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Glossary of Terms

Introduction

This section of Brookfield Real Estate Services Inc.’s annual report includes management’s discussion and analysis (“MD&A”)
of the financial results and financial condition of the Company for the three months ended and the year ended December 31, 2016,
and has been prepared as at March 9, 2017. The three months ended December 31, 2016 shall be referred to in this MD&A
as the “Quarter” and the year ended December 31, 2016 shall be referred to in this MD&A as the “Year”. The comparative
period of the three months ended December 31, 2015 shall be referred to in this MD&A as the “Prior Year Quarter” and the
comparative annual period for the year ended December 31, 2015 shall be referred to in this MD&A as the “Prior Year”. The
financial information presented herein has been prepared on the basis of International Financial Reporting Standards (“IFRS”)
and is expressed in Canadian dollars unless otherwise stated.

The definitions of terms capitalized in this MD&A are provided in the Glossary of Terms commencing on page 35.

This MD&A is intended to provide the reader with an assessment of the Company’s past performance as well as its financial
position, performance objectives and future outlook. The information in this section should be read in conjunction with the
Company’s audited financial statements for the year ended December 31, 2016, prepared in accordance with IFRS. Additional
information relating to the Company, including its Annual Information Form, is available on SEDAR at www.sedar.com.
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Management’s Discussion and Analysis
of Results and Financial Condition

Highlights
Three months  Three months ~ Three months
ended ended ended Year ended Year ended Year ended
December 31, December 31, December 31, December 31, December 31, December 31,
(in 000’s) except REALTOR® count 2016 2015 2014 2016 2015 2014
Royalties $ 9,602 | $ 9,539 $ 8584 $ 42,436 |$ 39859 $ 37,392
Administration expenses (308) (252) (339) (1,058) (1,286) (1,626)
Management fee (1,734) (1,734) (1,431) (7,754) (7,229) (6,469)
Interest expense (627) (619) (1,089) (2,606) (2,428) (3,419)
CFFO $ 6,933 | $ 6,934 $ 5725 ¢ 31,018 |$ 28916 $ 25878
Dividends paid $ 3,081 $ 2964 $ 2845 $ 12,325 |$ 11619 $ 11,305
Interest on Exchangeable Units paid $ 1428 | $ 1,373 $ 1318 $ 5710 |[$ 5381 $ 5822
Net earnings and comprehensive income (loss) $ 5327 | $ (3001) $ 2449 $ 6,397 |$ 1324 $ 3,871
Number of REALTORS® 17,580 16,794 15,377
Three months Three months ~ Three months
ended ended ended Year ended Year ended Year ended
December 31, December 31, December 31, December 31, December 31, December 31,
2016 2015 2014 2016 2015 2014
CFFO per Share $ 0.54 | $ 054 $ 045 $ 242 | $ 226 $ 2.02
Dividends paid per Restricted Voting Share $ 032 | § 031 $ 030 $ 1.30 | $ 123 $ 1.19
Interest paid on Exchangeable Units
paid per Exchangeable Unit $ 043 | $ 041  $ 040 $ 1.72 | $ 162 $ 1.75

Net earnings and comprehensive income
(loss) per Share $ 031 | $§ (032 $ 026 $ 067 |$ 014  $ 0.41

The table above sets out selected historical information and other data for the Company, which should be read in conjunction with
the audited consolidated financial statements of the Company for the year ended December 31, 2016.

e Cash flow from operations (“CFFO”) for the Year improved to $31.0 million or $2.42 per share on a diluted basis (“Share”),
an increase of 7.3% as compared to $28.9 million or $2.26 per Share in 2015 and an increase of 19.9% as compared
to $25.9 million or $2.02 per Share in 2014.

e CFFO of $2.42 per Share for the Year represents the highest annual CFFO per Share ever generated by the Company. The improvement
in CFFO for the Year was driven by an increase in royalties as a result of an increase in the number of REALTORS® in the Company
Network and lower cash operating expenses due to lower bad debt and other administration expenses as compared to 2015 and 2014.

e The board of directors (the “Board”) of BRESI increased dividends declared on Restricted Voting Shares in 2016, resulting in a dividend
payment of $1.30 per Restricted Voting Share in 2016 as compared to $1.23 in 2015 and $1.19 in 2014.

Organization

BRESI’s Restricted Voting Shares are listed on the Toronto Stock Exchange (“TSX”) under the symbol “BRE”. Through its limited
partnership holdings, BRESI owns certain Franchise Agreements and Trademarks of real estate services Brands in Canada.

BRESI directly owns a 75% interest in the Partnership which, in turn, owns VCLP. In addition, BRESI directly owns a 75% interest
in the General Partner. The Partnership and VCLP own and operate the assets from which BRESI derives its revenue.

Brookfield BBP (Canada) Holdings L.P (“BBP”), a subsidiary of Brookfield Business Partners L.P, owns the remaining 25% interest in the
Partnership through its ownership of exchangeable units of the Partnership (the “Exchangeable Units”) and the remaining 25% interest

in the General Partner through its ownership of 25 common shares in the General Partner. In addition to its ownership of the Exchangeable
Units, BBP indirectly owns 315,000 restricted voting shares and one special voting share of BRESI. The Special Voting Share entitles

BBP to a number of votes at any meeting of the restricted voting shareholders equal to the number of Restricted Voting Shares that may
be obtained upon the exchange of all the Exchangeable Units held by the holder and/or its affiliates.
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Management'’s Discussion and Analysis
of Results and Financial Condition

Prior to June 1, 2016, all of BBP’s interests in the Company were owned by Brookfield Private Equity Direct Investments L.P,,
a wholly-owned subsidiary of Brookfield Asset Management Inc.

The Company receives certain management, administrative and support services from the Manager. BRESI derives 100% of its revenue
from royalties it receives under certain Franchise Agreements it purchases from the Manager.

The ownership structure of the Company and the Manager is set out below:

Manager and Brokerage Operations
Brookfield Business Partners LP

(100%)

(100%)

Manager Brookfield BBP

(Canada) Holdings LP

3,327,667
Class B Limited
Partnership Units

1Special

(100%)

315,000

—— Restricted Voting Shares

(3.3%)

Common Shares

(25%)

(100%)

— Voting Share —

Public Company

Public Shareholders

9,168,850
Restricted Voting Shares
(96.7%)

Brookfield Real Estate Services Inc.

Common Shares
(75%)

Residential Income Fund General Partner Limited

9,983,000

Class A Limited
\ Partnership Units
: (100%)

General Partner

Residential Income Fund L.P

Limited Partner

General Partner (100%)

9120 Real Estate

Network, L.P./Réseau
Immobilier 9120 S.E.C.
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Management'’s Discussion and Analysis
of Results and Financial Condition

Business Strategy

The Company is a Canadian-based real estate services firm that supplies REALTORS® with information, tools and services to assist them
in providing efficient and effective delivery of real estate sales services in the communities they serve. Through a portfolio of highly
regarded real estate services Brands, each of which offers a unique value proposition, the Company caters to the diverse service
requirements of regional real estate professionals, in virtually all significant population centres across Canada.

BRESI’s objective is to provide its stakeholders with an investment vehicle that pays stable and growing dividends. The Company’s
revenue is driven primarily by royalties derived from long-term Franchise Agreements. These royalties are weighted toward fees that are
fixed in nature. The Company believes that this has proven to be effective in moderating the variations in overall industry activity that can
occur in the Canadian residential real estate market (“Canadian Market”). The Company is party to the Management Services Agreement
which governs the management of the Company and the delivery of services to Brokers and REALTORS® by the Manager.

The number of REALTORS® in the Company Network, the transaction volumes generated in the markets the Company serves, the manner
in which the Company structures the contracted revenue streams, and the success in attracting REALTORS® to the Brands through their
value propositions and the track record of the Company’s Brands are all important factors in the Company’s financial and operating
performance. These factors, including, among others, general economic conditions and government and regulatory activity impact the
Company'’s performance and are discussed in greater detail throughout this MD&A and in the Company’s Annual Information Form which
is available at www.sedar.com.

BRESI seeks to increase its Cash Flow from Operations by increasing the number of REALTORS® in the Company Network through the
acquisition of Franchise Agreements and by attracting and retaining REALTORS® through the provision of services and additional fee for
service offerings, which increases the productivity of the REALTORS®.

Structure of Company Royalties

ROYALTY FEES

The Company generates revenue from royalties with both fixed and variable components. Approximately 90% (2015 — 89%) of the
Company’s royalties during the Year were derived from the combined fixed franchise fee per REALTOR® per month, 1% variable franchise
fee and premium franchise fees. The remaining royalty stream is made up of franchise fees generated from warranty fees, technology fees
and other fees. Approximately 72% of the Company’s annual royalties were partly insulated from the fluctuations in the Canadian Market
as they were not directly driven by transaction volumes. The Company believes that the combination of a royalty stream based on the
number of REALTORS® in the Network, increasing REALTOR® productivity and an increasing supply of new housing inventory provides
the base for strong and stable cash flows. A description of each type of royalty fee follows:

Fixed Franchise Fees are paid based on the number of REALTORS® in the Franchise Network. Fixed franchise fees from Royal LePage
Franchisees consist of a monthly fixed fee of $105 per REALTOR® ($102 in 2015), while fixed fees from Via Capitale Franchisees consist
primarily of a monthly fee of approximately $170 per REALTOR®.

On January 1, 2016, the Company increased the Royal LePage fixed fee to $105 per REALTOR® for approximately 85% of the Franchise
Network with the increase taking effect for the balance of the Franchise Network on January 1, 2017.

Variable Franchise Fees are calculated as a percentage of Gross Revenues earned by the Franchisee’s REALTORS®. Variable franchise
fees from Royal LePage Franchisees are driven by the transactional dollar volume transacted by the REALTORS® and are derived as 1% of
each REALTORS® Gross Revenues, subject to a cap of $1,325 per year ($1,300 per year prior to 2016). Certain REALTORS® in the Royal
LePage Network work as part of a Team. All REALTORS® who are members of a Team pay fixed franchise fees. However, for the purposes
of the $1,325 variable fee cap, the Gross Revenues of all Team members are aggregated to one cap.

On January 1, 2016, the Company implemented an increase in the cap for the variable franchise fee to $1,325 per year for approximately
85% of the Franchise Network with the increase taking effect for the balance of the Franchise Network on January 1, 2017.

The amount of variable franchise fee paid by an individual REALTOR® can change depending upon, among other things, the total value of
real estate they sell in a given year and increases or decreases in home prices. However, variable franchise fees are subject to a cap of
$1,325 ($1,300 prior to 2016). For those REALTORS® or Teams who reach the cap, the variable franchise fee is effectively fixed in nature,
in that the variable franchise fee paid by the REALTOR® will not change based on changes in the Canadian Market. In 2016, approximately
2,400 REALTORS® and 1,200 Teams (representing more than 3,000 REALTORS®) exceeded the $1,325 cap and accounted for
approximately 12% of the Gross Revenue (2015 — 11%) earned from Royal LePage Franchisees.
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Premium Franchise Fees are paid by 29 of the Company’s larger Royal LePage locations in the Greater Toronto Area (the “GTA”). Each of
these Franchisees is obligated to pay Premium Franchise Fees until August 2018 ranging from 1% to 5% of the location’s Gross Revenue.
Of these locations, 14 are operated by the Manager.

Premium Franchise Fees represented 15% of royalties in the Year (2015 — 15%).The Company does not expect the obligation of those
locations paying Premium Franchise Fees to continue beyond August 2018.

Other Franchise Fees include primarily a fixed technology fee of $20 per month for REALTORS® in the Royal LePage Network,
and fees for other ancillary services performed for REALTOR® in the Via Capitale and Royal LePage Networks.

Network Royalty Profile

As at December 31, 2016, the Company received royalties from 17,580 REALTORS® contracted with 328 Broker-Owners operating under
297 Franchise Agreements from 667 locations, providing services under the Royal LePage, Via Capitale and Johnston & Daniel brand
names collectively as the Company Network, with an approximate one fifth share of the Canadian Market based on 2016 transactional
dollar volume.

The Royal LePage Network:
The fees generated from the Royal LePage Network accounted for 95% of the Company’s fees for the Year (2015 — 93%). Fees charged

to the Royal LePage Network for the Year include:

¢ a fixed monthly franchise fee per REALTOR® of $105;

¢ avariable franchise fee equal to 1% of Gross Revenue up to a maximum annual variable franchise fee of $1,325 per REALTOR® or Team;
e a premium monthly franchise fee per applicable location, as described above; and

e afixed monthly technology fee per REALTOR® of $20.

The Via Capitale Network:

The fees generated from the Via Capitale Network, which services the Quebec market, accounted for 5% of the Company’s fees for the
Year (2015 — 7%). These fees are primarily made up of a fixed monthly fee per REALTOR® of $170 ($2,040 per year) and other fees for
warranties and other ancillary services.

