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Though Price Legacy Corporation is a new company
with a new name, much of our management team has
worked together for more than 15 years. Our history
in the public markets and experience on the NASDAQ,
New York, and American Stock Exchanges gives us a
unique advantage in today’s business environment.
Together, we have steadily grown in the midst of
economic and market fluctuations.

As a company, we consider our employees to be
among our greatest assets. Their wealth of real estate
experience and understanding of the basic principles

of real estate investment is a tremendous advantage.
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Who Are We

Price Legacy Corporation is a real estate investment trust (REIT)
that acquires, manages, develops and sells open-air retail
shopping centers. By adhering to the basic principles of real estate
investment, we hope to consistently produce a strong, stable

income stream that translates into favorable sharcholder returns.

Our Mission

We believe sharcholder value is best built on the basic fundamentals
of stability and growth. Our mission is to continue controiled and
stable growth through the judicious and timely acquisition,
management, development and disposition of open-air retail
properties, thus trying to maintain year-to-year profitability and

enhanced shareholder value.




Gary B. Sabin
Chief Executive Officer

The events of September 11, 2001 shocked and
saddened our nation. Our enemies hoped to create
fear that would divide us but we pulled together in
the face of their terror, setting an example of unity
and strength for the entire world. The attacks
recommitted us to the core fundamentals of freedom
basic to our Constitution, and we now face the
future with a firm resolve to preserve human liberty
for the generations that will follow us.

Though business issues pale considerably in
comparison to the events of September 11, the
demands of life continue. As we face the current
economic environment, we as a company are resolving
to refocus on the basic fundamentals of our business.
In the past, our commitment to successfully acquiring,
developing, managing and selling open-air retail
shopping centers provided the highest and most
dependable returns year after year. We believe that
by sharpening our focus on the basics of the open-air
retail business, we will be able to consistently ofter
solid returns regardless of the economic environ-
ment. We are pleased to report our progress toward
this goal in 2001 and unfold our strategy for 2002
and beyond. We believe our focus on fundamentals,.

combined with our exceptional property portfolio

and a management team with 15 to 25 years

experience together will create a powerful income-
producing package for our shareholders.

The REIT Modernization Act, which became
effective January 1, 2001, enabled a real estate
investment trust (REIT) to own a C-Corporation.
This new law provided us with a key opportunity
to simplify our corporate structure and focus our

energies on the basics of our business. On

September 18, 2001, we merged Price Enterprises,
Inc. with Excel Legacy Corporation to form Price
Legacy Corporation. This merger increases our
visibility in capital markets, provides a much
stronger credit profile to the lending community, and
makes us more competitive in property acquisitions.

Excel Legacy Holdings, a taxable REIT
subsidiary, was also formed as a result of the merger
process and will provide additional opportunities
for Price Legacy.

In addition to the merger, we strengthened the
company’s balance sheet in 2001 by obtaining a new
$100 million unsecured credit facility. We also
increased our equity by $155 million through a
combination of converting debt to the company’s
Series A Perpetual Preferred stock and issuing a
new Series B Convertible Preferred stock. The

primary buyer of this new Series B issue was
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Warburg Pincus Equity Partners, L.P, a large
international investment firm with a solid history
and reputation. We are pleased to welcome them as
major sharcholders and partners.

In order to position the company for future
growth, we determined in 2001 to focus our energy
on the business sector that has proven the most
successful. As we analyzed our efforts over the past
25 years, we found our highest risk-adjusted
returns have been in the “big box” (e.g., Wal-Mart,
Home Depot, Safeway, etc.) and “pad” (e.g., fast
food restaurants, banks, etc.) arena, with a few
shops sprinkled in between. As a result of this
study, we will focus our energy in 2002 and beyond
on growing this portion of the business.

With the extraordinary economic backdrop of the
current interest rates, we believe that acquiring
existing properties will prove to be extremely
profitable. [nterest rates were reduced 11 times
during 2001, creating an unprecedented spread
between the rates of return offered by high-quality
acquisitions and the low mortgage rates available to
finance them. The company will apply the basic
fundamentals of successful property acquisition to

take maximum advantage of this unique situation,




acquiring high-quality properties that promise a
sustainable income stream.

