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Developers Diversified Realty owns and manages
a dynamic portfolio of shopping centers in the
United States, Puerto Rico and Brazil.

Our Promise: We will consistently create share-
holder value by exceeding the expectations of
customers, innovating to maximize new growth
opportunities and fostering the talents of our
employees while rewarding their successes.
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2010 marked an important year for Developers Diversified
Realty. It was a year of execution, reflection and discovery.
After navigating the peak of economic uncertainty and stabi-
lizing the portfolio, this past year provided the opportunity to
reflect upon lessons learned and formulate a long-term stra-
tegic plan to ensure this company would never again face the
challenges it did in 2008 and 2009. As a result, the manage-
ment team, employees and board of directors have made a
collective commitment to operate this company with signifi-
cantly less financial risk going forward, with a keen focus on
emphasizing our operating platform and providing industry-
leading transparency and disclosure.

A significant priority in 2010 was to reestablish market credibility
that was lost in prior years. As a management team, we under-
stood the only way to achieve this objective was to deliver on
our stated goals. | am proud to report one year later that we met
or exceeded the key operational and deleveraging metrics of
our 2010 guidance while strengthening the foundation of our
enterprise. Our intent was to ensure preparedness in order to
navigate future micro and macroeconomic market cycles and
reaffirm certainty of execution among investors and retailers.

Execution defines success

As Thomas Edison said, “Vision without execution is hallucina-
tion.” The execution of our strategic initiatives was contingent
upon a culture and operating platform that was able to meet
market demands and drive outperformance. During 2010, our
execution in portfolio operations resulted in same store net
operating income growth of 1.1 percent, exceeding expecta-
tions of flat to slightly positive; our execution in leasing resuilted

in a 110 basis point improvement in our portfolio leased rate,
exceeding expectations of a 100 basis point improvement; our
execution in ancillary income resulted in a 22 percent increase
in ancillary revenues, exceeding expectations of 17 percent;
our execution in portfolio management resulted in $250 million
of asset sales, at our share, exceeding expectations by $100
million: our execution in the capital markets resulted in $2.9
billion of capital raised and nearly $900 million of debt reduc-
tion. Simply put, execution defined our success.

People and platform matter

Though this list of accomplishments is encouraging, it would not
be possible without the right people and a strong operating plat-
form. Those who study open-air retail real estate often ascribe the
value of a portfolio based on simple demographic analyses and
market position; however, many operators within the business
own the same or very similar product in the same or very similar
markets. While we, along with our most highly-regarded peers,
have successfully bounced off the bottom in terms of occupancy
and same store net operating income, some are still searching
for the floor. Why? People and platform matter.

Our assets do not operate themselves; rather, they require a
significant and consistent level of active management and
industry engagement. A high-quality operating platform, over
time, can grow net operating income and increase occupancy
while fundamentals remain challenging. A high-quality operat-
ing platform is able to attract talent and drive organizational
advancement amid market dislocations. And, mostimportantly,
a high-quality operating platform does not rely upon financial
engineering as a means to cloud inferior portfolio performance.



We will continue to invest in our operating platform and promote
a corporate culture that supports excellence in execution and
management because we believe this philosophy will continue
to attract leading industry talent, reward long-term sharehold-
ers and further enhance the quality and performance of our
assets individually and our company collectively.

Moving into the future

Looking forward to 2011, the economic environment is showing
signs of improvement and the appetite for risk in our industry is
clearly growing. Rest assured, as a unified management team,
we will remain prudent in our operational execution and capital
allocation plans while maintaining our singular focus on creating
long-term value for our shareholders. We understand our respon-
sibility as a steward of shareholder capital to act in a disciplined
and strategic manner, and we will continue in this effort with a
heightened sense of respect for the market in which we operate.

This annual report is designed to introduce our senior manage-

ment team. The word “team” is not advanced by accident. These
individuals are seasoned professionals committed to building
credibility and respect through humility, discipline and outper-
formance. | am proud of their accomplishments and appreciate
their leadership, professionalism and loyalty.

With humble appreciation

In closing | would like to thank you for your confidence and
support of our company, enabling the progress we have made
thus far. While we are encouraged by the prospects for the
retail real estate industry overall, we remain committed to
meeting your expectations of becoming a prime organization
and enhancing asset value through the disciplined execution

of prudent balance sheet management and operational excel-
lence. | am excited to be working alongside talented individu-
als committed to delivering consistent results and compelling
returns for our shareholders.