The table below summarizes the franchise fees received by each respective brand:

Year ended December 31, 2016

(in 000’s) Royal LePage Via Capitale Total
Fixed franchise fees 47% 4% 51%
Variable franchise fees 24% 0% 24%
Premium franchise fees 15% 0% 15%
Other revenue 9% 1% 10%
Total Brand Percentage 95% 5% 100%
Year ended December 31, 2015

(in 000’s) Royal LePage Via Capitale Total
Fixed franchise fees 46% 5% 51%
Variable franchise fees 23% - 23%
Premium franchise fees 15% - 15%
Other revenue 9% 2% 1%
Total Brand Percentage 93% 7% 100%

BROOKFIELD REAL ESTATE SERVICES INC. 4
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Overview of 2016 Operating Results

Years ended December 31,

(in 000’s) except per Share amounts;
Restricted Voting Shares outstanding;
Exchangeable Units outstanding;

Number of REALTORS® 2016 2015 2014
Royalties $ 42,436 $ 39,859 $ 37,392
Less:

Administration expenses 1,058 1,286 1,626

Management fee 7,754 7,229 6,469

Interest expense 2,606 2,428 3,419
Cash flow from operations $ 31,018 $ 28,916 $ 25,878
Impairment of intangible assets (111) (1,047) (2,384)
Amortization of intangible assets (9,583) (9,892) (10,828)
Interest on Exchangeable Units (5,710) (5,434) (5,856)
Gain / (loss) on fair value of Exchangeable Units (3,694) (5,524) 1,164
Gain / (loss) on interest rate swap 822 (1,454) (482)
Loss on fair value of purchase obligation (1,568) (633) (955)
Current income tax expense (4,893) (4,469) (3,657)
Deferred income tax recovery 116 861 991
Net Earnings and Comprehensive Income $ 6,397 $ 1,324 $ 3,871
Basic earnings per Share $ 0.67 $ 0.14 $ 0.41
Diluted earnings per Share $ 0.67 $ 0.14 $ 0.41
Cash flow from operations per Share $ 2.42 $ 2.26 $ 2.02
Dividends paid per Restricted Voting Share $ 1.30 $ 1.23 $ 119
Interest paid per Exchangeable Unit $ 1.72 $ 1.62 $ 175
Restricted Voting Shares outstanding 9,483,850 9,483,850 9,483,850
Exchangeable Units outstanding 3,327,667 3,327,667 3,327,667
Number of REALTORS® 17,580 16,794 15,377
(in 000’s) December 31, December 31, December 31,
As at 2016 2015 2014
Total assets $ 92,403 $ 98,114 $ 86,562
Total liabilities $ 123,701 $ 123,484 $ 101,558

VARIATION OF OPERATING RESULTS FOR 2016 COMPARED TO 2015

Royalties:

The strong Canadian Market, combined with a significant increase in the number of REALTORS® in the Company Network, contributed to
a $2.6 million increase in royalty revenues in 2016, compared to 2015. The total value of real estate bought and sold in Canada increased
by 17% to $263 billion, contributing to increased variable franchise fees and Premium Franchise Fees. The Company’s Network of

REALTORS® increased by 786 REALTORS® in 2016, driven by 459 REALTORS® acquired by way of acquisition of Franchise Agreements,

and 327 REALTORS® recruited in the Year.
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Net Earnings:
For the Year, the Company generated net earnings of $6.4 million or $0.67 per Share, compared to $1.3 million or $0.14 per Share in 2015.

The primary drivers for the increase in net earnings compared to 2015 were:

e A $2.0 million increase in royalty revenues as discussed above, net of the associated increase in management fees;
e A $1.2 million decrease in amortization and impairment of intangible assets;

e A $1.8 million decrease in the loss on the determination of the fair value on the Exchangeable Units from a loss of $5.5 million in 2015,
to a loss of $3.7 million in 2016;

e A gain of $0.8 million in 2016 in the fair value of the interest rate swap as compared to a loss of $1.5 million in 2015. See further
discussion under Annual Operating Results — Gain on interest rate swap; partly offset by

e A $1.2 million increase in income tax expense driven by an increase in taxable income.

Total Assets:

Total assets decreased by $5.7 million in 2016 compared to 2015, primarily as a result of the decrease in the carrying value of intangible
assets of $3.1 million, driven by an increase in amortization of intangible assets offset by the Company’s acquisition of Franchise Agreements
on January 1, 2016, and a $2.5 million decrease in cash as a result of net repayment of debt during the Year and payment of purchase
obligations associated with the acquisition of Franchise Agreements in 2016 and 2015.

Total Liabilities:
Total liabilities increased by $0.2 million in 2016 compared to 2015. The main drivers of the increase are as follows:

e Anincrease of $3.7 million in the liability associated with the Exchangeable Units, which is tied to the trading value of the Restricted
Voting Shares (see further discussion under Annual Operating Results — Loss on fair value of Exchangeable Units); primarily offset by

¢ A decrease in debt facilities of $0.9 million to reflect the net repayments on the acquisition line;

e A $1.2 million reduction in current and non-current portions of purchase obligation as a result of payments made during the Year;

¢ A decrease of $0.8 million in the Company’s Interest Rate Swap liability; and

e Other reductions in Accounts Payable and Accrued Liabilities and the Company’s current income tax liability.

Dividends and distributions:
Dividends approved by the Board on Restricted Voting Shares increased to $1.30 per share in 2016, compared to $1.23 in 2015.

Interest on Exchangeable Units increased by $0.3 million compared to 2015. This increase is consistent with the increase in dividends
on the Restricted Voting Shares.

VARIATION OF OPERATING RESULTS FOR 2015 COMPARED TO 2014

Royalties:

The strong Canadian Market, combined with a significant increase in the number of REALTORS® in the Company Network, contributed

to a $2.5 million increase in royalty revenues in 2015 compared to 2014. The total value of real estate bought and sold in Canada increased
by 14% to $224 billion contributing to increased variable franchise fees and Premium Franchise Fees. The Company’s Network of
REALTORS® increased by 1,417 REALTORS® in 2015, driven by 1,577 REALTORS® acquired by way of acquisition of Franchise
Agreements, partly offset by attrition of 160 REALTORS®.

BROOKFIELD REAL ESTATE SERVICES INC. 6
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Net Earnings:
For the Prior Year, the Company generated net earnings of $1.3 million or $0.14 per Share, compared to $3.9 million or $0.41 per Share in 2014.

The primary drivers for the decrease in net earnings compared to 2014 were:

¢ Aloss on the determination of the fair value on the Exchangeable Units of $5.5 million in 2015, compared to a gain of $1.2 million in 2014;
e Anincrease in the loss resulting from the revaluation of an Interest Rate Swap of $1.5 million compared to $0.5 million in 2014;

e Higher income tax expense resulting from higher taxable income; partly offset by

¢ Increased royalty revenues as discussed above, net of the associated increase in management fees;

e Reduced administration expenses, including bad debt expense;

e |ower interest costs, despite increased borrowing levels, as a result of the Company renegotiating its debt facilities late in 2014 to take
advantage of lower rates (refer to further discussion under Debt Facilities); and

e |ower expenses associated with amortization and impairment of intangible assets of $2.3 million.

Total Assets:

Total assets increased by $11.6 million in 2015 over 2014 primarily as a result of the Company’s acquisition of Franchise Agreements
totaling $20.0 million in 2015 as well as higher cash balances at year end. These increases were partly offset by a $1.0 million reduction
in accounts receivable and notes receivable due to better working capital management and amortization and impairment of intangible
assets totaling $10.9 million.

Total Liabilities:
Total liabilities increased by $21.9 million in 2015 compared to 2014. The main drivers of the increase are as follows:

e Anincrease in debt facilities of $11.9 million and current and non-current portions of the purchase obligation of $2.7 million to reflect
financing to acquire Franchise Agreements during the year;

e Anincrease in the Company’s Interest Rate Swap liability, as discussed above;

e Anincrease in the liability associated with the Exchangeable Units, which is tied to the trading value of the Restricted Voting Shares; and

e Anincrease in the Company’s current income tax liability as a result of higher current income tax expense, as discussed above.

Dividends and distributions:

Dividends approved by the Board on Restricted Voting Shares increased to $1.23 per share in 2015, compared to $1.20 in 2014. During

2015, the Board approved two increases in the monthly dividends declared on Restricted Voting Shares. On June 17, 2015, the Board

approved an increase from $0.10 per share ($1.20 on an annualized basis) to $0.1042 ($1.25 annualized) effective with the dividend paid

on July 31, 2015. On December 7, 2015, the Board approved an additional increase to $0.1083 per share ($1.30 annualized), effective
with the dividend paid January 29, 2016.

Interest on Exchangeable Units was lower in 2015 compared to 2014. Generally, the determination of interest on Exchangeable Units is
calculated with reference to the dividends paid on the Restricted Voting Shares. However, the interest on Exchangeable Units in 2014
reflects an additional distribution in respect of the undistributed proportionate share of the Partnership’s 2013 earnings.

Key Performance Drivers

Key performance drivers of the Company’s business include:
1. The stability of the Company’s royalty stream;

2. The number of REALTORS® in the Company Network;

3. Transaction volumes; and

4. The Company’s growth opportunities.
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Stability of the Company’s Royalty Stream

The stability of the Company’s royalty stream is derived from a number of factors, including the fixed-fee structure of the Company’s royalties,

the ability to increase franchise fees under the terms of the Franchise Agreements, the geographic distribution of the Company Network,

and the length and renewal of the Franchise Agreements owned by the Company.

FIXED - FEESTRUCTURE

The Company estimates that approximately 72% of its royalties are fixed in nature. In addition to its fixed and other franchise fees,

a substantial portion of the Company’s variable franchise fees are effectively fixed in nature.

The amount of variable franchise fee paid by an individual REALTOR® can change depending upon, among other things, the total value

of real estate they sell in a given year and increases or decreases in home prices across Canada. However, variable franchise fees are subject
to a cap of $1,325 ($1,300 prior to 2016). For those REALTORS® or Teams who reach the cap, the variable franchise fee is effectively fixed

in nature, in that the variable franchise fee paid by the REALTOR® or Team will not change based on changes in the Canadian Market.

The chart below compares the Company’s royalties to the Canadian Market and the underlying number of REALTORS®
in the Company Network.

ROYALTIES, MARKET AND REALTOR® TRENDS

— *Canadian Market — Transactional Dollar Volume (“T$V”) ($B)
— Company REALTOR® Network (000’s)
- Company Royalties
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*Source: Canadian Real Estate Association (“CREA”)

INCREASE IN FEES

Under the terms of the Franchise Agreements, the Company is permitted to increase the franchise fees it charges based on changes

in the underlying consumer price index.

Market Volume ($B)

On February 11, 2015, the Company announced that the Royal LePage Network monthly fixed franchise fee of $102 per REALTOR® would

increase to $105 per REALTOR® and the maximum variable franchise fee payable based on 1% of each REALTOR®’s or Team’s Gross

Revenue would increase from $1,300 annually to $1,325.

The increase in royalty fees was implemented to 85% of the Royal LePage Network on January 1, 2016 and to the other 15% on January 1, 2017.

The Company estimates this fee increase will result in approximately $0.6 million of incremental franchise fees when fully implemented.

BROOKFIELD REAL ESTATE SERVICES INC.
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GEOGRAPHIC DISTRIBUTION OF THE COMPANY NETWORK

As at December 31, 2016, the Company Network of 17,580 REALTORS® operated through 281 Franchisees, contracted with

328 Broker-Owners, providing services across the country through 667 locations operating under 297 Franchise Agreements. Of the
Company'’s Brokerages, approximately 69% operate with fewer than 50 REALTORS® and represent 17% of the Company Network.
The Company’s smallest Franchisees have one REALTOR® while the largest has approximately 1,900 REALTORS®.

The Company Network is geographically dispersed across Canada. As compared to the distribution of REALTORS® across Canada, the
Company Network is under-represented in British Columbia and Alberta. The Company has a relatively strong presence in Ontario (as a
result of a historical base there) and Quebec (due in part to operating under two separate brands).

Canadian'’ Company

REALTOR® REALTOR®
As at December 31, 2016 Population Population
Ontario 57% 61%
British Columbia 18% 1%
Quebec 1% 14%
Alberta 9% 7%
Maritimes 2% 3%
Prairies 3% 4%
Total 100% 100%

'Source: CREA as at December 31, 2016

FRANCHISE AGREEMENTS
Franchise Agreements are contracts between the Company and Franchisees which govern matters such as use of the Trademarks,
rights and obligations of Franchisees and the Company, renewal terms, services to be provided and franchise fees. Over the term of the

Franchise Agreement, the Franchisee may undertake activities which require an amendment to the standard contract such as the opening
of a new location. These changes are documented by way of an addendum to the standard contract and form part of the Franchise Agreement.

The Royal LePage Franchise Agreements, which represent 95% of the Company’s REALTORS®, are for 10 to 20 year terms with

a standard renewal term of ten years. These long-duration contracts exceed the industry norm of five years and thereby reduce agreement

renewal risk. In addition, the Company regularly attempts to extend contract terms a further ten years in advance
of renewal dates when opportunities allow.

The Via Capitale Franchise Agreements, which are represented by 5% of the Company’s REALTORS®, are typically five years in duration
with standard renewal terms extending five years.

A summary of the Company’s agreement renewal profiles as at December 31, 2016 for the Company Network is shown below.

