ending December 31, Amount
Remainder of 2022 71,420
2023 150,099
2024 137,801
2025 123,354
2026 113,555
Thereafter 493,875

$ 1,090,104

Recoveries from Tenants

The Partnership operates as a principal for all investment properties with the exception of 75-101 Federal. As a
principal with respect to property operating expenses subject to tenant recoveries, the Partnership is required to
report tenant recovery revenue on a gross basis. The Partnership accounts for and reports as revenue all property
operating costs reimbursable by the tenants as the costs are incurred.

Construction Management Fees

Construction management fees are earned by the Partnership for managing the construction of tenant and capital
improvements at properties owned by related parties or third parties. Construction management fees are recognized
as a single performance obligation (managing the construction of the project) comprised of a series of distinct
services. Construction management fees are based upon contractual rates as defined in the relevant leasing and
property management agreements. The Partnership believes that the overall service of construction management has
substantially the same pattern of performance over the term of the agreement, therefore construction management
fee income is recognized ratably throughout the period. Construction management fees for wholly owned properties
and the Partnership’s proportion of the management fees earned from unconsolidated entities in which the
Partnership is invested have been appropriately eliminated.

Property Management Fees

Management fees are earned by the Partnership for managing properties owned by related or third parties. The
management fees are based upon contractual rates applied to gross cash receipts from property operation. Property
management fees are recognized on a monthly basis as a single performance obligation comprised of a series of
distinct services related to property operations. The Partnership believes the overall services provided by property
management activities have the same pattern of performance over the term of the agreement. Management fees for
wholly owned properties and the Partnership’s share of the management fees earned from unconsolidated entities in
which the Partnership is invested have been eliminated in consolidation.

Parking Income

The Partnership generates revenues from the parking garages located within its operating properties through
management agreements. The Partnership operates as a principal with respect to parking activities as it retains the
ability to direct the use of and derive substantially all of the benefits from the parking facilities and, accordingly,
records parking revenue on a gross basis.

(k) Trade and Other Payables

Trade payables are expected to be settled within the next 30 days, with a year being the maximum duration for the
Partnership to settle any outstanding short term payables.
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3. Standards Issued, and Standards Issued But Not Yet Effective
Interest Rate Benchmark Reform - Amendments to IFRS 9, IAS 39 and IFRS 7

In September 2019, the IASB issued amendments to IFRS 9, IAS 39 Financial Instruments: Recognition and
Measurement and IFRS 7 Financial Instruments: Disclosures, which concludes phase one of its work to respond to
the effects of the Interbank Offered Rates (IBOR) reform on financial reporting. The amendments provide temporary
relief which enables hedge accounting to continue during the period of uncertainty before the replacement of an
existing interest rate benchmark with an alternative nearly risk-free interest rate (an RFR). The Partnership adopted
the provisions of IFRS 9 replacing IAS 39 effective January 1, 2021. This adoption did not have a material impact on
the Partnership's financial position or results from operations.

The amendments include a number of provisions that provide relief, which apply to all hedging relationships that are
directly affected by the interest rate benchmark reform. A hedging relationship is affected if the reform gives rise to
uncertainties about the timing and/or amount of benchmark-based cash flows of the hedged item or the hedging
instrument. Application of the reliefs is mandatory.

The amendments are effective for annual periods beginning on or after 1 January 2020. The adoption of these
amendments on January 1, 2020, did not have a material impact on the Partnership's financial position or results from
operations. The Partnership' is still evaluating the impact of the future IBOR reform as well as expected additional
amendments to the standards.

In August 2020, the IASB has published 'Interest Rate Benchmark Reform - Phase 2 (Amendments to IFRS 9, IAS
39, IFRS 7, IFRS 4 and IFRS 16). The Phase 2 amendments address issues that might affect financial reporting
during the reform of an interest rate benchmark, including the effects of changes to contractual cash flows or hedging
relationships arising from the replacement of an interest rate benchmark with an alternative benchmark rate
(replacement issues).The amendments are effective for annual periods beginning on or after January 1, 2021, with
earlier application permitted. The Partnership adopted these amendments on January 1, 2021. The adoption of these
amendments did not have a material impact on the Partnership's financial position or results from operations.

Classification of Liabilities as Current or Non-current - Amendments to IAS 1

In January 2020, the Board issued amendments to paragraphs 69 to 76 of IAS 1 to specify the requirements for
classifying liabilities as current or non-current. The amendments clarify aspects regarding the right to defer
settlement, existence of such rights at the reporting period and classification of liabilities.

The amendments further clarify that the classification of a liability is unaffected by the likelihood that the entity will
exercise its right to defer settlement of the liability for at least twelve months after the reporting period. Management’s
intention to settle in the short run does not impact the classification, and this applies even if settlement has occurred
when the financial statements are authorized for issuance. The amendments are effective for annual reporting period
beginning on or after 1 January 2023, and the Partnership is evaluating the impacts. The amendments must be
applied retrospectively.

COVID-19-Related Rent Concessions — Amendment to IFRS 16

In May 2020, the IASB amended IFRS 16 Leases to provide relief to lessees from applying the IFRS 16 guidance on
lease madifications to rent concessions arising as a direct consequence of the COVID-19 pandemic. The amendment
does not apply to lessors.

As a practical expedient, a lessee may elect not to assess whether a COVID-19 related rent concession from a lessor
is a lease modification. A lessee that makes this election accounts for any change in lease payments resulting from
the COVID-19 related rent concession the same way it would account for the change under IFRS 16, if the change
were not a lease modification.

The amendments are effective for annual periods beginning on or after June 1, 2020. Earlier application is permitted,
including in interim or year end financial statements not yet authorized for issue at May 28, 2020.

In March 2021, the IASB issued an additional amendment to IFRS 16 for COVID-19-related rent concessions beyond
the originally stated June 30, 2021 concession timeframe. This amendment applies a one-year extension to the
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practical expedient for COVID-19 related rent concessions under IFRS 16 Leases through June 30, 2022. IFRS 16
amendments did not have a material impact on the Partnership's financial position or results from operations.

4. Investment Properties
Income Generating Properties

The changes in the Partnership’s income generating properties are set forth in the table below:

Balance, December 31 2021 $ 2,403,873
Capital expenditures additions and other 16,295
Net loss from fair value adjustment of income generating properties (94,167)
Reclassification of The Elm from properties in development 91,376
Reclassification of Signal House from properties in development 77,878
Balance, June 30 2022 $ 2,495,255

2022 Acquisitions
There were no acquisitions completed for the three and six months ended June 30, 2022.
2021 Acquisitions

On May 12, 2021, the Partnership acquired 100% of 100 Congress Ave, a Class A office building in the Austin, Texas
central business district at a purchase price of $315.0 million. The property is a 415,217 square foot mixed use
building that is 94% leased as of June 30, 2022. The Partnership paid $189.9 million, assumed debt of $140.6 million
(original borrowing of $120.6 million, with an additional upsize of $20.0 million), and incurred capitalized transaction
costs of $1.3 million. The company subsequently sold a 49% interest in the entity. See below "2021 Dispositions" for
additional information.

2022 Dispositions
There were no dispositions completed for the three and six months ended June 30, 2022.
2021 Dispositions

On January 7, 2021, the Partnership sold 2025 Clarendon at a contractual price of $19.0 million resulting in
consideration of $18.5 million net of transaction costs of $0.5 million.