Lastly, | wish to thank our board of directors for their steady guid-
ance and all my fellow employees for their tireless efforts and
seemingly endless enthusiasm to make our company great. |
am extremely proud to work with these individuals and | am very
gratéful to you, our shareholders, for the opportunity to do so.

All my best for a successful 2011,

W2y

Daniel B. Hurwitz
President & Chief Executive Officer




The clearest message to deliver is our continued commitment
to operate this company with less risk. This has been a cyclically
popular sentiment, and it is not complicated, but it cannot be over-
emphasized as we believe it to be a critical component in achiev-
ing our goal of creating long-term value for our shareholders.

Long-term focus on the balance sheet

As you know, we took aggressive action to weather the chal-
lenging economic environment of 2008 and 2009 and we exe-
cuted on long-term solutions to address short-term problems.

Among them, we pledged to raise capital to improve liquidity
and enhance our credit metrics, and so in 2010, we raised $2.9
billion of capital. In addition, we pledged to reduce our con-
solidated debt and to extend the duration of our liabilities. In
2010, we reduced consolidated debt from $5.2 billion to $4.3
billion and we increased the weighted average maturity of our
consolidated debt from under three years to approximately
four years. We also reduced our reliance on floating rate debt

from almost 30 percent of total debt at year-end 2009 to
approximately 20 percent at year-end 2010, which lowered the
impact of potential future interest rate increases. All of these
actions improved our covenant calculations, and we are com-
mitted to continuing to operate with more cushion relative to
our covenant limits.

As we have articulated for some time, we are determined to achieve
investment grade credit ratings by all major rating agencies.
We believe the actions and philosophy outlined throughout this
annual report will help us achieve that goal with the two agencies
that carry ratings below investment grade. We are committed to
providing timely communication and transparency with our rating
agencies to ensure that our consistent progress is accounted for
and recognized. We are also committed to fully rebuilding cred-
ibility with the investment community and lenders. The strength
of these critical relationships will be enhanced as we continue
to articulate a thoughtful plan, and then execute upon it.



Turning to our dividend, we continue to maintain a low payout
policy in order to retain free cash flow to reduce leverage or
invest in future growth. Management and the board of directors
still believe that a relatively conservative payout policy is the
best use of shareholder capital while we continue to prioritize
balance sheetimprovement. However, we view dividend growth
as an important long-term part of our total return, and look for-
ward to achieving this goal over the coming years.

Formalization of Enterprise Risk Management
During the year we expanded our commitment to risk manage-
ment with the formalization of an Enterprise Risk Management
Program. The program integrates strategy, process, people
and technology, and promotes the identification, prioritization
and management of the company'’s critical risks. Our goal is to
continue to expand upon our established risk identification pro-
cedures with the adoption of a formal process to monitor and
respond 1o strategic, operational, compliance and financial

risks. As a result, we are proud of our commitment to the pro-
gram and what it represents.

In sum, we believe all the efforts described herein will lead to a
lower cost of capital and reduced financial risk, and are sup-
portive of our goals of delivering attractive total returns with
relatively low volatility over the course of the cycle.

We appreciate the support of our investors and we are deter-
mined to reward you with above average performance through
peer-leading operating results coupled with a more risk-sen-
sitive balance sheet.



As the economic landscape for retail continues to improve,
retailers are reporting stronger financial results, realizing the
margin benefits of more efficient business models and supply
chain management. These improvements have been rewarded
by the consumer and the investment community alike. Retailers
are now being charged with the challenge of improving top line
sales growth, with new stores being the key contributor.

Diminishing supply leads to greater flexibility
While the story of diminishing supply and increasing demand
for retail space has been well chronicled, the impact on
retailers and landlords cannot be overstated. With the reduc-
tion of quality available space and little or no new supply
coming to market, retailers continue to look to existing and
established shopping centers for new store opportunities.
Therefore, we are experiencing an increased level of compe-
tition for space within our portfolio, which is resulting in con-
sistent rental growth.

Today’s most successful retailers have embraced flexible foot-
prints with different configurations and modified merchandise
offerings. This flexibility is a critical response to changing con-
sumer preferences and allows retailers to value existing real
estate opportunities in backfill or infill markets where manage-
ment, marketing and logistics already exist and economies of
scale can be realized.