% OF FRANCHISE AGREEMENTS UP FOR RENEWAL % OF FRANCHISE AGREEMENTS UP FOR RENEWAL
(by Number of REALTORS®) (by Number of Agreements)

2017 2017

[ ] [ ]

2018 [ 201s NN

2019 [N 2010 NN

2020 [N 2020 [N

2021 [ 2021 [N

2022 [N 2022 [N

2023 [ 2023 [

Thereafter [N Thereafter [

0% 5% 10% 15% 20% 25% 30% 35% 40% 0% 5% 10% 15% 20% 25% 30%
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RENEWALS

The Company has historically been able to achieve renewal success in more than 95% of Franchise Agreements as they come due,
expressed as a percentage of the underlying number of REALTORS® associated with these agreements. Due to the ongoing success
of the Company’s franchisees, a number of opportunities, such as increasing franchisee locations, present themselves to renew
Franchise Agreements before they come due.

During the Quarter, four Franchise Agreements, representing 159 REALTORS® of the Company Network extended their term or renewed
and nine Franchise Agreements, representing 292 REALTORS® for the Company Network renewed early.

During the Quarter, three Franchise Agreements were terminated, of which two were as a result of Franchisees merging operations
and one resulted in the loss of 7 REALTORS®.

During the Year, 13 Franchise Agreements, representing 714 REALTORS® of the Company Network renewed, and 26 Franchise Agreements,
representing 1,065 REALTORS® of the Company Network extended their term or renewed early.

During the Year, 13 Franchise Agreements were terminated, of which seven were as a result of Franchisees merging operations
and six resulted in the loss of 87 REALTORS®.

Number of REALTORS® in the Company Network

For the Year, the Company Network of 17,580 REALTORS® increased by 786 REALTORS®, compared to a net increase

of 1,417 REALTORS® in 2015. After taking into account the 459 REALTORS® added through the acquisition of Franchise Agreements
and addendums on January 1, 2016, the Company experienced net recruitment growth of 327 REALTORS®, compared to net attrition
of 160 REALTORS® in 2015. The improvement in net recruitment growth is due, in part, to specific programs designed to support
Brokerages in the Franchise Network in their recruiting performance as well as their efforts to reduce attrition. Subsequent to the end
of 2016, the Company acquired an additional 55 Franchise Agreements representing 568 REALTORS®.

As at December 31, 2003-2009 2010 2011 2012 2013 2014 2015 20162
Company Network

Opening REALTOR® Count' 9,238 14,631 15,308 15,061 15,086 15,310 15,377 16,794
Acquisition 2,882 417 247 217 516 493 1,577 459
Net Recruiting Growth (Attrition) 2,51 260 (494) (192) (292) (426) (160) 327
Closing REALTOR® Count 14,631 15,308 15,061 15,086 15,310 15,377 16,794 17,580
% Change in the Year 58% 5% (2%) 0% 1% 0% 9% 5%
Canadian REALTOR® Population® 2003 - 2009 2010 2011 2012 2013 2014 2015 20162
CREA REALTOR® Membership* 98,161 101,916 104,407 106,944 109,032 110,821 114,664 121,212
% Change in the Year 38% 4% 2% 2% 2% 2% 3% 6%

"Opening Count as at August 2003

2As at December 31, 2016

3Source: CREA, Membership Data

4“CREA Membership as of December 31, 2003: 71,267
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The increase in the number of Canadian REALTORS® since 2003 has in part been driven by strong Canadian Markets, increases

in discount brokerage offerings which have attracted new entrants to the industry, and an apparent increase in market activity serviced
by REALTORS® operating as Teams. Since 2003, the Company’s Network has grown at a 5% compound annual growth rate (“CAGR”),
outperforming the 4% growth in the industry, despite the addition of competitive offerings over the same time period.

CANADIAN REAL ESTATE REALTORS®
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Transactional Dollar Volumes

The chart below shows the quarter-over-quarter percentage change in transactional dollar volume in Canada as compared to the
percentage change in the Company’s royalty revenues and the percentage change in the number of REALTORS® on a rolling twelve-
month basis since the first quarter of 2013. The number of REALTORS® in the Company network increases when the Company purchases
Franchise Agreements from the Manager. This generally occurs on January 1 of each year. In 2015, an additional purchase of Franchise
Agreements was approved on July 1. During those quarters where no Franchise Agreements are purchased, REALTOR® growth tends to
be more modest, and can be negative, indicating periods of net attrition.

ROLLING TWELVE MONTH % CHANGE FROM PRIOR QUARTER

W Company Royalties
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*Source: CREA

Transactional dollar volume of real estate in Canada has been growing since the second quarter of 2013 as real estate values and volumes
have been strong, particularly in the major metropolitan centers of Toronto and Vancouver. Royalty revenues have also continued to grow,
albeit at a slower rate than transactional dollar volumes of the Canadian Market, due in part to the fixed nature of the Company’s royalty fees.
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For the Year, the Canadian Market closed up 17%, at $263 billion, as compared to 2015, driven by a 11% increase in price and 6% increase
in units sold. The increase in average selling price of a home was buoyed by low interest rates and robust activity in the GTA throughout
2016 and the metropolitan Vancouver market in the early part of the Year.

During the Quarter, the Canadian Market closed up 4%, at $50 billion, as compared to the same period in 2015, driven by a 6% increase
in price, offset by a 2% decrease in units sold. The greater Vancouver area (“GVA”) market encountered the largest loss with an approximately
39% decrease in number of units sold in comparison to Prior Year Quarter.

For the Year, the GTA market closed up 31%, at $83 billion, as compared to 2015, driven by a 17% increase in price
and a 12% increase in units sold.

During the Quarter, the GTA market closed up 36%, at $18 billion, as compared to the same period in 2015, driven by a 19% increase
in price and a 14% increase in units sold.

For the Year, the GVA market closed up 7%, at $42 billion, as compared to 2015, driven by a 13% increase in price and 5% decrease
in units sold. This year over year improvement was despite a significant drop in the GVA market in the second half of the year due in part
to the impact of recently-introduced government policies designed to moderate the significant increases in selling prices in that market.

During the Quarter, the GVA market closed down 41%, at $6 billion, as compared to the same period in 2015, driven by
a 4% and 39% decrease in price and units sold, respectively.

ROLLING TWELVE-MONTH % CHANGE FROM PRIOR QUARTER

W Company Royalties
~ *Canadian Market T$V
— *GTATS$V

10.00% ~ *GVAT$V

15.00%

5.00%

—

0.00%
-5.00%

-10.00%
Q112 Q212 Q312 Q412 Q113 Q213 Q313 Q413 Q114 Q214 Q314 Q414 Q115 Q215 Q315 Q415 Q116 Q216 Q316 Q416

*Source: CREA
Company’s Growth Opportunities
Growth in the Company’s royalties is achieved through:
e Increasing the number of REALTORS® in the Company Network through recruitment growth;
e Acquiring Franchise Agreements from the Manager;
e |ncreasing the productivity of REALTORS®;
e Expanding the range of products and services supporting Franchisees and their REALTORS®; and

e |ncreasing the adoption of the Company’s products and services.

The products and services offered by the Company are supported by ongoing training programs for Brokers and REALTORS®,
which assist in leveraging the Company’s competitive advantages to attract and retain REALTORS®.
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GROWTH INNUMBER OF REALTORS®

The Company strives to increase the number of REALTORS® in the Company Network through the continued momentum of converting
competing brokerages and REALTORS® to the Company’s Brands and developing programs to increase REALTOR® growth. This is generally
achieved through acquisition of Franchise Agreements from the Manager.

Since the inception of the Company in August 2003 with 9,238 REALTORS®, the Company Network has increased by 90%
(8,342 REALTORS®), of which 82% has been through acquisitions and 18% through recruitment growth. This represents a the CAGR
of 5% in the Company Network.

On January 1, 2016, the Company acquired 33 Franchise Agreements comprised of 459 REALTORS® operating under the Royal LePage
and Via Capitale Brands. The estimated purchase price of these agreements was $6.6 million, with an estimated annual royalty stream
of $1.0 million.

During 2015, the Company acquired 52 Franchise Agreements comprised of 1,577 REALTORS® operating under the Royal LePage
and Via Capitale Brands. The estimated purchase price of these agreements was $20.0 million, with an estimated annual royalty stream
of $2.9 million.

A summary of Company Network growth since inception is summarized in the chart below.

COMPANY GROWTH

18,148*
18,000 17,580

15,000
12,000
9,000
6,000
3,000
0

03 04 05 06 07 08 09 10 11 12 13 14 15 16 17"

Year ended December 31, except 2017
*As at January 1, 2017

Number of REALTORS®
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REALTOR® Productivity

The average Company Network REALTOR® generated approximately $2.7 million in transactional dollar volume for the twelve months
ended December 31, 2016, compared to an estimated $2.1 million in transactional dollar volume generated by an average Canadian
REALTOR®, outside the Company Network. Management believes that the higher productivity of the Company’s Network of REALTORS®,
makes the Company less prone to a loss of REALTORS® during a period of reduced transactional dollar volume. The average transactional
dollar volume per REALTOR® for the years ended December 31, 2003, through 2016, is summarized in the chart below.

CANADIAN RESIDENTIAL REAL ESTATE MARKET REALTOR® PRODUCTIVITY
(Average T$V per REALTOR?®, in ‘000 of Canadian dollars)
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*Source: CREA

The products and services offered by the Company are supported by ongoing training programs for Brokers and REALTORS®,
which assist in leveraging the Company’s competitive advantages to attract and retain REALTORS®.

PRODUCTS AND SERVICES

The Manager, on behalf of the Company, has continued to develop new tools to assist REALTORS® in managing their businesses and has
invested in recruitment and retention programs to help Franchisees efficiently attract and retain the best talent in the real estate industry.
During the Year, the Manager launched a number of new marketing materials to help Franchisees with their recruiting efforts, including
new email drip campaigns and an experienced REALTOR® transition presentation. In addition, two new Broker training and accountability
programs were launched to support continuous improvement in recruiting and retention results.

The Manager also launched a new partnership with a leading luxury real estate services organization, which will provide the Royal LePage
Network of REALTORS® and their luxury listings with international exposure on one of the world’s leading luxury real estate portals.

The Manager continued its investment in meaningful technology, including the launch of Your Perfect Life, a neighbourhood matching tool,
and travel time search functionality on the Royal LePage website. The travel time search allows consumers to calculate commute times as
part of their considerations when deciding where to buy a home. Your Perfect Life uses industry-leading demographic data and analytics
to help homebuyers select communities across the nation that match their current or desired lifestyle.

The Via Capitale brand launched a Quebec-wide training program that was recognized by the provincial real estate regulator — a testament
to the strength and effectiveness of the training’s offering. To better align its recruiting efforts, in addition, Via Capitale launched a new
brochure and a new website, which was well-received across the French network. The brand also improved the broker and REALTOR®
website, creating more interactive and visually-pleasing pages and links. Furthermore, Via Capitale launched Maisons-vedette Plus for
increased visibility on its website and social media platforms, driving traffic and an added source of resources for brokers and REALTORS®.
Lastly, in the fall, Via Capitale launched a new TV ad campaign that has been recognized with top remarks in the industry.
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The Canadian Residential Real Estate Market
Since 2004, the Canadian Market has grown at a CAGR of 8% compared to our royalty revenues, which have grown at a rate of 5%.

Over the last three years, the Canadian Market has grown at rates well above historical averages with a CAGR of 16% driven by a 10%
increase in units and a 6% increase in selling price. A low interest rate environment, government policies to encourage immigration and
constrained inventories over the three-year period have contributed to the more robust activity, despite government-mandated mortgage
tightening rules, new public policy tax initiatives and increased down payment requirements.

MARKET DOLLAR VOLUME - CANADIAN RESIDENTIAL REAL ESTATE MARKET
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The Company’s royalty revenues are affected by the seasonality of the Canadian Market, which typically sees stronger transactional
dollar volumes in the second and third quarters of each year, as summarized in the chart below. The impact of the seasonality of the
Canadian Market is somewhat mitigated by the fixed-fee nature of the Company’s royalties and the acquisition of Franchise Agreements
at the beginning of the Year. In the latter part of the year, variable franchise fees can be negatively impacted by the Royal LePage
REALTORS® and Teams who have capped with respect to variable franchise fees.

CANADIAN RESIDENTIAL REAL ESTATE MARKET
(*% Canadian Market T$V by month)
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Canadian Market Qutlook
A summary of key commentary on the Canadian Market, as reported by the Canadian Real Estate Association (“CREA”), the Toronto
Real Estate Board (“TREB”), the Canada Mortgage and Housing Corporation (“CMHC”) and the Bank of Canada (“BoC”) follows:

From CREA!: In 2017, national sales are forecast to number 518,900 units, representing a decline of 3.3% compared to projected

activity in 2016. Transactions in British Columbia and Ontario are anticipated to remain strong but fall short of 2016’s record levels due

to deteriorating affordability, an ongoing shortage of affordably priced listings for single family homes and tightened mortgage regulations.
British Columbia home sales are forecast to decline by 12.2%, while annual sales in Ontario are forecast to retreat by 2.7%.

Sales in 2017 are forecast to rise by 3.5% in Alberta and by 1.2% in Quebec. The forecast rise in Alberta’s sales in 2017 mostly
reflects slow sales activity in the first quarter of 2016, a repeat of which is not expected. Sales are also forecast to improve modestly
in Manitoba (+0.8%) and New Brunswick (+1.6%).