On April 23, 2021, the Partnership executed the sale of 49% ownership interest in Midtown Center at a valuation of
$980.0 million. The purchaser assumed its share of the property's debt totaling $257.3 million, leading to gross
proceeds to the Partnership of $223.0 million. The Partnership used the proceeds to pay down the credit facility. The
Partnership recognized a loss of $22.5 million upon disposition, inclusive of $16.3 million write off of remaining un-
accreted balance of the interest rate swap paid in October 2019. See note 9 - "Debt" for additional details.
Subsequent to disposition, the Partnership will account for its ownership in the joint venture using the equity method.

On September 24, 2021, the Partnership executed the sale of 49% ownership interest in 100 Congress at a valuation
of $316.7 million. The purchaser assumed its share of the property's debt totaling $68.9 million, leading to gross
proceeds to the Partnership of $86.4 million. The Partnership used the proceeds to pay down the credit facility. The
Partnership recognized a loss of $0.4 million upon disposition. Subsequent to disposition, the Partnership will account
for its ownership in the joint venture using the equity method.

Joint Arrangements
On March 12, 2020, the Partnership acquired an undivided 50% ownership interest in a two tower mixed use office

and retail complex at 75-101 Federal Street in Boston. The property is a 853,773 square foot mixed use building that
is 85% leased as of June 30, 2022.
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The Partnership's evaluation of the contractual arrangement determined that classification as a joint operation is
appropriate as the parties maintain the rights to the assets and obligations relating to the arrangement. The
Partnership jointly controls the operations associated with the asset as it shares in the rights to direct and control the
activities that most significantly impact its returns. Accordingly, the Partnership recognizes its proportionate ownership
of the assets, liabilities, revenue and expenses within its financial statements.

The fair value of the Partnership's proportionate interest in the investment property was $262.0 million as of June 30,
2022 and the carrying value of the assumed debt was $142.5 million.

Properties in Development

The changes in the Partnership’s properties in development are set forth below:

Balance, December 31, 2021 $ 169,254
Capital expenditures additions and other 3,728
Acquisition of Block 16 (land and building improvement) 2,208
Reclassification of The Elm to income generating properties (91,376)
Reclassification of Signal House to income generating properties (77,878)
Balance, June 30, 2022 $ 5,936

The Wilson and The Elm are an 800,000 square foot two-tower office and residential building. The office portion ("the
Wilson") is a 363,000 square feet office tower. Substantial completion of the base office building, garage, and
Wisconsin Avenue Site Work for The Wilson was achieved on October 7, 2020. Revenue recognition on the majority
of the office space commenced in early 2021. The office space was 100% leased and occupied as of June 30, 2022.
The Wilson was fully placed in service in October 2021 upon which capitalization of interest expense, real estate
taxes and other operating expenses ceased. The Partnership incurred $5.6 million and $9.8 million of capital
expenditures for The Wilson for the six months ended June 30, 2022 and 2021, respectively. The 2022 capital
expenditures are reflected in the income generating roll forward above.

The residential component ("the EIm") is a 441,000 square feet residential tower. Substantial completion of the
residential building for The EIm was achieved on June 2, 2021. Revenue recognition on a portion of the residential
space commenced in early 2021 as the Partnership began to complete build outs of residential units. The residential
space was 74% leased as of June 30, 2022. The Elm was fully placed in service in June 2022 upon which
capitalization of interest expense, real estate taxes and other operating expenses ceased. The Partnership incurred
$1.4 million and $18.9 million of capital expenditures for The EIm for the six months ended June 30, 2022 and 2021,
respectively. The 2022 capital expenditures are reflected in the income generating roll forward above.

The Partnership substantially completed Signal House, a 225,000 rentable square feet office building, on June 30,
2021. The Partnership incurred $1.7 million and $9.4 million of capital expenditures for the six months ended June 30,
2022 and 2021, respectively. The Partnership has signed four leases totaling 158,800 square feet bringing the project
to approximately 68% leased at June 30, 2022. Signal House was fully placed in service in June 2022 upon which
capitalization of interest expense, real estate taxes and other operating expenses ceased. Initial occupancy and
revenue recognition is expected to commence in the third quarter of 2022.

On July 2, 2018, the Partnership entered into a purchase and sale agreement to acquire a second parcel of land
located at 350 Morse Street, N.E., Washington, D.C. The purchase price of the land is $19.4 million subject to
adjustments and prorations at closing. Subsequent to the execution of the purchase and sale agreement, the
Partnership made a deposit of $1.0 million. On January 28, 2019, the Partnership amended its purchase and sale
agreement, extending PUD approval terms and increasing the purchase price to $19.7 million. As of December 31,
2021, the Partnership elected to permanently cease development activities on this site, and wrote off all costs
incurred of $2.0 million.

On February 15, 2022, the Partnership executed a ground lease for the land associated with Block 16, a 0.811 acre

site of buildable land in the Austin, Texas central business district. The company paid $2.2 million in reimbursement
of pre-development costs, and incurred capitalized transaction costs of $0.1 million.
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Consolidated, Non-Wholly Owned Properties and Capital Contributions

The Partnership is a joint venture partner in the ownership of 2311 Wilson, an approximately 178,000 square foot
office building completed in February 2018 and placed it into service during the first quarter of 2019. As of June 30,
2022, the building was 98% leased. For the six months ended June 30, 2022 and 2021, there were no capital
contributions to 2311 Wilson or distributions to JV Entity (Otter Wilson Boulevard LLC).

A summary of the financial information for the consolidated, non-wholly owned properties, is as follows:

For the six months

As of June 30, 2022

ended June 30, 2022

Non- Non- Net
Percent Current  Current Current Current Income
Property Owned Assets Assets Liabilities Liabilities Equity Revenues (Loss)
2311 Wilson 60.00 % 5,995 123,150 830 80,534 47,781 4,579 107
$ 599 §$123,150 $ 830 $ 80534 $ 47,781 $ 4579 $ 107
Less interest held by non-controlling interests (19,112) (43)
Equity attributable to Partnership $ 28,669 $ 64
As of December 31, 2021 A
Non- Non- Net
Percent Current  Current Current Current Income
Property Owned Assets Assets Liabilities Liabilities Equity Revenues (Loss)
2025 Clarendon 85.70% $ — 5 — 3 — 3 — $ — $ — (34)
2311 Wilson 60.00 % 3,528 120,310 812 80,506 42,519 4,323 3,857
$ 3,528 $120,310 $ 812 $ 80506 $ 42519 $ 4,323 $ 3,823
Less interest held by non-controlling interests (17,006) (1,623)
Equity attributable to Partnership $ 25,513 $ 2,200
5. Investments in Associates
The changes in the Partnership’s investments in associates are set forth below:
Balance, December 31 2021 $ 705,632
Contributions 86
Distributions (6,691)
Share of unrealized gain on valuation of underlying properties 33,946
Share of net income (excluding unrealized gain on valuation) 10,929
Balance, June 30 2022 $ 743,902

Midtown Center

On April 23, 2021, the Partnership sold a 49% interest in Midtown Center to IGIS Midtown LLC. Midtown Center is an
868,000 square foot two-tower office property with lower level retail space developed and substantially completed in
2018 that is 100% leased. The Partnership will account for its remaining 51% investment in the joint venture using the
equity method. See note 4 - "Investment Properties" for additional details.

