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ITEM 1.01 Entry Into a Material Definitive Agreement

On February 23, 2005, the Executive Compensation Committee of the Board of Directors of
Associated Estates Realty Corporation (the "Company") established the terms of the Company's annual
incentive compensation plan for fiscal year 2005.  The plan is intended to provide incentives to officers of
the Company, including the Company's executive officers, for achieving certain performance goals based
on net operating income ("NOI") benchmarks.  Each executive officer has a target bonus amount equal to
a percentage of base salary as follows: Jeffrey I. Friedman, Chairman of the Board and Chief Executive
Officer-80%; John Shannon, Senior Vice President, Operations-60%; Martin Fishman, Vice President,
General Counsel and Secretary-40% and Lou Fatica, Vice President, Treasurer and Chief Financial Officer-
40%.  The potential payout ranges from 50-150% of the target amount; however, no bonus awards will be
paid unless the Company achieves a specified NOI threshold.  Bonuses, if earned, are paid in the form of
75% cash and 25% restricted shares of the Company.

Bonus awards are approved by the Executive Compensation Committee following approval by the
Company's Audit Committee of the annual NOI amount.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned hereunto duly authorized.

ASSOCIATED ESTATES REALTY CORPORATION

March 1, 2005 /s/ Lou Fatica
(Date) Lou Fatica, Vice President, 

Chief Financial Officer and Treasurer