Sales are also forecast to ease slightly in 2017 in Saskatchewan (-1.2%), Nova Scotia (-2.1%), Prince Edward Island (-2.2%)
and Newfoundland and Labrador (-1.4%) relative to 2016.

The national average price is forecast to decline by 2.8% to $475,900 in 2017, with modest price gains near or below inflation in Manitoba,
Ontario, Quebec, New Brunswick and Nova Scotia, together with small declines of a similar magnitude in Alberta, Saskatchewan,
Prince Edward Island and Newfoundland and Labrador.

While the average sale price in British Columbia is expected to decline by 7.8% in 2017, this largely reflects an anticipated decline
in single family home sales activity at the higher end of the market — particularly in the Lower Mainland.

From CMHC?: Housing construction is expected to decline slightly in 2017 to levels more consistent with economic and demographic
fundamentals, before stabilizing in 2018. MLS® sales will decline in 2017 before levelling off in 2018 to more sustainable levels. The pace
of MLS® price increases is expected to slow in 2017 and 2018.

Over the forecast period, overvaluation in the existing home market, as reported by the latest edition of Housing Market Assessment
Canada, is contributing to limited house price increases. Overall, regional disparities remain. Starting in 2017, these will reduce gradually
since, firstly, starts in British Columbia and Ontario will edge down after a strong start to 2016 and, secondly, effects from the oil price
shock on Alberta, Saskatchewan and Newfoundland & Labrador start to dissipate.

Resales should decline to levels warranted by demographic fundamentals in 2017 and 2018, with respective ranges of 489,500 to 509,700
units and 488,100 to 511,100 units. The average MLS® home price is forecast to be between $483,600 and $507,800 in 2017, and
between $497,700 and $525,100 in 2018.

From TREB?: 2016 saw both record home sales and accelerated annual sales growth. Key drivers of record home sales included
population growth, low mortgage rates, low unemployment, and above-inflation economic growth, while strong demand and very low
inventory resulted in robust price growth. It’s important to note that record home sales in 2016 were heavily based on domestic demand.
Foreign buying activity in the GTA represented a minimal 4.9%of transactions.

Strong rates of price growth and a short supply of listings will continue to make headlines in 2017. TREB MLS® System sales are expected
to range between 104,500 and 115,500, with a point forecast of 110,000. The results of a TREB-commissioned Ipsos survey on intending
buyers found less respondents planning to purchase a home in 2017 than compared to 2016. Despite the possibility of a decline in sales,
first-time buyers will continue to account for more than half of the home sales in the GTA. Strong first-time buyer activity points to
confidence in home ownership as a quality investment. A likely range for the average selling price in 2017 is between $800,000 and
$850,000, with a point forecast of $825,000. This suggests an approximate calendar year growth rate ranging between 10% and 16%.

From the BoC*: Uncertainty about the global outlook is undiminished, particularly with respect to policies in the United States. The Bank
has made initial assumptions about prospective tax policies only, resulting in a modest upward revision to its U.S. growth outlook. Overall,
the global economy is strengthening largely as expected and prices of some commodities, including oil, have risen. The rapid back-up

in global bond yields, partly reflecting market anticipation of U.S. fiscal expansion, has pulled up Canadian yields.

" Source: CREA Updates Resale Housing Forecast, published December 15, 2016
2 Source: CMHC Housing Market Outlook, Canada Edition, Fourth Quarter 2016

¢ Source: TREB Market Year in Review & Outlook Report, published January, 2017
4 Source: BoC press release published January 18, 2017
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In contrast to the United States, Canada’s economy continues to operate with material excess capacity. While employment growth has
remained firm, indicators still point to significant slack in the labour market. The resource sector’s adjustment to past commodity price
declines appears to be largely complete, but negative wealth and income effects will persist. Meanwhile, the Canadian dollar has
strengthened along with the U.S. dollar against other currencies, exacerbating ongoing competitiveness challenges and muting the
outlook for exports. Consumption is expected to remain solid, while residential investment will be tempered by previously announced
changes to housing finance rules and by mortgage rates that have risen in response to higher bond yields. Federal and provincial fiscal
measures are still expected to support growth in 2017.

The Bank projects that Canada’s real GDP will grow by 2.1% in both 2017 and 2018. This implies a return to full capacity around mid-2018.

Inflation in Canada has been lower than anticipated since October, mainly because of declines in food prices. Measures of core inflation
are below 2.0%, reflecting material excess capacity in the economy. As consumer energy prices rise and the impact of lower food prices
dissipates, inflation is expected to move close to the 2.0% target in the months ahead and remain there throughout the projection horizon
while excess capacity is being absorbed.

COMPANY MARKET OUTLOOK

The Canadian Market saw significant price appreciation in the Year, supported by considerable gains in the GTA and Greater Vancouver
markets. There was notable disparity in home price appreciation between Canadian regions in 2016, with rates ranging from double-digit
extremes in some cities to negative growth in others. Homes across Ontario experienced significant growth during the Year, with the GTA
leading the country in terms of robust sales activity and demand. On the other hand, Greater Vancouver, Canada’s most expensive
market, began to show signs of cyclical cooling. Despite recording impressive year-over-year price appreciation, the number of homes
trading hands has been slowing on eroding affordability, which may ultimately lead to moderating prices in the future.

Quebec and Alberta continued to impress this Year as both provinces outperformed expectations. Montreal has surpassed its 2016
economic targets and Calgary has withstood what many believe to be the worst of the downturn, leading to better-than-expected results
within these regions’ housing markets.

Looking ahead, the Company expects the house price appreciation gap between regions to narrow in 2017 with a trend toward historical
norms as some overheated markets slow, while activity levels in a number of cool markets begin to pick up. This trend is anticipated

to be driven primarily by a modest price correction in the Greater Vancouver housing market, strong but moderating price appreciation

in the GTA, and welcomed upward price trends in Quebec, Atlantic Canada and Alberta.

While recent government intervention within the Canadian Market has been significant, it appears that Canadian homebuyers are
adjusting quickly, and fears of a hard correction may be unwarranted. Looking ahead, the Company expects the Canadian Market
to continue to appreciate into 2017, albeit at a more gradual pace, as Vancouver begins to transition to a more balanced market.
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Annual Operating Results

Years ended December 31,
(in 000’s) except per Share amounts;

Number of REALTORS®; 2016 2015
Royalties
Fixed franchise fees $ 21,751 $ 20,376
Variable franchise fees 10,229 9,196
Premium franchise fees 6,363 5,892
Other revenue 4,093 4,395
42,436 39,859
Less:
Administration 1,058 1,286
Management fee 7,754 7,229
Interest expense 2,606 2,428
11,418 10,943
Cash flow from operations 31,018 28,916
Impairment of intangible assets (111) (1,047)
Amortization of intangible assets (9,583) (9,892)
Interest on Exchangeable Units (5,710) (5,434)
Loss on fair value of Exchangeable Units (3,694) (5,524)
Gain / (loss) on interest rate swap 822 (1,454)
Loss on fair value of purchase obligation (1,568) (633)
Earnings before income taxes 11,174 4,932
Current income tax expense 4,893 4,469
Deferred income tax recovery (116) (861)
Net earnings and comprehensive income $ 6,397 $ 1,324
Basic earnings per share $ 0.67 $ 014
Diluted earnings per share $ 0.67 $ 0.14
Number of REALTORS® 17,580 16,794

During the Year, the Company generated net earnings of $6.4 million and CFFO of $31.0 million, as compared to net earnings
of $1.3 million and CFFO of $28.9 million in 2015.

Royalties for the Year totaled $42.4 million, compared to $39.9 million for the Prior Year. Fixed, variable and premium franchise fees

together represented 90% of royalties (2015 — 89%). Royalties increased due primarily to the larger REALTOR® base and a strong
Canadian Market, particularly in Toronto and Vancouver.

Fixed franchise fees for the Year increased by 7% as compared to the Prior Year, due to the increase in the REALTOR® base

resulting from the acquisition of Franchise Agreements and addendums representing 459 REALTORS® and net recruitment growth
of 327 REALTORS® during the Year. In 2015, the Company acquired Franchise Agreements representing 1,577 REALTORS®

and experienced net attrition of 160 REALTORS®.

Variable franchise fees for the Year increased by 11%, which relates to the increase in the REALTOR® base and an increase in
transactional dollar value of the Canadian Market driven by the strong Toronto and Vancouver markets compared to 2015.

Premium franchise fees are derived from the 29 franchise locations servicing the GTA Market, which pay Premium Franchise Fees
ranging from 1% to 5% of the location’s Gross Revenue. Premium Franchise Fees for the Year have increased by 8%, compared to 2015,
consistent with the increase in the segments of the underlying GTA market serviced by those locations.
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Other fees and services include home warranty fees, technology fees and other fees, which accounted for approximately

10% (2015 — 11%) of total royalties for the Year. Other fees decreased by 7% in the Year as compared to 2015 due to lower margin earned
on warranty programs offered to the Via Capitale Network partly offset by higher technology fees earned from Franchise Agreements
acquired on July 1, 2015 and January 1, 2016.

Administration expenses of $1.0 million for the Year were lower than the Prior Year primarily due to the reduction in bad debt expense
and third-party administrative costs.

Management fee expense of $7.8 million for the Year, calculated in accordance with the MSA, increased by 7% in the Year as compared
to 2015, due to the increase in royalties.

Interest expense increased by $0.2 million as compared to the same period in 2015 as a result of higher average borrowings to finance the
purchase of Franchise Agreements under the terms of the MSA. The Company’s debt facilities are more fully described under Debt Facilities.

Amortization of Intangible Assets for the Year totaled $9.6 million, a decrease of 3% as a result of certain Franchise Agreements being
fully amortized, as compared to the Prior Year.

Impairment of Intangible Assets for the Year totaled $0.1 million. Lower impairment charges were reflective of the fact that there were
fewer underperforming Franchise Agreements in 2016 as compared to 2015.

Interest on Exchangeable Units represents the distributions to holders of Exchangeable Unitholders (“Exchangeable Unitholders”). For

the Year, total distributions amounted to $1.72 per Exchangeable Unit compared to $1.62 per Exchangeable Unit in 2015. The interest paid
to Exchangeable Unitholders was higher in the Year as a result of the Board approving two increases to the distribution per Exchangeable
Unit in 2015, which is calculated in reference to the two dividend increases on the Restricted Voting Share approved by the Board in 2015.

Loss on fair value of Exchangeable Units represents the change in the fair value of the Exchangeable Units during the Year. The
Exchangeable Units are valued based on the value of the Company’s Restricted Voting Shares. At December 31, 2016, the Company’s
Restricted Voting Shares were valued at $15.77 per share compared to $14.66 at December 31, 2015, resulting in a loss of $3.7 million.
This loss represents an increase in obligation associated with the conversion features of the Exchangeable Units. In 2015, the change

in fair value of Exchangeable Units were valued based on a $14.66 price for the Company’s Restricted Voting Shares compared to $13.00
at the beginning of the 2015, resulting in a loss of $5.5 million.

Gain on interest rate swap of $0.8 million is a non-cash item which represents the change in fair value of the Interest Rate Swap entered
into on October 27, 2014 by the Company. The interest rate swap fixes the annual interest rate on the Company’s Term Facility at 3.64%.

Loss on fair value of purchase obligation of $1.6 million represents an increase in the liability to the Manager related to Franchise Agreements
purchased on July 1, 2015 and January 1, 2016. The increase in the liability is as a result of certain of those Franchise Agreements
generating higher cash flows than those estimated on the date the Franchise Agreements were acquired.

Income Tax Expense The effective income tax rate paid by the Company for the Year was 42.7% (2015 -73.2%). The Company’s
effective income tax rate in the statement of earnings and comprehensive income is significantly different than the Company’s enacted
income tax rate of 26.5% (2015 — 26.5%). The difference in the effective income tax rate is driven by a number of items that are included
in the determination of net income but excluded from the determination of taxable income. Iltems included in determining net earnings
that are not included in determining taxable income include, among other things, gain or loss on interest rate swap, loss on purchase
obligation, interest on Exchangeable Units and fair valuation adjustments on Exchangeable Units.
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Fourth Quarter Operating Results
(Unaudited)
For three months ended,

(in 000’s) except per Share amounts; 2016 2015
Number of REALTORS®; Dec. 31 Dec. 31
Royalties
Fixed franchise fees $ 5,470 $ 5,311
Variable franchise fees 1,484 1,606
Premium franchise fees 1,639 1,431
Other revenue 1,009 1,191
9,602 9,539
Less:
Administration 308 252
Management fee 1,734 1,734
Interest expense 627 619
2,669 2,605
Cash flow from operations 6,933 6,934
Impairment of intangible assets - (697)
Amortization of intangible assets (2,155) (2,502)
Interest on Exchangeable units (1,428) (1,408)
Gain / (loss) on fair value of Exchangeable Units 2,762 (4,027)
Gain on interest rate swap 621 84
Loss on fair value of purchase obligation (167) (454)
Earnings (loss) before income taxes 6,566 (2,070)
Current income tax expense 1,063 1,136
Deferred income tax expense (recovery) 176 (205)
Net earnings and comprehensive income (loss) $ 5,327 $ (3,001)
Basic earnings (loss) per share $ 0.56 $ (0.32)
Diluted earnings (loss) per share $ 0.31 $ (0.32)
Cash flow from operations per share on a diluted basis $ 0.54 $ 0.54
Number of REALTORS® 17,580 16,794

During the Quarter, the Company generated net earnings of $5.3 million and CFFO of $6.9 million, compared to a net loss of $3.0 million

and CFFO of $9.3 million for the Prior Year Quarter.