In 2001, the company identified approximately
$400 million of non-core assets, which it plans to sell.
These assets include almost $200 million of non-
revenue-generating properties whose proceeds will
be redeployed into income-producing properties.
Combined with the company’s completion of certain
development projects, this redistribution of assets
should dramatically increase the company’s revenue
and enhance its profitability. Certain of these asset
sales have already transpired allowing for several
attractive acquisitions to take place, including seven
high-quality open-air retail centers in Florida and
Arizona. We are also pleased with the results of two
completed development projects this year in Oregon
and Kentucky.

Our management team is poised to profitably
manage open-air retail properties. An experienced
team capable of successfully redeveloping and
releasing “box and pad” assets is essential, given the
present flood of retail bankruptcies. Our team
understands that the demand produced by a desirable

location is the best guarantee of tenant occupancy

and a steady income stream.
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The people associated with Price Legacy are among
our most valuable assets. Many of them have been
with us for 15 to 25 years, and the value of their
experience is immeasurable. As our business princi-
ples indicate, our mission is to deliver above-average
returns for our shareholders without compromising
the integrity and reputation of the company or the
trust and respect of those with whom we conduct

SMILLIoNs OPERATING INCOME business. Our team is committed to delivering on
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on the basic building blocks of profitability should

serve us well in the future. The company, with

approximately $1.2 billion in assets and 55 properties
in 13 states, is well positioned for future growth.
Although Wall Street has taken longer than we
hoped to recognize the value of the company, we

believe the assets we are assembling will soon

speak for themselves.

Thank you for your continued support.

-
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[ Chief Executive Officer
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A large part of the company’s past success has been
spurred by its entrepreneurial edge. Through careful,
flexible management, the company has taken
advantage of the current real estate laws to implement
the most effective business structure for growth. On
January 1, 2001, the REIT Modernization Act enabled
a REIT to own a C-Corporation. On September 18,
2001, the company took advantage of this law by
merging Price Enterprises, Inc. (a REIT) with Excel
Legacy Corporation (a C-Corporation) to form Price
Legacy Corporation. The merger created a simplified
structure for Price Legacy Corporation and enabled it

to perform a wide range of real estate transactions.
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Property Portfolio

Our experience reinforces time and again the basic principle that
location largely determines the success of any real estate investment.
Knowing this, we acquire only exceptionally located properties that
promise sustainable returns. As a result, our properties enjoy a
consistently high occupancy rate nationwide. Because we offer the
best locations in our markets, our properties are often attractive to
national tenants with investment-grade credit ratings who often
sign long-term leases. We believe this combination of growth and
stability will produce a stable, predictable income stream year after
year. Our property portfolio also indicates the geographic diversity
of our assets, which we believe better shields us against regional

economic challenges wherever they arise.




Stanford Ranch Crossin

Rosev

cCaliforaia, ™ " . :

N




Retail Properties City State Acquired GLA Leased GLA | %Occupied Anchor Owned Anchors Not Owned

I Tucson Marana AZ 1999 40,087 40 087 100.0% PETS\/IART Costuo. Home DCpot

3 Mesa Pavilions  Mesa Taz | oo 307719 | 252005 | s21% Circuit City, PETSMART | Costco, Kmare, Target
|3 BrioRoasingFork  Scowsdale | AZ 1998 3700 | 3700 | 1000% | Rearing Fork Restaurant
L4 SwdioB Scowsdale | AZ wes | 2200 | 2200 100.0% | Studio B o
|5 The c;m—;e{'” ) ) Tcr‘n‘pc“‘ o W;az ’”zd@lmjm 247,995 243 /95:_:“683%‘ Cireuit Ciry, JCPenney | WalMant »
! 6 Chuh me/R'mcho del Rey Chula Vista B ‘éA 1993 6,700 ) 6,700 100.0% TSL‘)-rger King ] Costco o