100 Congress

On May 12, 2021, the Partnership acquired 100% of 100 Congress Ave, a Class A office building in the Austin, Texas
central business district at a purchase price of $315.0 million. The property is a 414,251 square foot mixed use
building that is 94% leased as of June 30, 2022. The Partnership paid $189.9 million, assumed debt of $140.6 million
(original borrowing of $120.6 million, with an additional upsize of $20.0 million), and incurred and capitalized
transaction costs of $1.3 million.
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On September 23, 2021, the Partnership sold a 49% interest in 100 Congress Ave to PPF OFF Congress Member,
LLC. The Partnership will account for its remaining 51% investment in the joint venture using the equity method. See
note 4 - "Investment Properties" for additional details.

One Congress

On September 24, 2018, the Partnership entered into a 50-50 joint venture with National Real Estate Advisors, LLC in
the One Congress office development project in downtown Boston, Massachusetts (One Congress). One Congress is
planned as a 43-story, one-million square foot office tower. Construction of the base building is expected to be
complete in early 2023.

In January 2019, the joint venture executed a 15-year lease with State Street Corporation for approximately 510,000
square feet to serve as its new headquarters. Occupancy is anticipated to commence in 2023 upon termination of
State Street Corporation's existing lease. The property was 100% leased as of June 30, 2022. See note 18 - "Credit
and Other Risks" for additional details regarding construction impacts.

On July 23, 2019, the Partnership contributed an additional $24.8 million in capital to the joint venture to maintain a
50-50 ownership interest as a result of the contribution of the developable land by the joint venture partner on this
date. The Partnership concurrently contributed $58.5 million to acquire an additional 25% ownership interest in the
joint venture resulting in 75% ownership subsequent to this transaction.

The Partnership jointly shares in the rights to direct and control the activities that most significantly impact the joint
venture’s returns and therefore does not maintain control over it. Accordingly, the Partnership accounts for its
investment in the joint venture using the equity method. For the six months ended June 30, 2022 and 2021, the
Partnership contributed $0.0 million and $24.6 million to the venture, respectively. The Partnership has contributed a
total of $270.7 million to the venture as of June 30, 2022.

In June and July 2022,, two separate fires occurred at the One Congress project. At this time, the Partnership cannot
reasonably estimate or quantify with certainty the extent and amount of damage without further information; however,
the Partnership believes it is virtually certain that any damages will be recovered through insurance proceeds and
anticipates delivery of the project on time.

Construction Loan

On December 10, 2019, the joint venture entered into a $570.0 million facility on the One Congress project. The loan
is interest only and will bear an interest rate of LIBOR plus 2.00% which can be reduced over time as certain
milestones are met. The loan has a 5-year term, and matures in 2024 and can be extended one year by the joint
venture subject to terms and conditions. Transaction costs and related fees were $5.8 million. As of June 30, 2022,
the Partnership incurred $91.9 million of borrowing under this facility.

The facility stipulates the joint venture must contribute up-front equity not less than $341.3 million prior to incurring
any borrowings under the loan.

Financial information related to the Partnership’s investments in associates is as follows:

As of June 30, 2022 For thﬁusri‘: r:;l(;),ratgzszended
Non- Non-
Percent  Current Current Current Current Net Income
Property Owned Assets Assets Liabilities Liabilities Equity Revenues (Loss)

Midtown Center 51.00 % $ 10,770 $ 946,464 $ 11,750 $ 532,630 $ 412,854 $ 37,594 § (628)
100 Congress 51.00 % 11,441 346,922 8,311 140,619 209,433 15,164 9,422
One Congress 75.00 % 11,533 947,003 47,796 339,978 570,762 — 53,865
$ 33,744 $ 2,240,389 $ 67,857 $1,013,227 $1,193,049 $ 52,758 $ 62,659
Less: interest held by third-parties (449,147) (17,784)
Amounts per financial statements $ 743,902 $ 44,875
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For the six months ended

As of December 31, 2021 June 30, 2021
Non- Non-
Percent  Current Current Current Current Net Income
Property Owned Assets Assets Liabilities Liabilities Equity Revenues (Loss)

Midtown Center 51.00% $ 8,640 $ 962,402 $ 11,768 $ 532,771 $ 426,503 $ 13,855 $ 3,699
100 Congress 51.00 % 8,312 342,731 10,213 140,820 200,010 — —
One Congress 75.00 % 374 748,935 33,958 198,446 516,905 — 11,331
$17,326 $2,054,068 $ 55939 $ 872,037 $1,143418 § 13,855 $ 15,030
Less: interest held by third-parties (437,786) (4,744)
Amounts per financial statements $ 705,632 $ 10,286

6. Assets Held for Sale

There were no assets classified as Held for Sale for the three and six months ended June 30, 2022 and 2021,
respectively.

7. Leases

The Partnership has material ground leases under its Columbia Center and 1701 Duke Street properties. In addition,
the Partnership leases air rights at its 2001 Penn property. The Partnership also enters into various equipment and
copier leases in a normal course of operations.

The Partnership recognizes a Right-of-Use Asset ("ROUA") and a lease liability at the lease commencement date.
The ROUA is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of costs
to dismantle and remove the underlying asset or to restore the underlying asset or the site on which it is located, less
any lease incentives received.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Partnership’s incremental borrowing rate.

The Condensed Consolidated Balance Sheets reflect the following amounts relating to ROUA within "Investment
properties, at fair value" and "Prepaid expense and other assets:"

June 30, 2022 December 31, 2021

Non-current assets

Income generating properties, net of ROUA $ 2,344,855 $ 2,257,773
ROUA, at fair value 150,400 146,100
Income generating properties 2,495,255 2,403,873
Properties in development, net of ROUA 5,252 169,254
ROUA, at amortized cost 684 —
Total investment properties, at fair value 2,501,191 2,573,127
Current assets - CPH

Prepaid expense and other assets 11,571 13,022
ROUA, net of accumulated depreciation and non-current portion 972 1,102
Prepaid expense and other assets $ 12,543 $ 14,124
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A summary of the Partnership's lease assets is as follows:

Ground Lease  Ground

cost at fair value
Balance as of December 31, 2021 $— $146,100 $1,102 $147,202
Fair value adjustment, valuation — 4,300 — 4,300
ROUA Additions, net 1,063 — 3 1,066
Accumulated Depreciation (379) — (133) (512)
Balance as of June 30, 2022 $684 $150,400 $972 $152,056

The air and ground leases have remaining terms ranging between 66-99 years. The Partnership also enters into
various equipment and copier leases with terms ranging between one to five years.

A summary of the Partnership's lease liabilities is as follows:

Discount Carrying Value

Property Rate Maturity June 30, 2022 December 31, 2021
Columbia Center 4.93% 2120 131,669 130,530
1701 Duke Street? 5.20% 2107 7,795 7,729
2001 Penn 4.94% 2087 4,385 4,372
Block 16%) 5.54% 2127 717 —
Other equipment leases Various Various 900 1,063
Total lease liabilities 145,466 143,694
Less current portion 335 524
Lease liabilities, net of current portion $ 145131 $ 143,170

(1) The Partnership executed a modified ground lease with a new land owner for 99 years on December 1, 2021. See below
"2021 Revaluations" for additional information.

(2) The 1701 Duke Street Ground Lease was revalued on April 1, 2021. See below "2021 Revaluations" for additional
information.

(3) The Company executed a ground lease on February 15, 2022 for the ground under Block 16 in Austin Texas. The
Company has the right to terminate the lease until April 1, 2024. See above "2022 Acquisitions" for additional information.

2021 Revaluations

On April 1, 2021 the ground lease under the land at 1701 Duke was revalued based on appraised value as well as the
10 year treasury rate at that time. The ROUA and lease liability each increased by $3.0 million. The Partnership did
not incur any transaction costs as a result of the modification, and the reset did not have a material impact on the
Partnership's financial statements.