Royalties for the Quarter totaled $9.6 million, compared to $9.5 million for the Prior Year Quarter. Fixed, variable and Premium Franchise
Fees together represented 89% of royalties (2015 — 88%). Royalties increased primarily due to the larger REALTOR® base and continued

strong Canadian Market, particularly in Toronto.

Fixed franchise fees for the Quarter increased by 3% as compared to the Prior Year Quarter, due to the increase in the REALTOR® base
driven primarily by the acquisition of Franchise Agreements on January 1, 2016 representing 459 REALTORS® and net recruitment growth

of 327 REALTORS® during the Year.

Variable franchise fees for the Quarter decreased by 7% compared to the Prior Year Quarter as a result of significant weakness

in the GVA market (which suffered a 41% reduction in market activity in the Quarter) and a higher proportion of REALTORS® and Teams
in Ontario reaching the variable franchise fee cap earlier in the Year as compared to the Prior Year.

Premium franchise fees are derived from 29 franchise locations servicing the GTA market, which pay Premium Franchise Fees
ranging from 1% to 5% of the location’s Gross Revenue. Premium Franchise Fees for the Quarter increased by 14.5% compared
to Prior Year Quarter, consistent with the increase in the segments of the underlying GTA market serviced by those locations.
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Other fees and services include home warranty fees, technology fees and other fees, which accounted for approximately

10.5% (2015 — 12%) of total royalties for the Quarter. Other fees decreased 15.3% in the Quarter over the Prior Year Quarter due

to lower margin earned on warranty programs offered to the Via Capitale Network partly offset by higher technology fees earned from
Franchise Agreements acquired on January 1, 2016.

Administration expenses for the Quarter were substantially unchanged compared to the Prior Year Quarter.

Management fee expense of $1.7 million for the Quarter, calculated in accordance with the MSA, was unchanged compared
to the Prior Year Quarter.

Interest expense increased by less than $0.1 million compared to the Prior Year Quarter as a result of higher average borrowings
to finance the purchase of Franchise Agreements under the terms of the MSA. The Company’s debt facilities are more fully described
under Debt Facilities.

Amortization of Intangible Assets for the Quarter totaled $2.2 million, a decrease of 14% compared to the Prior Year Quarter as a result
of certain Franchise Agreements being fully amortized as compared to the Prior Year Quarter.

Impairment of Intangible Assets for the Quarter was nil in comparison to the Prior Year Quarter. Lower impairment charges compared to
the fourth quarter of 2015 were reflective of the fact that there were fewer underperforming Franchise Agreements in 2016 compared to 2015.

Interest on Exchangeable Units represents the distributions to Exchangeable Unitholders. For the Quarter, total distributions amounted
to $0.43 per Exchangeable Unit compared to $0.41 per Exchangeable Unit for the Prior Year Quarter. The interest paid to Exchangeable
Unitholders was higher in the Quarter as a result of the Board approving two increases to the distribution per Exchangeable Unit in 2015,
which is calculated in reference to the two dividend increases on the Restricted Voting Share approved by the Board in 2015.

Gain on fair value of Exchangeable Units represents the change in the fair value of the Exchangeable Units during the Quarter.

The Exchangeable Units are valued based on the value of the Company’s Restricted Voting Shares. At December 31, 2016, the Company’s
Restricted Voting Shares were valued at $15.77 per share compared to $16.60 at the beginning of the Quarter, resulting in a gain

of $2.8 million. This gain represents a decrease in obligation associated with the conversion features of the Exchangeable Units. For the
Prior Year Quarter, the change in fair value of Exchangeable Units was valued based on a $14.66 price for the Company’s Restricted
Voting Shares at December 31, 2015, compared to $13.45 at the beginning of the Prior Year Quarter, resulting in a loss of $4.0 million.

Gain on interest rate swap of $0.6 million is a non-cash item which represents the change in fair value of the Interest Rate Swap entered
into on October 27, 2014 by the Company. The interest rate swap fixes the annual interest rate on the Company’s Term Facility at 3.64%.

Loss on fair value of purchase obligation of $0.2 million represents an increase in liability to the Manager related to Franchise Agreements
purchased on July 1, 2015, and January 1, 2016. The increase in the liability is as a result of certain of those Franchise Agreements
generating higher cash flows than those estimated on the date the Franchise Agreements were acquired.

Income Tax Expense The effective income tax rate paid by the Company for the Quarter was 18.8% (2015 — 45%). The Company’s
effective income tax rate in the consolidated statement of earnings and comprehensive income is significantly different than the
Company'’s enacted income tax rate of 26.5% (2015 — 26.5%). The difference in the effective income tax rate is driven by a number

of items that are included in the determination of net loss but excluded from the determination of taxable income. Items included

in determining net earnings that are not included in determining taxable income include, among other things, gain on interest rate swap,
loss on purchase obligation, interest on Exchangeable Units and fair valuation adjustments on Exchangeable Units.
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Summary of Quarterly Results and Cash Flow from Operations

(Unaudited)
For three months ended, 2016 2015
(in 000’s) except per Share amounts;
Number of REALTORS®; Dec. 31 Sept. 30 June 30 March 31 Dec. 31 Sept. 30 June 30 March 31
Royalties
Fixed franchise fees $ 5470 |$ 5456 $ 5440 $ 5385 (% 5311 $ 5109 $ 5025 $ 4,931
Variable franchise fees 1,484 3,670 2,912 2,163 1,606 3,115 2,716 1,759
Premium franchise fees 1,639 2,417 1,463 843 1,431 2,270 1,362 829
Other revenue 1,009 1,024 1,054 1,006 1,191 1,071 1,198 935
9,602 12,567 10,869 9,397 9,539 11,565 10,301 8,454
Less:
Administration 308 252 203 295 252 348 334 352
Management fee 1,734 2,331 2,003 1,687 1,734 2,115 1,876 1,504
Interest expense 627 662 653 665 619 640 589 580
Cash flow from operations 6,933 9,322 8,010 6,750 6,934 8,462 7,502 6,018
Impairment of intangible assets - (77) (34) - (697) (135) (169) (46)
Amortization of intangible assets (2,155) (2,318) (2,505) (2,605) (2,502) (2,524) (2,401) (2,465)
Interest on Exchangeable units (1,428) (1,428) (1,427) (1,428) (1,408) (1,372) (1,336) (1,318)
Gain / (loss) on fair value
of Exchangeable Units 2,762 (5,391) (1,531) 466 (4,027) 5,258 (2,928) (3,827)
Gain / (loss) on interest rate swap 621 177 136 (112) 84 (257) 280 (1,561)
Gain / (loss) on fair value
of purchase obligation (167) 311 (248) (1,464) (454) (481) 319 (17)
Earnings (loss) before income taxes 6,566 596 2,401 1,607 (2,070) 8,951 1,267 (3,216)
Current income tax expense 1,063 1,624 1,270 1,036 1,136 1,309 1,130 894
Deferred income tax
expense (recovery) 176 110 (31) (871) (205) (169) 97 (584)
Net earnings and comprehensive
income (loss) $ 5327 |$ (1,038 $ 1162 $ 942 |$ (3,001) $ 7811 3 40 $ (3,526)
Basic earnings (loss) per Share $ 056 |5 (011) $ 012 $ 010 |$ (032 $ 082 $ - $ (037
Diluted earnings (loss) per Share $ 031 |3 (011 $ 012 $ 010 |$ (0.32) $ 031 §$ - $ (0.37)
Cash flow from operations
per share on a diluted basis $ 054 |$ 073 $ 063 $ 053 (% 054 $ 066 $ 059 $ 0.47
Number of REALTORS® 17,580 17,538 17,405 17,320 16,794 16,826 16,105 16,206
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For the twelve months ended December 31, 2016, the Company generated CFFO of $2.42 per Share, as compared to $2.26 per Share
generated during the Prior Year. A summary of the Company’s CFFO generated over the last eight quarters on a rolling 12 months’ basis
is presented in the table below.

ROLLING TWELVE-MONTH CASH FLOW FROM OPERATIONS

For twelve months ended, 2016 2015
(in 000’s) except per Share amounts Dec. 31 Sept. 30 June 30 Mar. 31 Dec. 31 Sept. 30 June 30 Mar. 31
Royalties $ 42,436 [$ 42,372 $ 41,370 $ 40,802 |$ 39,859 $ 38,904 $ 38,134 $ 37,698
Less:
Administration 1,058 1,002 1,098 1,229 1,286 1,373 1,627 1,724
Management fee 7,754 7,755 7,539 7,412 7,229 6,926 6,694 6,548
Interest expense 2,606 2,599 2,577 2,513 2,428 2,898 3,035 3,228
31,018 31,016 30,156 29,648 28,916 27,707 26,778 26,198
Cash Flow from Operations
per Share $ 242($ 242 $ 235 ¢ 231|$ 226 $ 216 $ 209 $ 204

The Company’s operations have generated significant cash flows with $323.5 million of CFFO generated since inception, of which
$223.7 million has been distributed to shareholders and Exchangeable Unitholders. Of the remaining $99.8 million retained by the Company,
$80 million has been invested in Franchise Agreements, $4.1 million was used to purchase shares of the Company in 2008 and 2009
and the balance was used to pay income taxes and fund net working capital requirements.

The chart below presents a summary of the CFFO generated by the Company since inception and the percentage payout of these
amounts to shareholders and the Exchangeable Unitholders of the Company in the form of dividends to shareholders and interest
to the Exchangeable Unitholders.

CASH FLOW FROM OPERATIONS
(Years ended December 31, in $ millions)

m CFFO
100% ~ Payout % 35

80%
60%
40%

20%

0%
2003-2009 2010 2011 2012 2013 2014 2015 2016
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The table below presents a reconciliation of cash flow from operating activities, as presented in the consolidated statements of cash flows,
to cash flows from operations, a measure used by the management of the Company to assess performance.

CASH FLOW FROM OPERATING ACTIVITIES RECONCILED TO CASH FLOW FROM OPERATIONS

($000's)
Years ended December 31, 2016 2015
Cash flow from operating activities $ 20,148 $ 20,433
Add (deduct):
Interest on Exchangeable Units 5,710 5,434
Income taxes paid 5,098 4137
Changes in non-cash working capital items 1 (1,045)
Interest expense (8,106) (7,703)
Interest paid 8,057 7,660
CFFO $ 31,018 $ 28,916

CFFO represents operating income before deducting amortization and impairment of intangible assets.

CFFO does not have a standardized meaning under IFRS and, accordingly, may not be comparable to similar measures used by other
issuers. Management believes that CFFO is a useful supplemental measure of performance as it provides investors with an indication
of the amount of pre-tax cash generated from operations and available to shareholders of Restricted Voting Shares and Exchangeable
Unitholders, and to meet cash tax payments. Investors are cautioned, however, that CFFO should not be interpreted as an alternative
to using net earnings (as a measure of profitability) or cash provided by operating activities (as a measure for cash flows) to evaluate
the Company’s financial performance.

The Company has paid out in the past, and could pay out in any given period, cash in excess of net income to shareholders as a significant
portion of the Company’s operating expenses is made up of non-cash amortization of intangible assets and other non-cash charges

to net earnings. Management does not view the payment of cash in excess of net income as an economic return of capital as these
intangible assets and other non-cash charges are not expected to require a further cash outlay in the future. The value of intangible assets
is dependent upon the Company’s ability to retain and renew the underlying Franchise Agreements and to ensure the ongoing integrity of
the Trademarks. The Company has not paid out all of the CFFO to shareholders as the cash generated in excess of these amounts has
been used to fund the acquisition of Franchise Agreements, pay distributions to the Exchangeable Unitholders, fund the purchase of
shares under normal course issuer bids and pay liabilities as they come due. It is management’s expectation, at the discretion of the
Board, that for the foreseeable future, cash distributions to shareholders in the form of dividends will continue, and the remaining cash
flow will be used to fund acquisitions and pay distributions to the Exchangeable Unitholders.

Debt Facilities
As at December 31, 2016, the Company’s $78.0 million financing is comprised of the following three arrangements, maturing February 17, 2020

¢ A $53.0 million term facility (the “Term Facility”). The Term Facility bears interest at a variable rate of Banker’s Acceptances (“BAs”) +1.70%
or Prime + 0.5%, which the Company has swapped to a fixed rate of 3.64%. The swap contract matures on October 28, 2019;

e A $20.0 million acquisition facility (the “Acquisition Facility”) to support acquisitions pursued by the Company, bearing interest
at a variable rate of BAs +1.70% or Prime + 0.5%. A standby fee of 0.15% applies on undrawn amounts under this facility; and

e A $5.0 million revolving operating facility (the “Operating Facility”) to meet the Company’s day-to-day operating requirements,
bearing interest at a variable rate of BAs +1.70% or Prime + 0.5%.