7 Inglewood ) ‘W{-nigilewood CA 98¢ | 119,880 119880 | 100.0% House2Home Costca

8 Northndg,; T Northride ca | ess | 2o | 2200 1000% | Barnes & Noble | Coswo

9 San DJego/Ra.ncho San f)xeuo R. San D,egwo‘ 1 ca 1998 98,396 0839 | 100.0% Ross. Rite Aid, Petco -

10 Redwood City Redwood City ca 1987 | 49429 49429 1000% | Orchard Supply Hardware oo

il kmevine ‘‘‘‘‘‘‘ " Roseville ca | 188, 493 | 188493 100.0% | The Sports Authority, Staples " Costeo, Home Depot

12 éan Dlsco/CaNm;l ’\1oumam Sa;x Di;go CA M‘B‘i AAAAA i 35 000 33,500 95.7% Claim }lepe} o ' Co-smc ’ -

13 Sm Dlego/\lorena San Diego CA 1981 322,238 31432387« 97.5% 7 Costeo ’ - :

14 <m Jluanmpxstrmo o ‘Q;‘l:;r} Cap ca 1987 56436 | 6436 | 100.0% PETsMART, Staples Cosco
] 5 Slgnal I ngnal Hil A 1991 154750 | 154,750 100.0% | Home Depor, PETsMART | Costco |
L 16 '\'ev\ « Britain ' Nesw Britain or 1982 112,400 112,400 100.0% Wal-Marr 0 ;

17 Cvpress Creek ’ ) Ft L;\;;er‘dale FVI:‘”—T 2001 225,034 ' 718 034 : Ty Re},al Cmemas thcc Dcpot i o M*
T 18 O1Lw00d Plare  Holljweod | FL | 2000 | sesse3 | 62725 Home Degor. Dave&Buscch ) “
‘ 19 Kendale Lakes Plaza ~ Miami L 200t 404553 403428 Krnart, PETSMART
1 20 Cros< Cr»untn qucc ; ; W Palm Beach B FL "7 N %00] 357‘,%42»]» ) 346,900 97.0% I\m_grt V\mn Dme Ross ) o ) B

21 Millenia Plazarl - Orlando F‘LHA ‘ 2001 404’42'7"’“" 28ﬂ8,717 ’ >71.4;2’7 e Home Expo, Lineas ' \ Thmg;“ ‘ - S
% 22 Grcensburg T Greensburg ) IN ‘ 2001 572,893 2()9.69} 98.8% \’\71\1 Mart
S TerrcH1ute~“h Terre Haute N | 2000 104,259 104259 | 1000% Lowe's i )
| 24 GlnBumie  GlenBumie | MD | (985 | 154661 | 136931 | 885% | The Sports Authoricy, PETOMART | Costeo, Home Depar

25 Moor;s[c;vnm 7 V A\'I';pvke Shade N]J 1989 >2(J17.331 66,7153 329% Thc Sports Authorxty .

26 Way e o Wayne . N]q 1994 348.663 331,528 93.5% Costw The Sporh Authnntv

27 Smitheown "\esconse‘twuamd"1’\'5‘; 185 | sssso | ssss0 1000% | Levier Costco o
s Westbury T Westbury Ny | e 308602 | 398,602 100.0% | Costca, Borders, Marshalls N
| Middlewwn Middlcown | OH 000 | 126400 126400 | 1000% Lowe's - 7 ?