The ground under Columbia Center was sold from a related party to an unrelated party on December 1, 2021.
Simultaneously, the Partnership executed a modified ground lease with the new land owner for 99 years. The ROUA
and lease liability increased by $13.7 million and $11.1 million, respectively, inclusive of initial direct costs of $2.6
million for the modification.

Contractual maturities differ from the lease liabilities detailed below and presented in the accompanying Condensed
Consolidated Balance Sheets as the maturities shown include interest payments on lease liabilities.

Future Lease Maturities June 30, 2022

Maturity analysis - contractual undiscounted cash flows

Less than one year $ 4,815
One to five years 19,293
More than five years 1,258,271
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Total undiscounted lease liabilities as of June 30, 2022 $ 1,282,379

Lease liabilities June 30, 2022
Current lease liabilities $ 335
Non-current lease liabilities 145,131

Total lease liabilities $ 145,466

Lease expense costs were as follows:

Lease Expense Six Months Ended June
2022 2021
Amounts recognized in profit or loss
Interest expense on lease liabilities $ 2,221 2,522
Equipment lease depreciation 133 143
Total lease expense $ 2,354 $ 2,665

Interest expense recognized on leases totaled $2.2 million and $2.5 million for the six months ended June 30, 2022
and 2021, respectively.

Cash Flows Six Months Ended June
30,
2022 2021

Amounts recognized in the statements of cash flows

Principal portion of lease payments $ 509 $ 246

Interest expense on lease liabilities 2,221 2,522
Total cash outflows related to leases $ 2,730 $ 2,768
8. Goodwill

The carrying value of goodwill was $9.3 million as of June 30, 2022 and December 31, 2021. There were no
indicators of impairment noted during either comparative period. No impairment losses were recognized in the three
and six months ended June 30, 2022 and 2021, respectively.

9. Debt

The Partnership’s debt obligations consist of the following:
Principal Balance as of

Borrower/Facility Contractual Rate Maturity June 30, 2022 December 31, 2021

Credit facility (:

Revolver LIBOR +1.25% to 2.00% 711125 $ 301,500 7 ¢ 273,500 @

Term Loan LIBOR +1.20% to 1.90% 7/1/26 300,000 89 300,000 @
75-101 Federal LIBOR +1.50% 3/12/25 143,094 ©© 143,094 ©9
1700 New York Avenue LIBOR +1.50% 4/25/24 62,970 @9 63,540 @9
2001 Pennsylvania 4.10% 8/1/24 65,000 @ 65,000 @
Clarendon Square 4.66% 1/5/27 30,837 @3 31,668 23
1615 L Street 4.61% 9/1/23 134,250 @ 134,250 @
2311 Wilson LIBOR +1.35% 3/27/27 75,000 9 75,000 9
Total Debt 1,112,651 1,086,052
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Principal Balance as of

Borrower/Facility Contractual Rate Maturity June 30, 2022 December 31, 2021
Less unamortized deferred financing fees 5,862 6,623
Total Debt, net of unamortized deferred financing fees 1,106,789 1,079,429
Less current portion, net of unamortized deferred financing fees ) 2,614 2,578
Debt obligations, net of current portion $ 1,104,175 $ 1,076,851

(1) Interest under the credit facility is charged at the London Interbank Offer Rate ("LIBOR"), plus an additional premium,
depending on the defined ratio of the Partnership’s total indebtedness to total asset value. In addition, effective August 21,
2020, there is a LIBOR floor of 0.25%. As of June 30, 2022, the premium was 1.60% for the Revolver and 1.50% for the
Term loan. As of December 31, 2021, the premium was 1.45% for the Revolver and 1.40% for the Term loan. As of
June 30, 2022, and December 31, 2021, the one-month LIBOR was 1.80% and 0.10%, respectively.

(2) The fair value of the collateral pledged to these notes was $588.7 million and $620.8 million as of June 30, 2022, and
December 31, 2021, respectively.

(3) The carrying value of the Clarendon Square note payable as of June 30, 2022, and December 31, 2021, included a
premium of $0.6 million, and $0.7 million, respectively.

(4) The current portion of unamortized deferred financing fees was $0.1 million and $0.1 million, as of June 30, 2022, and
December 31, 2021, respectively.

(56) 1700 New York Avenue, 75-101 Federal, and 2311 Wilson loans are hedged against an anticipated rise in interest rates
through interest swaps. See Note 11 - "Fair Value Measurements" for additional information.

(6) Represents the Partnership's proportionate share of the $286.2 million note encumbering 75-101 Federal.

(7) On July 1, 2021, the Partnership amended its credit facility extending the maturity through July 1, 2025 for the Revolver,
and July 1, 2026 for the Term Loans. As part of this amendment, Term Loan A was expanded to $300 million, Term Loan B
and Term Loan C were extinguished, and the maximum capacity of the revolver was expanded from $450 million to $500
million.

(8) On May 3, 2022, the Partnership entered into an interest rate cap with a notional value of $400.0 million. See Note 11 -
"Fair Value Measurements" for additional information.

(9) On May 3, 2022, Carr purchased a three-year 2.50% SOFR cap for $11.5 million to hedge the risk of rising interest rates
on $400M of its corporate credit facility. See Note 11 - "Fair Value Measurements" for additional information.

All borrowings other than those made under the credit facility are collateralized by the land and buildings of the
underlying properties.

In connection with the Midtown Center financing, the Partnership settled the five forward-starting interest rate swaps
with a combined notional value of $400.0 million for $39.4 million in October 2019. This amount was being accreted
as non-cash interest expense over the 10 year term of the Midtown Center permanent loan and is included in Other
Comprehensive Income (Loss). As part of the sale of 49% of Midtown Center, the Partnership wrote off the remaining
balance of $33.2 million, of which $16.4 million was deferred, for a recognized loss of $16.8 million. See Note 4 -
"Investment Properties" for additional information.

On September 3, 2021 the Partnership paid down The Wilson and the EIm construction loan, totaling $251.9 million,
utilizing funds from the drawn on the Revolver. The Partnership wrote-off $3.1 million in unamortized deferred
financing costs.

Credit Facility

On March 5, 2021, the Financial Conduct Authority (“FCA”) announced that USD LIBOR will no longer be published
after June 30, 2023. This announcement has several implications, including setting the spread that may be used to
automatically convert contracts from LIBOR to the Secured Overnight Financing Rate (“SOFR”). Additionally, banking
regulators are encouraging banks to discontinue new LIBOR debt issuances by December 31, 2021.

The Partnership anticipates that LIBOR will continue to be available at least until June 30, 2023. Any changes
adopted by the FCA or other governing bodies in the method used for determining LIBOR may result in a sudden or
prolonged increase or decrease in reported LIBOR. If that were to occur, our interest payments could change. In
addition, uncertainty about the extent and manner of future changes may result in interest rates and/or payments that
are higher or lower than if LIBOR were to remain available in its current form.

The Partnership and our unconsolidated joint ventures have contracts that are indexed to LIBOR and we are
monitoring and evaluating the related risks. These risks arise in connection with transitioning contracts to an
alternative rate, including any resulting value transfer that may occur, and are likely to vary by contract. The value of
loans, securities, or derivative instruments tied to LIBOR, as well as interest rates on our unconsolidated joint
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ventures current or future indebtedness, may also be impacted if LIBOR is limited or discontinued. For some
instruments the method of transitioning to an alternative reference rate may be challenging, especially if we cannot
agree with the respective counterparty about how to make the transition.