Most importantly, these conditions are contributing to strong
deal volume and improved lease economics. During the
year we executed 1,798 leases for a total of 11.3 million
square feet. Deal terms and leasing spreads steadily
improved over the course of the year, finishing strong with
an increase of 5.4 percent after several quarters of negative
spreads during the recession. While much work remains as
we continue to improve occupancy, we are extremely
pleased with these results and expect continued progress
throughout 2011.



In addition, we initiated a disciplined and opportunistic redevel-
opment program focused on maximizing the value of our assets
as we attract new tenants, enhance prime assets or reposition
non-prime properties. Redevelopment activity inherently has
less risk and higher overall returns than ground-up development
and offers attractive value in the current environment.

Relationships make a difference

A simple fact in our business is that market-leading retailers
desire to be in shopping centers with other premier merchants.
Clearly, merchandise mix matters. As a result, we spend a
significant portion of our time assessing the business models
of our tenants to ensure we are doing business with retailers
that are gaining market share amid a highly-competitive and
consolidating industry.

Successful retailers also want to do business with landlords
that provide certainty of execution. Tenant relations, consis-
tency of message and execution are the key elements to our

retail partnerships and the driver of our leasing success.
Retailers know and understand our deal process, we speak the
same language and they value our sense of urgency in com-
pleting a transaction.

Value retailers dominate the portfolio

Consumer spending remains highly concentrated among pop-
ular and budget-priced merchandise, giving us great confidence
in our core tenants. Moreover, with retailers under pressure to
grow externally following over a decade of price deflationin a
period where new supply is virtually nonexistent, our prime
portfolio and operating platform will allow us to realize internal
growth opportunities by providing retailers with creative solu-
tions for meeting their growth aspirations. Even though the cur-
rent state of the economy presents various challenges and
opportunities, consumer-favored tenants populating well-run
assets will always mitigate such cyclical risks and provide a
resiliency unseen in other formats.



» relationships

Developers Diversified Realty aspires to be the most admired
provider of retail destinations and the first consideration for
retailers, investors, partners and employees.

In other words, we seek to be prime. We do not seek to be the
largest. We do not seek to be the fastest growing. We do not seek
to be the greatest risk-taker. Rather, we seek to demand the fullest
consideration, trade at an above average multiple and generate
market outperformance. To accomplish this, we are committed
to developing and maintaining a prime organization with a prime
operating platform, a prime portfolio and a prime balance sheet.

Prime Organization

A prime organization promotes a corporate culture that is rec-
ognized as a first-class, highly-respected meritocracy where
employment leads to leadership and prestige in the industry.

Prime Operating Platform

A prirme operating platform delivers sustainable and consistent
economic value resulting in competitive total shareholder return
with low volatility. A prime operating platform also promotes
excellence in execution and management and can be relied
upon amid challenging economic conditions.



Prime Portfolio

Enhanced and supported by a prime operating platformis a prime
portfolio that delivers predictable and stable cash flows and com-
pelling value. Our prime portfolio can be defined by its focus on
market-dominant assets populated by moderate fo budget-priced
retailers with strong credit profiles and growing market shares.

Prime Balance Sheet

At the foundation of a prime organization, operating platform
and portfolio is a prime balance sheet that provides financial
flexibility and stability throughout economic cycles with a long-
term, balanced maturity profile and a competitive cost of capital.

Central to our corporate strategy of becoming a prime organi-
zation is management’s ability and willingness to respond to
economic developments, redirect resources appropriately, and
reassure shareholders and employees that we are committed
to operating this company in their best interests.

Indicative of our aspirations of having a prime balance sheet,
we will measure our success and be held accountable for same
store EBITDA growth, an unlevered metric driven by management
decisions and execution more than macroeconomic factors.
Same store EBTIDA growth cannot be financially engineered or
enhanced by short-term debt. Rather it is 100 percent contin-
gent upon the performance of a prime operating platform and
a prime portfolio that delivers competitive resulis.