The covenants of this financing prescribe that the Company must maintain a ratio of Consolidated EBITDA to Senior Interest Expense
at a minimum of 5.00 to 1 and a ratio of Senior Indebtedness to Consolidated EBITDA at a maximum of 2.5 to 1. Consolidated EBITDA
is defined as operating income before deducting amortization and impairment of intangible assets. Senior Indebtedness is defined

as borrowings on the Company’s debt facilities. Senior Interest Expense is defined as interest on Senior Indebtedness. As at
December 31, 2016 the Company is compliant with these covenants.
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Liquidity

Cash Flow from Operations is the largest source of liquidity for the Company. CFFO is derived substantially from royalties received
under Franchise Agreements. Given that Franchisees are contractually obligated to pay royalties for up to ten years under the
Franchise Agreements and given the high degree of success the Company has had in renewing its Franchise Agreements in the past
when they come due, the Company believes that the existing portfolio of Franchise Agreements, will generate sufficient cash flow,
along with its non-cash working capital and capital resources, for the Company to meet its operating commitments.

The Company’s ability to grow its CFFO is dependent upon the ability of the Manager to increase the size of the Network, which it can

do by, a) supporting Franchisees in their efforts to recruit REALTORS® to their Brokerages, b) assisting Franchisees to acquire Brokerages
from outside the Network and, c) entering into new Franchise Agreements which can then be purchased by the Company under the terms
of the MSA. Under the terms of the MSA, the Company purchases new Franchise Agreements subject to a) the Franchise Agreements
meeting specific criteria as outlined in the MSA, and b) the Company having sufficient liquidity to complete any purchase of Franchise
Agreements. The Company has entered into the Acquisition Facility specifically to provide capital resources to purchase Franchise Agreements
from the Manager. The Company meets regularly with the Manager during the year to determine the Manager’s progress in entering

into new Franchise Agreements.

In 2016, the Company funded the purchase of Franchise Agreements through $6.0 million in borrowings under its available debt facilities.
The Company generated sufficient CFFO during the Year (after payment of dividends, distributions and its operating obligations) to repay
$7.0 million of those borrowings and to pay $4.1 million to settle the purchase obligation outstanding for the Franchise Agreements acquired
on January 1, 2016, under the Royal LePage brand and Franchise Agreements acquired on January 1, 2015, under the Royal LePage and
Via Capitale brands, and Franchise Agreements acquired on January 1, 2013, under the Via Capitale brand that are subject to a three-year
purchase price determination period. The Company anticipates using its debt facilities to fund the purchase of Franchise Agreements

in the future with repayments of any borrowings to be funded through CFFO.

WORKING CAPITAL
Changes in the Company’s net working capital are primarily driven by Cash Flow from Operations, the recording of obligations arising
from the purchase of Franchise Agreements and the settlement of these obligations and payment of dividends and interest.

Overall the non-cash working capital deficit increased by $0.4 million from $1.9 million as at December 31, 2015, to $2.3 million
as at December 31, 2016. The increase in the non-cash working capital deficit resulted primarily from:

¢ Atotal of $0.1 million decrease in prepaid expense and accounts receivable and current portion of notes receivable as a result
of improved collection effort as compared to 2015;

e A $0.7 million increase in the current portion of purchase obligation, resulting from an increase in amounts owing for Franchisee Agreements
for which the Company has not yet fully paid; offset by,

¢ A $0.2 million decrease in current income tax liability; and

¢ A $0.3 million decrease in accounts payables due to timing of payments for operating expenses.
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A summary of the Company’s non-cash working capital is presented below:

($000's) Dec. 31, Sept. 30, June 30, March 31, Dec. 31, Sept. 30, June 30, March 31, Change Change
As at 2016 2016 2016 2016 2015 2015 2015 2015 in Quarter in Year
Current assets
Accounts receivable
and current portion
of notes receivable $ 3,967 | $ 4692 $ 4773 $ 4521 $4,043 $ 5011 $5903 $5345 $ (725) $ (76)
Prepaid expenses 147 142 167 172 202 126 164 179 5 (55)
$ 414 | $ 4834 $ 4940 $ 4,693 $ 4,245 $ 5137 $6,067 $ 5524 $ (7200 $ (131)
Current liabilities
Accounts payable
and accrued liabilities $ 893 | % 1247 $ 1112 $ 1203 $ 1,181 $ 1240 $ 1,213 $ 1,231 $ (354) $ (288)
Debt facilities - - - - - - - - - -
Current portion of
Purchase obligation 3,559 4,787 5,098 7,571 2,824 2,371 1,887 4,404 (1,228) 735
Current income tax liability 435 494 72 67 640 474 86 894 (59) (205)
Interest payable
to Exchangeable
Unitholders 476 476 476 476 476 441 441 423 - -
Dividends payable to
Restricted Voting
Shareholders 1,027 1,027 1,027 1,027 1,027 988 9088 948 - -
6,390 8,031 7,785 10,344 6,148 5,514 4,615 7,900 (1,641) 242
Net working
capital (deficit) $ (2,276) | $ (3,197) $ (2,845) $ (5,651) $(1,903) $ (877) $ 1452  $(2,376) $ 921 $ (373)
Capital Resources
A summary of capital resources available to the Company as at December 31, 2016 and December 31, 2015 is presented below:
(in 000’s)
As at 2016 2015
Cash $ 3,102 $ 5,645
Term Facility - -
Acquisition Facility 9,100 8,100
Operating Facility 5,000 5,000
Net borrowing capacity $ 14,100 $ 13,100
Capital resources $ 17,202 $ 18,745

As at December 31, 2016, $10.9 million of the Acquisition Facility has been drawn by the Company, leaving $14.1 million available under
the debt facilities. This represents an increase of $1.0 million in net borrowing capacity as a result of the Company borrowing $6.0 million
on the Acquisition Facility on January 1, 2016 to fund the acquisition of certain Franchise Agreements from the Manager and repaying

$7.0 million during the Year.

In addition to the capital resources included in the table above, the Company generates substantial CFFO which can be used to fund dividend
payments and interest on Exchangeable Units, to acquire Franchise Agreements and to repay amounts owing under the debt facilities.
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Commitments
The estimated contractual liabilities and their dates of maturity are summarized in the chart below.

Beyond

2017 2018 2019 2019 Total
Accounts payable and accrued liabilities $ 893 $ - 3 - 3 - $ 893
Purchase obligation 3,559 - - - 3,559
Interest payable to Exchangeable Unitholders 476 - - - 476
Dividends payable to shareholders 1,027 - - - 1,027
Interest on debt facilities 2,179 2,179 2,179 363 6,900
Interest rate swap liability - - - 1,114 1114
Term facility - - - 53,000 53,000
Acquisition facility 10,900 10,900
Exchangeable Units - - - 52,477 52,477
Total $ 8134  $ 2179  §$ 2179  §$ 117,854 $§ 130,346

As at December 31, 2016, the Board had approved the acquisition of 51 Franchise Agreements under the Royal LePage brand and

four Franchise Agreements under the Via Capitale brand from the Manager for an estimated purchase price of $8.2 million. A payment
of $6.6 (approximating 80% of the estimated purchase price plus applicable taxes) was paid on January 4, 2017 through a draw on the
Company’s Acquisition Facility. The remaining obligation is to be paid in 2017 when the final purchase price is determined in accordance
with the terms of the MSA.

Off-Balance Sheet Arrangements
The Company has no off-balance sheet arrangements.

Transactions with Related Parties

As at the date of this MD&A, the Company’s interests are ultimately controlled approximately 71.6% by the public and 28.4% by BBP,
primarily through its ownership of the Exchangeable Units of the Partnership and Restricted Voting Shares. The Exchangeable Units
were issued by the Company at its inception to affiliates of BBP as consideration for certain assets purchased from those affiliates.
These assets included the Trademarks and Franchise Agreements related to the business of its Royal LePage residential real estate
brokerage franchise operations.

The Manager operates 24 corporately owned Royal LePage residential Brokerage locations. These locations are serviced by 1,909 REALTORS®
with 1,298 REALTORS® operating out of 14 locations in the GTA market and 611 REALTORS® operating from 9 locations in the GVA market.
All of these Franchise Agreements associated with the Brokerages have been purchased by the Company.

All of these corporately owned operations operate under Franchise Agreements with the standard fixed and variable franchise fees. The GTA
based locations are up for renewal in 2023, while the GVA operations are up for renewal between 2023-2024. Included in the GTA based
Franchise Agreement is an obligation to pay Premium Franchise Fees ranging from 1% to 5% for 11 of the 14 location’s Gross Revenue

to August 2018. The Company does not expect the premium fee revenues to continue beyond August 2018.

The management of the Company is provided by the Manager under the terms of the MSA. The Manager is a company controlled by the
Exchangeable Unitholders. The MSA was effective January 1, 2014, with an initial five-year term and a provision for the automatic renewal
of successive five-year terms. Under the MSA, the Manager provides certain management, administrative and support services to the
Company and its subsidiaries and in return is paid a monthly fee equal to 20% of the distributable cash flow of the Company. The Manager
can earn an additional fee for net organic recruitment growth, which closely aligns the Manager and the Company’s goals with growing
the underlying network of REALTORS®. The MSA also provides the Manager with the ability to sell other branded Canadian franchises
that it may acquire to the Company, based on a pre-determined formula.
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The MSA prescribes the conditions under which the Company purchases Franchise Agreements from the Manager and the formula for
calculating the purchase price. The final purchase price for existing Brands is based on, among other things, the average annual royalties
earned over a specified one-year period, with 80% of the purchase price payable upon acquisition and the remaining balance to be paid
at a later date, subject to adjustment.

On January 1 of each year (or such other time as the Board may deem appropriate), the Company may, subject to approval by the Board
and meeting certain criteria detailed in the MSA, purchase Royal LePage and Via Capitale Franchise Agreements entered into by the Manager
prior to October 31 of the previous year. The acquisition amount is determined in accordance with a formula detailed in the MSA. The acquisition
costs may be satisfied by way of cash or issuance of Exchangeable Units shares of the Company, at the option of the Company.

The related party transactions entered into by the Company were transacted at contracted rates or at exchange amounts approximating
fair market value. A summary of these amounts can be found in Note 13 of the consolidated financial statements.

On January 1, 2016, the Company acquired 33 Franchise Agreements for $6.6 million comprising 459 REALTORS® generating approximately
$1.0 million in annual royalties. A payment of $5.3 million, approximating 80% of the estimated purchase price, plus applicable taxes

was paid on January 8, 2016 through a draw on the Company’s Acquisition Facility. The remainder of the purchase price related to the

27 Franchise Agreements acquired under the Royal LePage Brand was paid on December 28, 2016, while the remaining obligation for

the six Franchise Agreements acquired under the Via Capitale Brand is to be paid after the final purchase price is determined in 2017.

On July 1, 2015, the Company acquired 12 Franchise Agreements for $9.8 million comprising 719 REALTORS®generating approximately
$1.4 million in annual royalties. A payment of $7.8 million, approximating 80% of the estimated purchase, plus applicable taxes was paid
on July 3, 2015 through a draw on the Company’s Acquisition Facility. The remaining obligation is to be paid after the final purchase price
is determined in 2017.

On January 1, 2015, the Company acquired 40 Franchise Agreements for $10.2 million comprising 848 REALTORS® generating
approximately $1.5 million in annual royalties. A payment of $8.1 million, approximating 80% of the estimated purchase price, plus
applicable taxes was paid on January 2, 2015 using cash on hand and a draw of $8.0 million on the Company’s then $10.0 million
Acquisition Facility. The remainder of the purchase price was paid on June 29, 2016.

Critical Accounting Estimates and Assumptions

Substantially all of the Company’s activities are based on cash transactions, with revenue and expenditures based on contracted terms.
The operating activities not based on contractual terms include bad debt expense (which is included in the Company’s administration
costs), and the amortization period of intangible assets.

The Company’s intangible assets are regularly monitored for indications of impairment in the carrying value of these assets.

The preparation of financial statements requires management to select appropriate accounting policies and to make judgments, estimates
and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. In particular, critical accounting
policies and estimates utilized in the normal course of preparing the Company’s consolidated financial statements require the determination
of future cash flows utilized in assessing the fair value and related impairment of intangible assets, determining the useful life of intangible
assets, assessing the recoverability of accounts receivable, measuring deferred income taxes, measuring the fair value of purchase
obligations and Exchangeable Units and fair values used for disclosure purposes.

In making estimates, management relies on external information and observable conditions where possible, supplemented by internal
analysis as required. These estimates have been prepared in a manner consistent with prior periods, and management is not aware
of any trends, commitments, events or uncertainties that will materially affect the methodology or assumptions utilized in these
consolidated financial statements. The estimates are impacted by, among other things, movements in interest rates, which are highly
uncertain. The interrelated nature of these factors prevents management from quantifying the overall impact of these movements

on the Company’s consolidated financial statements in a meaningful way. These sources of estimation uncertainty relate in varying
degrees to virtually all asset and liability account balances.
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CRITICAL JUDGMENTS IN APPLYING ACCOUNTING POLICIES
The following are the critical judgments that have been made in applying the Company’s accounting policies and that have the most
significant effect on the amounts in the financial statements.