While we expect LIBOR to be available in substantially its current form until at least the end of June 30, 2023, it is
possible that LIBOR will become unavailable prior to that point. This could result, for example, if sufficient banks
decline to make submissions to the LIBOR administrator. In that case, the risks associated with the transition to an
alternative reference rate will be accelerated and magnified.

The Partnership entered into an amended and restated credit facility agreement with a group of lenders ("Amended
Credit Facility") to the Credit Facility Agreement on July 1, 2021, extending the maturity through July 1, 2025 for the
Revolver, and July 1, 2026 for the Term Loans. The extension amended various covenants, as well as removed the
LIBOR rate floor of 0.25%. The Partnership incurred transaction costs of $6.2 million associated with the agreement
which were deducted from the carrying amount of the debt. The Partnership wrote off $0.3 million in unamortized
deferred financing costs.

On August 21, 2020, the Partnership entered into an amended and restated credit facility agreement with a group of
lenders ("Amended Credit Facility") to the Credit Facility Agreement, in order to modify various covenants associated
with the credit facility. In addition, the Amended Credit Facility established a LIBOR rate floor of 0.25%. The
Partnership incurred transaction costs of $1.1 million associated with the agreement which were deducted from the
carrying amount of the debt.

In addition, the credit agreement governing the Amended Credit Facility contains certain covenants which, among
other things, require the Partnership to meet various financial covenants, including maximum leverage levels,
minimum coverage levels and minimum tangible net worth, all as defined in the Amended Credit Facility. The
Partnership was in compliance with all of its debt covenants as of June 30, 2022 and December 31, 2021,
respectively.

On April 4, 2018, the Partnership issued $30.0 million in letters of credit to the Maryland Transit Authority in
conjunction with the Wilson project. Any issued letter of credit reduces the available balance on the Partnership’s
revolving line of credit. No draws on the letter of credit have occurred as of June 1, 2019, when $27.0 million of the
letters of credit expired in accordance with the underlying agreements. On June 5, 2019, the Partnership issued $0.3
million in letters of credit to the District of Columbia Water and Sewer Authority in conjunction with Signal House. The
letters of credit expired in April 30, 2021 in accordance with the terms and conditions.

As of June 30, 2022, the Partnership had capacity to borrow an additional $198.5 million under the Credit Facility.
Subsequent to June 30, 2022, the Partnership has not borrowed from the revolver through August 16, 2022.

Construction Loan - The Wilson and the EIm

On August 15, 2018, the Partnership entered into a $300.0 million construction loan facility on the Wilson project. The
loan bears an interest rate of LIBOR plus 3.00%, has a five-year term and matures in 2023 but can be extended by
one year by the Partnership subject to terms and conditions. Transaction costs and related fees were $7.8 million.
The facility was paid off and closed on September 3, 2021.

On August 21, 2020, the Partnership entered into a modification of the guarantor agreement associated with the
construction loan at The Wilson and The EIm, with a group of lenders, in order to modify various covenants
associated with the guaranty agreement to maintain conformity with the Credit Facility Amendment. The Partnership
incurred transaction costs of $0.2 million associated with the agreement which were deducted from the carrying
amount of the debt.

On September 3, 2021 the Partnership fully repaid The Wilson and the Elm construction loan, totaling $251.9 million,

utilizing funds from a draw on the Revolver. The Company wrote-off $3.1 million in unamortized deferred financing
costs as a result of extinguishing this debt.
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Interest Expense

Interest expense is comprised of the following for the respective periods and inclusive of deferred financing fees and
hedging impacts:

Three Months Ended June 30, Six Months Ended June 30,
Description 2022 2021 2022 2021

Credit facility $ 3735 $ 1,856 $ 6,324 $ 3,933
Notes payable 4,396 8,092 8,662 19,092
Distributions to redeemable non-controlling interests 849 51 1,975 96
Lease liabilities 1,751 1,273 3,439 2,522
Amortization of deferred financing fees 450 1,033 899 2,062
Gross interest expense $ 11,181 $ 12,305 $ 21,299 §$ 27,705
Capitalized interest expense

Capitalized deferred financing fees $ (38) $ (313) $ (78) $ (909)
Capitalized interest (356) (1,339) (619) (3,719)
Total capitalized interest expense (394) (1,652) (697) (4,628)
Net interest expense $ 10,787 $ 10,653 $ 20,602 $ 23,077

Future Maturities of Debt

For periods subsequent to June 30, 2022, scheduled annual maturities of debt outstanding as of June 30, 2022 are
as follows:

Years Ending December 31, Amount
Remainder of 2022 $ 1,351
2023 137,008
2024 127,955
2025 446,369
2026 301,860
Thereafter 97,495

S 1,112,038

(1) Principal amounts on debt outstanding exclude the premium on the Clarendon Square notes payable of $0.6 million.

Net Debt reconciliation

This section shows an analysis of net debt and the movements in net debt for the six months ended June 30, 2022:

Cash and cash

Borrowings Leases Subtotal equivalents Total

Net Debt, December 31 2021 $ (1,079,429) $ (143,694) $ (1,223,123) $ 28,373 $  (1,194,750)
Cash flows (26,528) 510 (26,018) 2,783 (23,235)
New leases — (346) (346) — (346)
Valuation of Block 16 right-of-use

assets — (717) (717) — (717)
Other changes (832) (1,219) (2,051) — (2,051)
Net Debt, June 30 2022 $ (1,106,789) $ (145,466) $  (1,252,255) $ 31,156 $  (1,221,099)
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10. Financial Instruments

The Partnership’s cash, cash equivalents, and restricted cash are subject to market risk due to changes in interest
rates that may result in reduced income if interest rates decline. Credit facility and floating rate notes payable are
subject to interest rate risk that may result in higher interest expense and adversely impact fair values.

The fair values of financial instruments not carried at fair value but for which the fair value is disclosed as of June 30,
2022, in the accompanying condensed consolidated financial statements are set forth in the table below:

Carrying Fair Value
Value Fair Value Level

Assets

Cash and cash equivalents $ 31,156 $ 31,156 Level 1

Restricted cash" 5,427 5,427 Level 1

Trade receivables, net 6,057 6,057 Level 3
Liabilities, including current portion

Credit facility® $ 601,500 $ 599,109 Level 3

Notes payable® 510,539 497,108 Level 3

Redeemable non-controlling interests® 91,673 91,673 Level 3

(1) Restricted cash is primarily comprised of mortgage escrows required by financial institutions for taxes, insurance, and
repairs and maintenance of $5.2 million, and $0.2 million of cash held in bank lockbox pending disbursement.

(2) Excludes deferred financing fees and debt premium.

(3) Carrying value of redeemable non-controlling interests approximates fair value given the short-term nature of the
redemption features.

The fair values of financial instruments not carried at fair value but for which the fair value is disclosed as of
December 31, 2021, in the accompanying condensed consolidated financial statements are set forth in the table
below:

Carrying Fair Value
Value Fair Value Level

Assets

Cash and cash equivalents $ 28,373 $ 28,373 Level 1

Restricted cash") 5,310 5,310 Level 1

Trade receivables, net 6,133 6,133 Level 3
Liabilities, including current portion

Credit facility®® $ 573500 $ 573482 Level 3

Notes payable® 511,871 508,051 Level 3

Redeemable non-controlling interests® 154,681 154,681 Level 3

(1) Restricted cash is primarily comprised of mortgage escrows required by financial institutions for taxes, insurance, and
repairs and maintenance of $4.9 million, and $0.4 million of tenant improvements.