30 Phﬂadeiphxa Bensaiem PA 1991 307,771 282,706 91.9% Home DCpO[
| 31 Pentagon Arling[on VA 1993 337,429 337,429 100.0% Costeo, Best Buy, Borders :
‘ 32 Hampton Hampton VA 1987 45,605 45,605 100.0% The Sports Authority

Joint Ventures City State Acquired GLA Leased GLA | %Occupied Anchor Owned Anchors Not Owned
|33 Fresno (Bbcksons Vowtwes) (505 Fresno cA 1998 85360 | 85,360 100.0% Bed Bath & Beyond, Ross
34 \'ew port Centrc 55%/ Winnipeg CAN 1992 159,742 140,961 8‘3 0%
35 \'e\\ vport on the ch ee (65 ) Newport KY 1998 338913 "08 313 61. 5% A\iC Barnes & Nob Newport Aquarium
36 Shops at the Old Ml { D1smct (50%) Bend OR 2000 151,977 104,497 68.8% Regal Cinemas, GAP

City State Acquired GLA Leased GLA | %Occupied Ancher Owned Anchors Not Owned

Azuse 1 ca 120615 | 120615 | , - N
e o T e | | o | s | s — I
‘ 39 Sﬁn Dxf:go VIurphvsCanan4 San Diego 7 B CA 1997 598,000 29é,000 100.0% ‘ 7 | 7
40 Sclana Bcach4 Scla;xa Eeach ’ CA ) ]9V91 316,000 316,000 o ‘IODAO% )

577 855577  100.0%




Non-Ketail Properties  City

41 Scotrsdale City Center Scottsdale
42 Sacramento/Bradshaw Sacramento
43 Excel Centre San Diego

Oakwoond Business Cir Hollywood

State

CA
CA
FL

Acquired

GLA Leased GLA | %Occupied Anchor Owned Anchors Not Owned
‘ 65,823 56,304 §7.8%

126,005 126,005 100.0% AT&T
\ 82,157 ; 82,157 100.0% Price Legacy, UBS Painewebber
‘ 141,450 129,205 5% KOS Pharmaceuricals

8.390.860 7.761.982

Hospitaliry City

State

45 Gr;;Ad7H$;é1 Grand Tuscyan

46 Daniel’s Head Bermuda

Development & Other  city

4';" Scottsdale Towers Land Scottsdale
48 Tucson Marana

49 Anaheim GardenWalk (88%)  Anaheim

50 Pacific ééach - Self Storage San Dicgo

51 San ];xan Capistx:ar\o—Szlj'Srcmge San Juan Crap,
52 Redhawk Tuwnc Centerﬂ 7 ;I‘cmecula

53 Walnut Creek ;;t/j’ﬁ'loragr ) Walnut Creskrr

54 Yosemite Land Yosemite

i

S International Business Park (50%) Qrlando

6 Shepherd Creek Salt Lake City

N

State
B
Az
CA
CA
CA
ca
CA
CA
‘ F<L
ur

Acquired

1998
2000

GLA Leased GLA | %Occupied Ancher Owned Anchors Not Owned
120 Rms | 121 Rens
98 Rms 96 Rms

GLA Leased GLA | %Occupied Anchor Owned Anchors Not Owned
N/A N/A " Land o S

N/A N/A Land

Under Development

140,000 ' N/A Under Dev«;’lopmcnt
88’_000 N/A ) Under Development
419,284 b N/;*\ » Underﬂ Bs‘\‘;l§pxncnt
N/A N/A ‘ Under <De’;'elopmem
N/A N/A Land
7 N/A /’A i LL\nd)’Undcr Devtlopmém

N/A N/A } Land

Notes

I Home Depor, Linens "N Things, and Floral Supply Mart open first quarter 2002.
2 Lowe’s to open third quarter 2002.

3 Excludes un-leasable third floor GLA.

4 Master leased for operations to Price Self-Storage.

5 Single property, two tenant types, total property count s 55.
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Our very focused property-management strategy is
centered on improving property values and tenant
satisfaction. We will continue to provide our tenants
with the right demographic fit and tenant mix to
maximize their profitability. Our property manage-
ment team aggressively maintains, leases, expands
and upgrades our properties while constantly moni-
toring tenant sales and rental collections using state

of the art information systems.

\\-__—\
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Our Strategy and Vision

Price Legacy Corporation’s strategy and vision is to become the
nation’s premier open-air retail shopping center company. We
expect to reach this goal by adhering to the fundamentals of our
business and taking advantage of all phases of the real estate
transaction including acquisition, management, leasing, develop-

ment, redevelopment, financing and disposition.