Accounting for Franchise Agreements

The critical judgment made in accounting for the acquisition of Franchise Agreements is determining whether the acquisition is considered
the acquisition of assets or a business. In applying the guidance in IFRS 3, Business Combinations (“IFRS 3”), the Company must evaluate
whether the acquisition includes both inputs and processes and, as well, whether the integration of acquired inputs and processes into
current processes of the Company would meet the definition of a business. The Company has evaluated the criteria included in IFRS 3
and determined that the acquisition of Franchise Agreements is an acquisition of assets as no processes are acquired in respect of the
Franchise Agreements. In addition, the Company must apply judgment with respect to the accounting for the purchase obligation in
connection with the purchase of Franchise Agreements. The Company has determined that the purchase obligation is an embedded
derivative instrument in a non-financial host contract, whereby the value changes in response to changes in the estimated royalty
expected to be earned under the Franchise Agreement and the actual royalty earned during the determination period. The Company
records any change in the fair value of this financial liability in the consolidated statement of earnings and comprehensive income.

Impairment of Intangible Assets

Under IAS 36, Impairment of Assets, the Company ensures that the carrying value of intangible assets are not more than their recoverable
amount (i.e. the higher of; a) fair value less costs of disposal, and b) value-in-use). The Company regularly reviews intangible assets to
determine whether indicators of impairment exist on individual Franchise Agreements and Trademarks. When reviewing indicators of
impairment for Franchise Agreements, the Company considers certain factors including, royalties earned, term to maturity, historical
REALTORE® count, collectability of receivables and underlying market conditions. Where indicators of impairment exist, the Company
recognizes impairment charges if the carrying amount of a Franchise Agreement exceeds its recoverable amount or when the recovery

of the carrying amount is no longer reasonably assured.

Financial Instruments

The Company’s financial instruments consist of cash, accounts receivable, notes receivable, accounts payable and accrued liabilities,
purchase obligation, current income tax liability, interest payable to Exchangeable Unitholders, dividends payable to shareholders

of Restricted Voting Shares, debt facilities, interest rate swap liability and Exchangeable Unit liability.

The Company is exposed to credit risk with respect to accounts and notes receivable to the extent that any Franchisees are unable to pay
their fees. The Company’s credit risk is limited to the recorded amount of accounts and notes receivable. Management reviews the financial
position of all Franchisees during the application process and closely monitors outstanding amounts receivable on an ongoing basis.

On October 27, 2014, the Company entered into an interest rate swap arrangement to fix the interest rate on the Company’s $53.0 million
Term Facility at 3.64% to October 28, 2019. The Company’s Term Facility matures on February 17, 2020.

The Company is exposed to the risk of interest rate fluctuations on its $20.0 million Acquisition Facility and $5.0 million Operating Facility
as the interest rates on these facilities are based on Prime or Banker Acceptance interest rates. As at December 31, 2016, the Company
has drawn $10.9 million on the Acquisition Facility, and nil on the Operating Facility.

Disclosure Controls and Internal Controls over Financial Reporting

The Company takes all necessary steps to ensure that material information regarding the Company’s reports filed or submitted under
securities legislation fairly presents the financial information of the Company. Responsibility for this resides with management, including
the President and Chief Executive Officer and the Chief Financial Officer. Management is responsible for establishing, maintaining and
evaluating disclosure controls and procedures as well as internal control over financial reporting.

DISCLOSURE CONTROLS AND PROCEDURES (“DC&P")

The evaluation of the effectiveness of DC&P, as defined in National Instrument 52-109 Certification of Disclosures in Issuers’ Annual
and Interim Filings, was performed under the supervision of the President and Chief Executive Officer and the Chief Financial Officer.
They conclude that these DC&P were adequate and effective as at December 31, 2016. The Company’s management can therefore
provide reasonable assurance that it receives material information relating to the Company in a timely manner so that it can provide
investors with complete and reliable information.
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INTERNAL CONTROL OVER FINANCIAL REPORTING (“ICFR")

Management has designed ICFR to provide reasonable assurance that the Company’s financial reporting is reliable and that the Company’s
consolidated financial statements were prepared in accordance with IFRS. The design and effectiveness of ICFR was evaluated as defined
in National Instrument 52-109 under the supervision of the President and Chief Executive Officer and the Chief Financial Officer. Based on
the evaluations, they conclude that ICFR is adequate and effective to provide such assurance as at December 31, 2016. The design of
ICFR is undertaken in accordance with the 1992 COSO framework.

Outstanding Restricted Voting Shares

BRESI is authorized to issue an unlimited number of Restricted Voting Shares, an unlimited number of preferred shares and one
Special Voting Share. As of December 31, 2016 BRESI has issued 9,483,850 Restricted Voting Shares, no preferred shares
and one Special Voting Share.

Each Restricted Voting Share represents a proportionate voting right in BRESI, and holders of BRESI’s Restricted Voting Shares
are entitled to dividends declared and distributed by BRESI.

The Special Voting Share is owned by BBP and represents the proportionate voting rights of Exchangeable Unitholders in the Company.
The Special Voting Share is not eligible to receive dividends and can be redeemed at $0.01 per share.

Risk Factors

Risks related to the residential real estate brokerage industry and the business of the Company are outlined in the Company’s Annual
Information Form, which is available at www.sedar.com and on the Company’s website at www.brookfieldresinc.com under Investor
Centre/Other Disclosure Reports. Additional discussion regarding these risks as appropriate is provided in this MD&A.

Forward-Looking Statements
This MD&A contains forward-looking information and other “forward-looking statements” within the meaning of applicable securities

n o« » o« » o« » o«

legislation. Words such as “outlook”, “believe(s)”, “further”, “growth”, “will”, “forecast”, “objective”, “continue”, “determine”, “ongoing”,
“foreseeable”, “maintain”, “seeks”, “strive”, “momentum”, “expects”, “anticipates”, “increase”, “near-term”, “signs”, “experiencing”,
“uncertainty”, “extended” and other expressions that are predictions of or could indicate future events and trends and that do not relate to
historical matters, identify forward-looking statements. Reliance should not be placed on forward-looking statements because they involve
known and unknown risks, uncertainties and other factors that may cause the actual results, performance or achievements of the
Company to differ materially from anticipated future results, performance or achievement expressed or implied by such forward-looking
statements. Factors that could cause actual results to differ materially from those indicated in the forward looking statements include, but
are not limited to: a change in general economic conditions (including interest rates, consumer confidence, commodity prices and other
general economic factors or indicators), the level of residential real estate transactions, the availability of attractive investment
opportunities, the average rate of commissions charged, competition from other real estate brokers or from discount and/or Internet-
based real estate alternatives, the closing of existing real estate brokerage offices, other developments in the residential real estate
brokerage industry or the Company that reduce the number of REALTORS® in the Company’s Network or royalty revenue from the
Company’s Network, availability to generate sufficient cash flows in the future to pay dividends to shareholders of Restricted Voting Shares
and interest to Exchangeable Unitholders, ability to renew and/or extend Franchise Agreements, the ability to maintain brand equity
through the use of trademarks, the methods used by shareholders or analysts to evaluate the value of the Company and its publicly traded
securities, the availability of equity and debt financing, a change in tax law or regulations, and other risks detailed in the Company’s annual
information form, which is filed with securities commissions and posted on SEDAR at www.sedar.com. Forward-looking information is
based on various material factors or assumptions, which are based on information currently available to management. Material factors or
assumptions that were applied in drawing conclusions or making estimates set out in the forward-looking statements include, but are not
limited to: anticipated economic conditions, anticipated impact of government policies, anticipated financial performance, anticipated
market conditions, business prospects, the successful execution of the Company’s business strategies, regulatory developments and the
ability to obtain financing on acceptable terms. The factors underlying current expectations are dynamic and subject to change. Although
the forward-looking statements contained in this MD&A are based upon what management believes are reasonable assumptions, the
Company cannot assure readers that actual results will be consistent with these forward-looking statements. The forward-looking
statements in this MD&A are made as of the date of this MD&A and the Company undertakes no obligation to publicly update or revise
any forward-looking statements, whether as a result of new information, future events or otherwise, except as required by law.
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SUPPLEMENTAL INFORMATION - DIVIDENDS DECLARED HISTORY

(per Restricted Voting Share*)

Month Declared 2008 2009 2010 2011 2012 2013 2014 2015 2016
January $ 01040 $ 01170 $ 01170 $0.0920 $ 0.0920 $0.0920 $ 0.1000 $0.1000 $0.1083
February $ 01040 $ 01170 $ 01170 $0.0920 $ 0.0920 $0.0920 $ 0.1000 $ 01000 $0.1083
March $ 01040 $ 014170 $ 014170 $0.0920 $ 0.0920 $0.0920 $ 0.1000 $0.1000 $0.1083
April $ 01040 $ 01170 $ 0.1170 $0.0920 $ 0.0920 $0.0920 $ 0.1000 $0.1000 $0.1083
May $ 01040 $ 01170 $ 01170 $0.0920 $ 0.0920 $0.0920 $ 0.1000 $0.1000 $0.1083
June $ 01040 $ 014170 $ 01170 $0.0920 $ 0.0920 $0.0920 $ 0.1000 $ 0.1042 $0.1083
July $ 01040 $ 01170 $ 01170 $0.0920 $ 0.0920 $0.0920 $ 0.1000 $ 0.1042 $0.1083
August $ 01170 $ 01170 $ 01170 $0.0920 $ 0.0920 $0.0920 $ 01000 $ 0.1042 $0.1083
September $ 01170 $ 01170 $ 01170 $0.0920 $ 0.0920 $0.0920 $ 01000 $ 0.1042 $0.1083
October $ 01170 $ 014170 $ 01170 $0.0920 $ 0.0920 $0.0920 $ 0.1000 $ 0.1042 $0.1083
November $ 01170 $ 01170 $ 01170 $0.0920 $ 0.0920 $0.0920 $ 01000 $ 0.1042 $0.1083
December $ 01170 $ 01570 $ 0.3170 $0.0920 $ 0.0920 $0.0920 $ 0.1000 $0.1083 $0.1083
$ 1.3126 $ 1.4436 $1.6036 $ 11040 $ 11040 $ 11040 $ 1.2000 $1.2335 $1.2996
*Amounts declared prior to 2011 represent distributions declared to unitholders, prior to the Company’s re-organization from an income trust to a corporate structure
on December 31, 2010.
Supplemental Information — Share Performance
(in Canadian dollars)
except shares outstanding
and average daily volume Mar. 31, June 30, Sept. 30, Dec. 31, Mar. 31, June 30, Sept. 30, Dec. 31,
For three months ended, 2015 2015 2015 2015 2016 2016 2016 2016
Trading price range of units (TSX: “BRE”)
Close $ 1415 $ 1503 $ 1345 $ 1466 $ 1452 $ 1498 $ 1660 $ 15.77
High $ 1468 $ 1525 § 1525 § 1508 $§ 1500 $ 1570 $ 1698 $ 16.72
Low $ 1402 $ 1382 $ 1325 § 1326 $ 1321 $§ 1430 $ 1492 $ 14.90
Average daily volume 20,818 13,070 5,318 4,304 5,319 7,030 9,733 7,623
Number of Restricted Voting Shares
outstanding at period end 9,483,850 9,483,850 9,483,850 9,483,850 9,483,850 9,483,850 9,483,850 9,483,850
Market capitalization $ 181,283 $ 192,557 $ 172,315 $ 187,817 $ 186,023 $ 191,917 $ 212,671 $202,076
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Supplemental Information — Canadian Residential Real Estate Market

Mar. 31, June 30, Sept. 30, Dec. 31, Mar. 31, June 30, Sept. 30, Dec. 31,
For three months ended 2015 2015 2015 2015 2016 2016 2016 2016
Canada
Transaction dollar volume! $ 43,233 $ 74,202 $ 58,668 $ 48,130 $ 56,860 $ 90,569 $ 65,643 $ 49,891
Average selling price $ 428177 $ 451,666 $433,884 $454,644 $498,261 $506,921 $ 470,259 $480,891
Number of units sold 100,970 164,285 135,216 105,863 114,117 178,664 139,590 103,747
Number of REALTORS® at period end? 111,424 112,498 113,499 114,664 115,835 117,839 119,514 121,212
Housing starts 33,599 48,355 52,738 46,906 35,602 49,222 49,573 46,250
Greater Toronto Area
Transaction dollar volume' $ 11673 $ 22457 $ 15984 $ 13,238 $ 15277 $ 28,032 $ 21,403 $ 17,990
Average selling price $594,560 $ 641,610 $ 612,930 $626,384 $ 675406 $ 746,505 $ 725,771 $ 747,559
Number of units sold 19,633 35,001 26,078 21,134 22,619 37,551 29,490 24,065
Housing starts 8,236 10,987 12,500 10,564 9,412 10,069 9,614 13,192
Greater Vancouver Area
Transaction dollar volume' $ 8028 $ 11678 $ 9524 $ 9721 $ 13280 $ 15150 $ 7446 $ 5,708
Average selling price $ 873,748 $909,289 $ 874,403 $950,988 $1,094,897 $1,058,700 $ 912,612 $908,628
Number of units sold 9,188 12,843 10,892 10,222 12,129 14,310 8,159 6,282
Housing starts 4,283 5,655 5,298 5,627 7,081 7,759 7,358 5,716
Greater Montreal Area
Transaction dollar volume' $ 3158 $ 4246 $ 2640 $ 2,780 $ 3523 $ 4413 $ 2918 $ 2,224
Average selling price $326,004 $ 337,815 $345,053 $346,288 $332,327 $ 346,743 $360,648 $360,778
Number of units sold 9,687 12,569 7,651 8,028 10,601 12,727 8,091 6,091
Housing starts 2,148 4,526 6,588 5,482 2,791 4,719 5,748 4,576
" (in millions Canadian dollars)
2 CREA Membership data as of December 31, 2016
Source: CREA, CMHC, TREB