(2) Excludes deferred financing fees and debt premium.

(38) Carrying value of redeemable non-controlling interests approximates fair value given the short-term nature of the
redemption features.

The fair value of indebtedness has been determined by giving consideration to one or more of the following criteria,
as appropriate: (i) interest rates and/or interest rate spreads for loans of comparable quality and remaining maturity,
(i) the value of the underlying collateral, (iii) the credit risk of the borrower based on key elements of the investment
properties’ valuation, (iv) market-based loan-to-value, and (v) key terms such as assumability, recourse provisions
and guarantees. Following the date of inception, the notes payable have been recorded at amortized costs with the
discounts and premiums amortized to interest expense using the effective interest method.

Due to their short-term maturities, the carrying values of financial instruments including cash and equivalents,
restricted cash and trade receivables approximate their fair values.
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11. Fair Value Measurements

The following table summarizes the Partnership's interest rate swap and interest rate cap agreements as of June 30,
2022:

Cash Flow Hedges

Interest Rate

Interest Rate Cap? Swaps!
Notional balance $ 400,000 $ 277,970
Weighted average interest rate " 25% 1.37 %
Earliest maturity date July 1, 2025 April 1, 2024
Latest maturity date July 1, 2025 March 27, 2027

(1) Represents the weighted average interest rate that was fixed on the hedged debt.
(2) This cap is fixed using SOFR. This cap is not effective until July 1, 2022.
(3) These swaps are fixed using LIBOR.

The following table summarizes the Partnership's interest rate swap agreements as of December 31, 2021:

Cash Flow Hedges

Interest Rate Swaps

Notional balance!" $ 278,540

Weighted average interest rate ? 1.38 %
Earliest maturity date April 1, 2024
Latest maturity date March 27, 2027

(1) Two interest rate swaps with a notional value of $25.0 million that matured on February 5, 2021.
(2) Represents the weighted average interest rate at which LIBOR was fixed on the hedged debt.

On May 3, 2022, the Partnership entered into an interest rate cap with a notional value of $400.0 million in an effort to
limit its exposure to increases in future interest rates on its credit facility. The hedged instrument will cap any
increases in interest rate exposure above SOFR of 2.5%. The cap is effective from the period July 1, 2022, through
July 1, 2025.

The interest rate caps and swaps are being accounted for as cash flow hedges as these transactions were executed
to hedge the Partnership’s anticipated interest payments, and these hedges are deemed to be highly effective. As
such, changes in the fair value of these derivative instruments are recorded as unrealized gains (losses) on cash flow
hedges included within “Equity Reserve for Cash Flow Hedges” on the Condensed Consolidated Balance Sheets and
Statements of Changes in Equity.

The changes in fair value of effective hedges recorded within "Other Comprehensive Income (Loss)" were $1.9 million
and $11.7 million for the three and six months ended June 30, 2022, respectively, and $(0.4) million and $4.2 million
for the three and six months ended June 30, 2021, respectively. There was no material hedge ineffectiveness
recognized during the six months ended June 30, 2022 and 2021. During the three and six months ended June 30,
2022, the Partnership reclassified $(0.1) million and $(0.8) million, respectively, and ($0.8) million for both the three
and six months ended June 30, 2021 of (losses) gains on cash flow hedges from “Equity reserve for cash flow
hedges" to “Interest expense.”

As of June 30, 2022, the Partnership anticipates the reclassification of $4.3 million of hedging gains from "Equity
reserve for cash flow hedges" into earnings within the next 12 months to offset the variability of cash flows of the
hedged items during this period.

As of June 30, 2022, the Partnership assessed the impact of the credit valuation adjustments on the overall valuation

of its derivative portfolio and determined it is not significant. As a result, the Partnership classified its hedging
instruments within Level 2 of the fair value hierarchy.
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The following assets and liabilities, measured at fair value as of June 30, 2022, are classified as follows:

Description Level 1 Level 2 Level 3

Assets:

Investments in income generating properties $ — 3 — 3 2,495,255

Investments in properties in development — — 5,936

Derivative assets — 24,267 —
Total Assets $ — 24,267 $ 2,501,191

Liabilities:

Derivative liabilities, net of current portion — — —
Total Liabilities $ — 3 — 3 —

The following assets and liabilities, measured at fair value as of December 31, 2021, are classified as follows:

Description Level 1 Level 2 Level 3

Assets:

Investments in income generating properties $ — 3 — 3 2,403,873

Investments in properties in development — — 169,254

Derivative assets — 3,601 —
Total Assets $ — 3,601 $ 2,573,127

Liabilities:

Derivative liabilities, net of current portion — 2,550 —
Total Liabilities $ — 3 2550 $ —

A summary of the changes in the Partnership's assets measured at fair value using significant unobservable inputs
(Level 3) are set forth in Note 4 - "Investment Properties"

The Partnership engages a third-party appraiser each reporting period. As part of the valuation process, the
Partnership regularly evaluates factors that may adversely impact the fair value assessments. In consideration of the
COVID-19 impacts and the significant disruption to our business and economy (as further disclosed in Note 18 -
"Credit and Other Risks") we considered the potentially broad effects on the fair value measurement of our properties
at June 30, 2022. While there remains substantial uncertainty regarding the extent or duration of impacts on fair
value, our valuation determinations reflect changes in various underlying assumptions including increased lease-up
timeframes, reductions in parking revenue, increased tenant concessions and increased credit loss assumptions. The
impacts on investment criteria and market driven inputs, including capitalization rates and discount rates remains
uncertain. We have made material changes to both capitalization as discount rates as of June 30, 2022.

The following table sets forth quantitative information about the Level 3 fair value measurements as of June 30, 2022:

Unobservable Range
Description Fair Value Valuation Technique Inputs (Weighted Avg)
Discounted cash flow - Income Discount Rate 6.00% - 7.25%
capitalization (6.45%)
Investments in income generating properties $2,495,255 Market transaction
Net present value - Lease Exit Capitalization 4.50% - 6.00%
liabilities Rate (5.44%)
Discount Rate 6.25% - 6.25%
Discounted cash flow - Income (6.25%)
Investments in properties in development 5,936 capitalization
Exit Capitalization 4.75% - 4.75%
Rate (4.75%)
Total $2,501,191
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The following table sets forth quantitative information about the Level 3 fair value measurements as of December 31,
2021:

Unobservable Range
Description Fair Value Valuation Technique Inputs (Weighted Avg)

Discounted cash flow - Income Discount Rate 5.75% - 7.25%

capitalization (6.29%)

Investments in income generating properties $2,403,873 Market transaction

Net present value - Lease Exit Capitalization 4.75% - 6.00%

liabilities Rate (5.56%)
Discount Rate 6.00% - 7.00%

(6.40%)

169,254 Discounted cash flow - Income

Investments in properties in development capitalization

Exit Capitalization 4.75% - 6.00%
Rate (4.82%)

Total $2,573,127

12. Non-Property General and Administrative Expenses

The Partnership incurs personnel and compensation costs, professional fees, information technology costs and other
corporate related costs that are collectively classified as non-property general and administrative expenses.