Acquisition Strategy

As our portfolio demonstrates, we believe that well-located
properties promise a stable, predictable income stream. We will
focus future acquisitions on this principle and entertain those
properties that already produce strong sustainable returns. We
believe this will ensure high returns from the outset and may
reduce our risk. During 2001, we acquired approximately

$340 million in new assets.

The Building Blocks of Acquisition

When evaluating a property, Price Legacy looks at a wide variety

of factors including location, tenant quality and the potential for

increasing sales. We insist that the properties we acquire be
exceptionally located and promise sustainable revenue and cash
flow from high-quality anchor tenants. These tenants have

strong operating histories, good credit ratings, and significant

national or regional presence. They also typically enter into long-

term leases in excess of 10 years. Location and tenant quality,
combined with the potential for increasing a property’s revenue,

are our preliminary indicators.

Location
In searching out potential acquisitions, we concentrate on rapidly

growing communities. We look for properties in the path of

residential growth with a large existing residential population
and limited available retail space. According to a UBS Warburg
LLC research study released on January 15, 2002, the average pop-
ulation within a three-mile radius of shopping centers owned by

retail REITSs is approximately 68,000 people. The same study shows

that the average retail space available per person in the same radius
is approximately 24 square feet. Our current holdings far outper-
form these averages. The properties in our portfolio serve an average
population exceeding 120,000 people within a three-mile radius,
and the population has approximately 13 square feet of retail space
per person. On average, our centers are surrounded by almost twice

the population with half of the retail space.




AS part ol property location, wc dlso constdcr the quallty ot
school districts and employment diversity in the area. We believe
that strong school districts and diverse employment opportunities

indicate a community’s strength.

Tenant Quality

Before we acquire a property, we carefully analyze the sales per
square foot for each tenant over the term of their occupancy,
comparing them with industry standards and watching for trend
lines. We also compare rent per square foot against competitive
centers in the area to ensure that each tenant can be easily
replaced at an equal or better rate. We prefer properties where
tenants share responsibility of operation and maintenance costs
such as property taxes, common-area maintenance and insurance.
Their leases should also provide for regular rent increases according
to fixed escalators, CPI adjustments or percentage-rent clauses
wherein the tenant pays a percentage of gross sales or a minimum
rent, whichever is greater. Finally, we look to acquire properties

where anchor tenants lease as opposed to own their sites.

Potential for Increased Sales

We look for properties where we can bolster sales by expanding
anchors, developing out parcels, increase below-market rents and
improve the tenant mix. We also search out opportunities to carve
up existing shopping centers and sell them in several pieces. In this
type of transaction the combined sales price for the out parcels and

anchors almost always exceeds our cost for the entire center.

Financing

We also look to acquire opportunities for which we can lower the
interest rate by way of refinancing or rate swaps. In addition, we

insist that our properties require minimal deferred maintenance,

meaning that they are well constructed, aesthetically appealing

and structurally sound.

The primary criteria for successful property acquisitions include
excellent locations, solid tenants, and a potential for increasing
revenue. Of these, location is the most critical because it draws

high-quality tenants and presents opportunities for growth.

20
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Newport on the Levee,

Newport. Kentucky
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This is an aerial of the surrounding community to the ANAHEIM GARDENWALK project in Anaheim.
California. The project is surrounded by Disneyland, Disney’s new California Adventure, the
Anaheim Convention Center and the proposed NEW DISNEY THIRD THEME PARK.

New Developmeht

As we focus our energy on acquiring, developing, managing, and
selling existing open-air retail properties, we will streamline our

efforts in the new development arena, accepting only those projects
that offer minimal risk and excellent returns. Before considering

a development project, our team first identifies and obtains input

from the key anchor tenants who become active participants in

the process insuring a stable project from the onset.