Mar. 31, June 30, Sept. 30, Dec. 31, Mar. 31, June 30, Sept. 30, Dec. 31,
For twelve months ended 2015 2015 2015 2015 2016 2016 2016 2016
Canada
Transaction dollar volume! $200,898 $ 211,704 $ 217,459 $ 224,233 $ 237,860 $254,227 $ 261,202 $262,963
Average selling price $ 413,875 $426,533 $ 434,610 $442,856 $ 457,880 $ 476,205 $485,295 $490,495
Number of units sold 485,407 496,337 500,354 506,334 519,481 533,860 538,234 536,118
Housing starts 173,472 173,043 178,128 181,598 188,601 184,468 181,303 180,647
Greater Toronto Area
Transaction dollar volume! $ 54660 $ 59,233 $ 61,381 $ 63,352 $ 66,956 $ 72,531 $ 77950 $ 82,702
Average selling price $ 575,587 $598,313 $ 612,408 $622,037 $638,698 $ 675448 $703,558 $ 727,210
Number of units sold 94,964 99,000 100,229 101,846 104,832 107,382 110,794 113,725
Housing starts 34,693 37,122 43,001 42,287 43,463 42,545 39,659 42,287
Greater Vancouver Area
Transaction dollar volume' 29,604 33,343 35618 $ 38,951 $ 44,203 $ 47675 $ 45597 $ 41,584
Average selling price $826,696 $ 859,799 $873,504 $ 902,793 $ 959,142 $1,002,566 $1,017,336 $1,017,221
Number of units sold 35,810 38,780 40,776 43,145 46,0286 47,553 44,820 40,880
Housing starts 19,122 20,040 19,807 20,863 23,661 25,765 27,825 27,914
Greater Montreal Area
Transaction dollar volume' $ 11,884 $ 12402 $ 12609 $ 12,824 $ 13,189 $ 13,356 $ 13,634 $ 13,078
Average selling price $ 331,696 $335443 $338,097 $338,052 $339,494 $342,400 §$ 345628 $348,654
Number of units sold 35,828 36,972 37,294 37,935 38,849 39,007 39,447 37,510
Housing starts 17,435 16,573 18,906 18,744 19,387 19,580 18,740 17,834

' (in millions Canadian dollars)
Source: CREA, CMHC, TREB
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Supplemental Information — Cash Flow from Operations
CASH FLOW FROM OPERATIONS AND ITSUTILIZATION SINCE COMPANY INCEPTION

Canadian
IFRS GAAP
Year Year Year Jan. 1, Aug.7,
ended ended ended 2010 to 2003 to
Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,
($000s) Total 2016 2015 2014 2013 2009
Royalties $ 456,954 $ 42,436 | $ 39,859 $§ 37,8392 $§ 146,137 | $ 191,130
Less:
Administration 14,503 1,058 1,286 1,626 6,141 4,392
Management fee 83,205 7,754 7,229 6,469 26,909 34,844
Interest Expense 35,828 2,606 2,428 3,419 11,943 15,432
Cash flow from operations 323,418 31,018 28,916 25,878 101,144 136,462
Less:
Dividends to shareholders 160,879 12,325 11,619 11,305 48,759 76,871
Interest to Exchangeable Unitholders 62,780 5,710 5,434 5,856 19,953 25,827
Total equity distributions 223,659 18,035 17,053 17,161 68,712 102,698
Cash flow from operations less total dividends 99,758 12,983 11,863 8,717 32,432 33,764
Less: Funding of acquisitions 80,017 9,429 18,150 5,998 21,296 25,144
Less: Purchase of units under NCIB 4,096 - - - - 4,096
Net change in the Period $ 15645 $ 3554 | $ (6287) $ 2719 $ 11136 | $ 4,524
Taxes and working capital (12,543) (6,097) 8,880 (3,300) (14,345) 2,318
Change in period $ 3102 $ (2,543) | $ 2593 $ (581) $ (3,209) | $ 6,842
Cash balance, beginning of the Year $ - $ 5645 |$ 3052 $ 3633 $ 6842 | $ -
Cash balance, end of the Year $ 3102 $ 3102 |$ 5645 $ 3052 $ 3633 | $ 6,842
Equity Distributions payment rate ' 69% 58% 59% 66% 68% 75%
" This represents the total equity distributions paid as a percentage of Cash Flow from Operations.
CASH FLOW FROM OPERATING ACTIVITIES RECONCILED TO CASH FLOW FROM OPERATIONS
Canadian
IFRS GAAP
Year Year Year Jan. 1, Aug.7,
ended ended ended 2010 to 2003 to
Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,
($000s) Total 2016 2015 2014 2013 2009
Cash flow from
operating activities $ 246,816 $ 20,148 | $ 20433 $ 16,957 $ 52,489 | $ 136,789
Add (deduct):
Changes in non-cash working capital items 1,394 111 (1,045) 127 1,433 768
Interest on Exchangeable Units 36,953 5,710 5,434 5,856 19,953 -
Income taxes paid 24,511 5,098 4137 3,201 12,075 -
Interest on Trust units 15,212 - - - 15,212 -
Non-cash interest expense (1,468) (49) (43) (263) (18) (1,095)
Cash Flow from Opeartions $ 323418 $ 31,018 | $ 28916 $§ 25878 $§ 101,144 | $ 136,462
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Supplemental Information -Selected Operating Information

Mar. 31, June 30, Sept. 30, Dec 31, Mar. 31, June 30, Sept. 30, Dec 31,
As at 2015 2015 2015 2015 2016 2016 2016 2016
Number of REALTORS® 16,206 16,105 16,826 16,794 17,320 17,405 17,538 17,580
Number of locations 668 660 670 662 670 670 668 667
Number of franchise agreements 312 301 322 305 308 303 302 297
Supplemental Information - Acquisitions
Year acquired by the Company
($ millions) except number of REALTORS® 2016 2015 2014 2013 2012 2011 2010
Estimate purchase price
Royal LePage $ 60 $ 193 $ 61 $ 60 $ 19 $ 2.5 4.2
Via Capitale 0.6 0.7 0.2 0.7 1.0 1.0 1.0
$ 66 $ 200 $ 63 $ 67 $ 29 § 3.5 5.2
Actual purchase price
Royal LePage $ 6.2 (@ ¢ 71 $ 58 $ 19 $ 2.5 4.2
Via Capitale (a) 0.6 (a),(b) 0.9 0.8 0.8 1.1
(a) @ $ 71 0% 67 $ 27  $ 3.3 5.3
Acquired REALTORS®
Royal LePage 419 1,530 484 462 145 188 343
Via Capitale 40 a7 9 54 72 59 74
459 1,577 493 516 217 247 417

(a) Actual purchase price determined is subject to audit of incremental cash flows earned.
(b) Actual purchase price for Via Capitale is determined over a three year period for acquisitions made prior to January 1, 2015.
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GLOSSARY OF TERMS

“BBP” means Brookfield BBP (Canada) Holdings LP, a limited partnership governed by the laws of Ontario and a subsidiary
of Brookfield Business Partners LP, together with its affiliates but excluding the Manager and the subsidiaries of the Manager.

“Brands” means the real estate services brands owned or controlled by BRESI namely, Royal LePage, Johnston & Daniel and Via Capitale.
“BRESI” means Brookfield Real Estate Services Inc., a corporation incorporated under the laws of the Province of Ontario.
“Broker” means a REALTOR® who is licensed with the relevant regulatory body to manage a Brokerage.

“Broker-Owner” means the individual or a controlling group of individuals who have entered into Franchise Agreements to provide
services under the Royal LePage, Johnston & Daniel or Via Capitale brands and are licensed with the relevant regulatory body
to manage a Brokerage.

“Brokerage” means a real estate brokerage company, usually owned or controlled by a Broker, which may operate one
or more offices or divisions.

“Cash Flow from Operations” or “CFFO” means operating income before deducting amortization and impairment of intangible
assets. CFFO is used by the Company to measure the amount of cash generated from operations, which is available to the Company’s
shareholders on a diluted basis, where such dilution represents the total number of shares of the Company that would be outstanding

if Exchangeable Unitholders converted Class B LP units into Restricted Voting Shares. The Company uses CFFO to assess its operating
results and the value of its business and believes that many of its shareholders and analysts also find this measure of value to them.
CFFO does not have any standard meaning prescribed by IFRS and therefore may not be comparable to similar measures presented

by other companies.

“Company” means BRESI, together with its subsidiaries.
“Company Network” means collectively the Royal LePage Network and the Via Capitale Network.

“Exchangeable Units” means the 3,327,667 Class B LP Units the Partnership issued at the inception of the Company to an affiliate of
BBP in partial consideration for the Partnership’s acquisition of the assets of the Partnership from that affiliate. The Class B LP Units,
except as otherwise noted, have economic and voting rights equivalent in all material respects to the Class A LP Units. The Class B LP
Units are indirectly exchangeable, on a one-for-one basis, subject to adjustment, for Restricted Voting Shares.

“Franchise” means a residential real estate Brokerage franchise operated pursuant to a Franchise Agreement with the Manager’s
comprehensive systems consisting of proprietary technological, marketing, promotional, communication and support systems.

“Franchise Agreements” means the franchise agreements and addendums thereto pursuant to which Brokerage offices offer residential
brokerage services to their REALTORS®, including use of the Trademarks.

“Franchisees” means Brokerages which pay franchise fees under the Franchise Agreements.
“Franchise Network” means the Royal LePage Network and the Via Capitale Network.

“General Partner” means Residential Income Fund General Partner Limited, a corporation incorporated under the laws of the Province of
Ontario to be the general partner of the Partnership and a subsidiary of the Company.

“Gross Revenue” means, in respect of a Franchisee, the gross commission income (net of payments to cooperating Brokerages)
paid in respect of the closings of residential resale real estate transactions through REALTORS® associated with such Franchisee.

“International Financial Reporting Standards” or “IFRS” means a set of accounting standards developed by an independent,
not-for-profit organization called the International Accounting Standards Board (IASB). IFRS is a global framework that provides general
guidance for the preparation of financial statements and its disclosure to the public to convey measurable and comparable financial information.

“Interest Rate Swap” means the financial arrangement entered into with a Canadian Chartered Bank on October 27, 2014 to fix the
interest rate on the Company’s $53.0 million Term Facility at 3.64% to October 28, 2019. The fluctuation of the fair value of the Interest
Rate Swap is primarily driven by the change in the expected variable interest rate yield curve from the expected variable interest rate yield
curve at the inception of the financial arrangement.
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“Management Services Agreement” or “MSA” means the third amended and restated management services agreement,

made effective January 1, 2014 between the Company and the Manager, together with any amendments thereto, pursuant to which,
among other things, the Manager provides management and administrative services to the Company, including management of the
assets of the Company.

“Manager” means Brookfield Real Estate Services Manager Limited, a corporation incorporated under the laws of the Province of Ontario
and an indirectly, wholly-owned subsidiary of BBP, together with its subsidiaries. The Manager provides management and administrative
services to the Company, including management of the assets of the Company.

“Network” means the collection of Brokerages which operate under one of the Brands controlled by the Company.

“Partnership” means Residential Income Fund L.P,, a limited partnership established under the laws of the Province of Ontario,
and a subsidiary of BRESI.

“Premium Franchise Fees” means franchise fees that are collected on certain Franchise locations to reflect the premium locations
(principally the Greater Toronto Area) in which such Franchises operate. The premium fee payable is in addition to the basic fixed fee
and the basic variable fee as an uncapped amount ranging from 1% to 5% (based on location) of the REALTORS® Gross Revenue.

“REALTOR®” and “REALTORS®” are the exclusive designation for a member/members of The Canadian Real Estate Association
and are defined as an individual/group of individuals licensed to trade in real estate.

“Restricted Voting Share(s)” means the restricted voting shares in the capital of BRESI.
“Royal LePage” means a nationally recognized real estate Brand controlled by the Company.
“Royal LePage Network” means the network of Franchisees operating under the Royal LePage & Johnston and Daniel Brands.

“Special Voting Share” means the share of BRESI issued to the holder of the Exchangeable Units to represent voting rights
in BRESI proportionate to the number of votes the Exchangeable Unitholders would obtain if they converted their Exchangeable Units
to Restricted Voting Shares.

“System for Electronic Document Analysis and Retrieval” or “SEDAR” means a Canadian mandatory document filing and retrieval
system for all Canadian public companies where documents such as prospectuses, financial statements and material change reports
are filed and are accessible by the public to further the goal of transparency and full disclosure.

“Team” means as a group of REALTORS® who work together and market themselves as part of a team rather than as individual REALTORS®.
“Trademarks” means the trade-mark rights related to BRESI’s business.

“Via Capitale” means a real estate Brand controlled by the Company which operates primarily in the province of Quebec.

“Via Capitale Network” means the network of Franchisees operating under the Via Capitale Brand.

“VCLP” means 9120 Real Estate Network, L.P./Réseau Immobilier 9120 S.E.C., a limited partnership established under the laws
of the Province of Quebec, and a subsidiary of the Corporation.
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