The following summarizes the various expenses comprising this activity for the respective periods:

Three Months Ended June 30, Six Months Ended June 30,
Description 2022 2021 2022 2021
Personnel and compensation $ 2,554 $ 4203 $ 6,939 $ 8,086
Professional fees 820 755 1,950 1,777
Information technology 303 205 633 386
Other corporate 740 559 1,348 957
Total non-property general and administrative $ 4,417 $ 5,722 $ 10,870 $ 11,206

13. Other Property Operating Expenses

The Partnership incurred other property operating expenses of $4.3 million and $8.6 million for the three and six
months ended June 30, 2022, respectively, and $4.2 million and $8.7 million for the three and six months ended
June 30, 2021, respectively. Other expenses are comprised of parking management fees associated with third-party
agreements, tenant specific charges and office expense costs for which the Partnership is substantially reimbursed
through recovery income, amortization of deferred leasing commissions, and other non-recoverable charges including
marketing and allocable overhead costs.

14. Related Party Transactions

The Partnership manages properties owned by associates and other unconsolidated related parties for which it
receives fees for asset management, property management, construction management and development. All fees
charged to wholly owned properties are fully eliminated in consolidation. The Partnership's portion of the fees earned
from Investment in associates is appropriately eliminated during the consolidation process. Property management
fees totaled $1.1 million and $2.3 million for the three and six months ended June 30, 2022, respectively, and
$0.9 million and $1.6 million for the three and six months ended June 30, 2021, respectively. Construction
management fees totaled $0.1 million for both the three and six months ended June 30, 2022, respectively, and $0.1
million for both the three and six months ended June 30, 2021, respectively. Property management and construction
fees are recorded in "Property management fees and other" on the Condensed Consolidated Statements of
Operations and Comprehensive Income (Loss).

Outstanding related party receivables pertaining to these fees were $1.3 million for both June 30, 2022 and

December 31, 2021, respectively. The Partnership leases the ground under 1701 Duke property from related parties.
See Note 7 - "Leases" for additional information.
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15. Commitments and Contingencies

There are no asserted or unasserted legal claims, other than ordinary routine litigation incidental to its business, to
which the Partnership is a party or to which any of the properties is subject to, that the Partnership believes will have
a material adverse effect on financial condition, results of operations or cash flows.

Performance Bonds

In the ordinary course of business, the Partnership is required to post performance bonds to secure its performance
under its development projects. These bonds provide a guarantee to the counterparty that the Partnership will
perform under the terms of a contract. To date, the Partnership has not been required to make any reimbursements to
its sureties for bond-related costs. Management believes that it is highly unlikely it will have to fund significant claims
under the surety arrangements in the foreseeable future. As of June 30, 2022, the Partnership had $1.9 million in
performance bonds outstanding with commitment terms expiring through June 24, 2023.

Repayment Guarantees

The Partnership and its subsidiaries have guaranteed certain construction work to be performed at the Partnership’s
investment properties, payment of construction loans related to property development, ground lease payments and
repayment of mortgage liabilities. Because the Partnership controls the investment properties and the related
construction spending and construction loan borrowings, no liabilities have been recorded relating to these
guarantees. As of June 30, 2022 and 2021, the Partnership was in compliance with all guarantees and guarantee
covenants.

On July 2, 2018, the Partnership entered into a purchase and sale agreement to acquire a second parcel of land
("C2") located at 350 Morse Street, N.E., Washington, D.C. The purchase price of the land is $19.4 million subject to
adjustments and prorations at closing. Subsequent to the execution of the purchase and sale agreement, the
Partnership made a deposit of $1.0 million. On January 28, 2019, the Partnership amended its purchase and sale
agreement, extending PUD approval terms and increasing the purchase price to $19.7 million. As of December 31,
2021, the Partnership elected to permanently cease development activities on this site, and wrote off all costs
incurred of $2.0 million.

A consolidated subsidiary of the Partnership, Carr Properties OC LLC, has guaranteed portions of the One Congress
borrowings whereas in an event of default, the respective lenders have recourse to the collateral pledged to secure
the borrowings. This recourse is limited to the general credit of the guarantor entity to the extent of this guarantee of
11.25% of principal balance or $64.1 million.

Employee Benefits

In June 2018, the Partnership adopted the 2018 Equity Incentive Plan (“the Plan”). The Plan provides for the issuance
of LTIP Units which may be in the form of Service Units, Performance Units or both. The determination of units
awarded to each grantee is based on the Partnership’s respective Net Asset Value ("NAV") at the time of issuance.
Through December 31, 2020, the Partnership granted 26.4 million LTIP units. In April 2021, the Partnership granted
an additional 5.7 million units. In March 2022, the Partnership granted an additional 9.0 million units.
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No. of units Outstanding

granted (in Units (in
Award Class millions) Grant Date Vest Date 1 Vest Date 2 (1) millions) (2)
2018 service units 1.5 Dec 2017 Mar 2021 Mar 2022 —
2018 performance units 1.5 Dec 2017 Mar 2021 Mar 2022 (3) —
2019 service units 1.5 Dec 2018 Mar 2022 Mar 2023 0.7
2019 performance units 3.1 Dec 2018 Mar 2022 (3) Mar 2023 1.4
2020 special service units 9.1 Dec 2019 Dec 2023 Dec 2024, Dec 2025 9.1
2020 service units 1.8 Dec 2019 Jun 2020 Sep 2020 1.8
2020 performance units 2.4 Dec 2019 Mar 2023 — 3.6
2021 service units 1.9 Apr 2021 Mar 2024 — 1.9
2021 performance units 3.8 Apr 2021 Mar 2024 — 4.1
2022 special service units 1.8 Mar 2022 Mar 2025 — 1.8
2022 service units 4.5 Mar 2022 Mar 2025 — 2.7
2022 performance units 2.7 Mar 2022 Mar 2025 — 2.7
Total outstanding units 29.8

(1) Awards granted after 2020 service units are issued with one vesting date.

(2) Vesting is based on continued employment services through the vesting dates. Compensation expense will be recognized
over the respective vesting periods.

(3) These units did not meet performance threshold and expired without vesting.

Vesting of all performance units is dependent upon the Partnership achieving certain return thresholds based on NAV
over a three-year performance period. Below a 6.0% cumulative per annum return, no performance units will be
earned. Between a 6.0% and 9.0% cumulative per annum return, the earning begins at 75% and grows to 125% at
the high end of the performance units that may be earned based on linear interpolation within that range.

A summary of the Partnership's LTIP activity during the period ended June 30, 2022 is presented below:

(in thousands) Total Units

LTIP units outstanding, December 31, 2021 25,237
LTIP units granted during the period 7,259
LTIP units converted (1,308)
LTIP units forfeited/other (1,351)
LTIP units outstanding, June 30, 2022 29,837

Compensation expense is based on NAV as of each period end consistent with the Partnership's expectation of
performance and the anticipated units expected to vest for the respective three-year performance period.

During the three and six months ended June 30, 2022, the Partnership recognized $0.0 million and $1.7 million of
LTIP-related expense, of which $0.0 million and $0.2 million was capitalized, respectively, and $2.0 million and
$3.6 million of LTIP-related expense for the three and six months ended June 30, 2021, of which $0.2 million and
$0.4 million was capitalized.

16. Corporate Officer's Compensation

Salary and bonus expense for the Partnership's corporate officers totaled $0.8 million and $1.5 million for the three
and six months ended June 30, 2022, respectively, and $0.5 million and $1.0 million for the three and six months
ended June 30, 2021, respectively. Employee benefit expense for these officers was $0.1 million for the three and six
months ended June 30, 2022 and 2021. For the three and six months ended June 30, 2022, LTIP expense was $0,1
million and $1.2 million, respectively, and $1.1 million and $2.0 million for the three and six months ended June 30,
2021, respectively. No long-term compensation or retirement contributions were paid. These amounts are included in
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"Non-property general and administrative expenses" in the accompanying Condensed Consolidated Statements of
Operations and Comprehensive Income (Loss).