Though we will streamline new development in 2002 and
2003, we will continue to realize the highly favorable benefits The Newport Aquarium.
from projects budgeted and paid for in years past. We are cur- Newport. Kentucky.
rently developing three well located retail properties in California
and Arizona. These properties, in various stages of development,
promise to contribute substantially to the company in the future.

Our largest development project, Anaheim GardenWalk, 1s
located less than one-half mile from Disneyland and California
Adventure Park. Expected to open in 2004, it and the surrounding

area will serve an estimated 21 million visitors per year.

Redhawk Towne Center. Temecula, California. This 450.000 square feet
open-air retail center will be anchored by a Super Wal-Mart and Kohls
Department Stores.
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The Company celebrated the opening of Newport on the Levee
in Newport, Kentucky and the Shops at Old Mill in Bend,
Oregon. Newport on the Levee is Greater Cincinnati’s new
leisure-time center. This 10-acre, 340,000-square-foot project,
located next to the Newport Aquarium along the Ohio River in
Newport, provides a variety of entertainment, shopping and
dining destinations in an inviting, exciting environment.
Newport was made possible because of a cooperative effort
between the State and City governments who provided signifi-
cant sales tax incentives for the complex infrastructure required
for the project. The Shops at the Old Mill is located along the

Deschutes River and has been enthusiastically received.
Development Strategy

Existing Center Redevelopment

In the development phase of our business, we will take advantage of
opportunities to improve existing shopping centers and increase their
returns. For example, we may purchase and develop neighboring
properties, expand existing anchors, upgrade the center with new
facades, rollover below-market leases, optimize tenant mix, turn

excess parking into additional retail space, or improve traffic flow.

The Shaps at the Old Mill District. Bend, Oregon

Projects in development or finished during 2001

Development

Anahelm Garden\Valk Phasc 1

Lus Amos

Location

Anahexm CA

$cottsdalc, AZ

Estimated Gross
Leasable Area (sqft)

\ewport on the chcc
Redhawl\ Towne C'cnter

Shops at the Old Mill District

Newport, KY

Temecula, CA

Bend, OR

Target

Completion Date

Notes

250,000

4>0000
430,000
152,000

2004
" 2004

7ooi

2003
2002

’\/Tlxed Usc RetaxE To be constmcted across from D\sm:yland and thc Anahc1rn Comenuon Center.

Retaz) open

Retail entertammcm center, opened in October 7001 completmv thh ﬂnal tenants in 2007

ir pOWET center

Opcn air retaﬂ center, Wal- MarL/Kohls anchored

Retail open-air center, epened in 2001 Phase 2 is an expansion with additional retail space
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When we determine that a property has reached its maximum
value, we will sell it to create capital for acquiring other properties
that offer greater potential for future growth.

As we focused our energy exclusively on the open-air retail
business in 2001, we identified §400 million of non-core assets
that will be sold to create capital for acquiring profitable
open-air retail shopping centers.

Of these non-core assets, approximately $200 million is in
undeveloped land and other assets that currently generate no
income. We sold approximately $55 million of these assets during
2001. By selling these non-core assets and reinvesting the capital
into core properties, we will be able to upgrade our property

portfolio and generate additional income.

Positioned for the Future

In conclusion, we are continuing to focus on building a strong,
nationwide, open-air retail portfolio that we expect will provide
our shareholders with growth and stability. We believe the existing
property portfolio is strong and the properties are well located.
As a management team, we are familiar with open-air shopping
center REITs and we believe we can add value to the company’s
existing retail portfolio.

We believe our existing development projects are positioned to
produce strong returns and are also located in excellent markets.

Our future development projects will complement our existing

portfolio, focused in the open-air retail arena. Through our
projected sales of non-income producing assets and the sales of
non-core assets, we believe the company is and will be well
capitalized for future acquisitions and growth. We look forward

to the future and see ourselves well positioned for it.
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Price)Legacy

corporation

17140 Bernardo Center Drive, Suite 300 San Diego, California 92128 www.Pricelegacy.com