17. Equity

2022 Redemption and Capital Raise

On May 5, 2022, one of the holders of the Redeemable Non-controlling Interest in the Partnership exercised its
contractual redemption right, and the Partnership executed a redemption of ownership interest in CPP totaling $60.3
million. The Partnership redeemed the interest using cash from its revolver. The Partnership subsequently raised
additional funds through the sale of shares of common units of CPH for $60.3 million to Alony-Hetz and other
additional investors. Amounts raised by CPH were contributed to CPC in exchange for shares through a subscription
agreement and subsequently contributed to CPP. The proceeds from the raise were used to repay outstanding
borrowings on the revolver. As of December 31, 2021 and 2020, CPH owned 100% of CPC.

Ownership of Carr Properties Partnership LP after equity raise:

Additional Ownership
Partner / Investor Investment Percent
Carr Properties Corporation  $ 60,337 93.90 %
Clal — 6.10 %
$ 60,337 100.00 %

Ownership of Carr Properties Holdings LP after equity raise:

Additional Ownership
Partner/Investor Investment Percent
AH Carr Properties Holdings LP $ 60,330 52.33 %
CET Acquisition Company Inc. — 38.88 %
Clal — 8.76 %
Other Investors 7 0.03 %
$ 60,337 100.00 %

Non-Controlling Interests

Certain of the non-controlling interests have redemption rights that allow them to request the redemption of their
interest at 97% of the Net Asset Value per common interests in CPP. These interests are recorded as "Redeemable
non-controlling interests" within "Current liabilities" and "Redeemable non-controlling interests, net of current portion"
within "Non-current liabilities." As of June 30, 2022, the value of these redeemable non-controlling interests were
$91.7 million and $0.0 million, respectively. As of December 31, 2021, the value of these redeemable non-controlling
interests were $152.4 million and $2.2 million, respectively.

"Equity attributable to non-redeemable non-controlling interests" is reported as "Non-Redeemable non-controlling
interests" within “Equity” on the Condensed Consolidated Balance Sheets. As of June 30, 2022 and December 31,
2021, the total value of these non-redeemable non-controlling interests was $145.5 million and $144.2 million,
respectively.

The changes in the Partnership's redeemable non-controlling interests are set forth below:

Shares Value
Balance, December 31, 2021 113,617 $ 154,681
LTIP Issuances 1,308 1,775
DRIP Issuances 8 10
Redemptions (46,235) (61,001)
Revaluation/Other — (3,800)
Balance, June 30 2022 68,698 $ 91,665

33



CARR PROPERTIES HOLDINGS LP
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(US Dollar amounts expressed in thousands, except share and per share data)

The Partnership also maintained seven additional subsidiary REITs as of June 30, 2022 in which there are preferred
shareholder interests.

Distributions

Distributions are declared and paid upon the declaration of the Board of Directors, generally quarterly. On May 11,
2022, the Partnership declared its first quarter distribution of $1.3 million from CPP, all of which was attributable to
redeemable non-controlling interests. These distributions were paid as of June 30, 2022. As of June 30, 2022, the
Partnership has not declared any unpaid distributions.

18. Credit and Other Risks

In early spring 2020, the outbreak of a novel strain of coronavirus (COVID-19) had adversely impacted global
commercial activity and contributed to significant declines and volatility in financial markets. The COVID-19 pandemic
and government responses created disruption in global supply chains and adversely impacted and continues to
impact many industries. The outbreak has a continued material adverse impact on economic and market conditions
and triggered a period of global economic slowdown. The rapid development and fluidity of this situation precludes
any prediction as to the ultimate material adverse impact of COVID-19.

Since first being declared a pandemic by the World Health Organization in March 2020, the coronavirus, or
COVID-19, has spread throughout the United States. However, in winter of 2020, announcements were made by two
pharmaceutical companies that vaccines would soon become available. As the COVID-19 vaccine roll-out gained
momentum in early 2021, there was an increase in positive outlooks for many industries. As of the date of the release
of these financial statements, and while there has been many public return-to-office announcements by major US
companies, there is still hesitancy and uncertainty as to if office demand will return to pre-COVID-19 levels in the near
term. This outbreak has resulted in governmental actions in the Partnership's operating jurisdictions to impose
measures intended to control infection, including restrictions on movement and business operations.

Conditions have stabilized, however, as a result of the pandemic and measures instituted to prevent spread, the
Partnership may adversely be effected in many ways, including by disrupting:

+ the ability and willingness of the Partnership's tenants to meet their contractual obligations;

+  The Partnership's ability to maintain occupancy in its properties and obtain new leases for unoccupied
space;

»  The Partnership's access to debt and equity capital on desired terms or at all;

+  the supply of products or services from the Partnership's vendors; and

« ability to continue or complete planned development, including the potential for delays in labor or material
supply necessary for development.

The Partnership collected approximately 99% of contractual rent from its customers during the three and six months
ended June 30, 2022, respectively. The Partnership continues to closely monitor tenant payments and maintains
close communication with certain tenants as it assesses the potential impacts that may arise if unable to make timely
rental payments.

During the three and six months ended June 30, 2022, the Partnership provided short-term rent relief to certain
tenants on a case by case basis. However, these changes did not have a material impact on the Condensed
Consolidated Statements of Operations and Comprehensive Income (Loss) or require further assessment through the
date of issuance.

Market Leasing Risk

The Partnership faces competition from developers, owners, and operators in the commercial office real estate
space. Such competition and the increase in remote working, may effect the Partnership's ability to attract or retain
tenants. It may also impact the rents we are able to charge.

Credit Risk

The Partnership’s maximum exposure to credit risk associated with financial assets measured at amortized cost is

equivalent to the carrying value of each class of financial assets measured as separately presented in receivables,
restricted cash and cash and cash equivalents. Credit risk related to accounts receivable arises from the possibility
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that tenants may be unable to fulfill their lease commitments. The Partnership generally manages this risk by signing
long-term leases with tenants who have investment grade credit ratings.

19. Subsequent Events
The Partnership evaluated subsequent events through August 16, 2022, the date the condensed consolidated
financial statements were available to be issued. The Partnership concluded that no additional subsequent events

have occurred that would require additional recognition or disclosure in the condensed consolidated financial
statements other than those disclosed in the respective footnotes and herein.
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To: The Management of Carr Properties Holdings, LP and the Board of Directors of Alony-Hetz Properties
and Investments Ltd.

Re: Consent letter in respect of Alony-Hetz Properties and Investments Ltd. shelf prospectus from May
2021

We hereby inform you that we agree to the inclusion (including by way of reference) of our report listed
below in respect of the shelf prospectus dated May 6, 2021 which was published by Alony-Hetz Properties
and Investments Ltd:

1) Review Report of Independent Auditors dated August 16, 2022 regarding the Condensed
Consolidated Interim Financial Statements of Carr Properties Holdings LP as of June 30, 2022 and
for the three-month and six-month periods ended June 30, 2022 and 2021.

Wwwﬁ AP

Washington, DC
August 16, 2022

PricewaterhouseCoopers LLP, 655 New York Avenue NW, Washington, DC 20001
T: (202) 414 1000, www.pwc.com/us
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