Abundant revenue generation opportunities

Our high operational standards are critical to our traditional leasing
success and are becoming increasingly important in our efforts
to capitalize on the abundant ancillary revenue opportunities
available in our portfolio. As an early adopter of the anciliary rev-
enue concept for open-air shopping centers, our platformis time-
tested and has a record of success. With a ten-year compound
annual growth rate of 33 percent, and over $43 million of ancillary
revenue generated in 2010, our platform continues to produce.

As more and more retailers are developing and using tempo-
rary concepts as a more efficient means to capture sales and
generate brand awareness during critical selling seasons, we
expect demand from temporary and pop-up store concepts to
increase. Because of our platform and our relationships with
the most successful and respected operators of seasonal and
temporary concepts, we have become the natural first choice
for space in this category.
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In addition to seasonal and temporary in-line concepts, another
significant portion of ancillary revenue includes advertising
and sponsorship agreements with the nation’s leading con-
sumer brands. National and regional marketing campaigns
realize the compelling opportunity to maximize exposure at the
point of purchase, and as a result, brands such as Coca-Cola,
MasterCard, and Lexus have partnered with us to enhance
product awareness.

With the success of our domestic ancillary income platform, we
have made a concerted effort to replicate this success in Brazil.
We recently introduced the concept of carts and kiosks to our
malls in Brazil and are currently exploring seasonal opportuni-
ties to further maximize revenue generation within our inter-
national portfolio. While this program is still in its infancy, we
expect ancillary revenue in Brazil to be the next major driver of
growth in this category. In fact, we expect the portfolio in Brazil
to generate more than one-third of our total ancillary income in



2011 even though this portfolio represents less than five percent
of our total gross leasable area.

Cost reduction and expense management

Often overlooked, expense reduction can have the same effect
as revenue growth. Property-level cost control is vital to the
success of retailers and our ability to enhance our operating
margins. The size and scale of our portfolio offers the ability to
reduce property-level expenses and is a distinct competitive
advantage of our operating platform.

A few examples of cost control and hedging strategies to miti-
gate the volatility of utility prices include the adoption of new
technology in the areas of site lighting and power generation.
Specifically, our rooftop solar program has the potential of being
deployed to over 100 shopping centers in the United States and
Puerto Rico resulting in operating savings for our tenants. Another
exciting initiative is our ongoing White Light program to replace

and upgrade parking lot lighting that will further reduce oper-
ating expenses and result in better-illuminated centers for our
retailers and their customers.

While our commitment to providing a superior shopping experi-
ence starts with a pleasing environment, it is further enhanced
by creative temporary leasing and innovative expense control,
the future of which is only limited by our imagination. We are
motivated and passionate about finding new ways to generate
income and operate our portfolio in the most efficient and pro-
fessional manner.



Over time it is our aspiration and intention to let portfolio quality
become the primary differentiator for Developers Diversified
among retailers and investors. We aspire to own and operate
high-quality retail centers that dominate their trade areas in
major markets and generate stable and rising cash flows. This
is our definition of a prime portfolio.

Refining the quality of our prime portfolio is accomplished through
active portfolio management, which includes the disposition of
non-prime and non-income producing assets and conserva-
tively underwritten acquisitions of prime properties.

Dispositions of non-prime assets

We made considerable progress in 2010 by disposing of $791
million of real estate. The majority of those dispositions were non-
prime and non-income producing assets, including outparcels
and land held for development. Although only approximately 17
percent of our net operating income comes from non-prime
properties today, we intend to reduce this percentage to less
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than 10 percent over time. These non-prime properties are
typically smaller, in secondary markets and are projected to
produce flat or declining net operating income. In addition, the
volatility of the cash flows is often greater because the lease
terms are shorter and the required capital expenditures are
higher. Lastly, these assets require a disproportionate share of
leasing and property management resources. Disposing of
these assets will result in a higher net asset value and greater
cash generation throughout our portfolio.

A high bar for new investments

Building a reputation for being a disciplined investor and a
desired steward of shareholder capital is a process, not an
event. Practicing patience, cautious underwriting and thorough
due diligence on future acquisitions will be vital to our success.
As a result, we will remain prudent in our approach for assess-
ing potential investments with a singular focus on long-term
value creation for shareholders and institutional partners.



Several hundred billion dollars of loans on retail properties will
mature over the next few years. We are a company with excel-
lent access to the public markets, a prime operating platform
and strong tenant relationships. As a result, we will be well posi-
tioned to take advantage of select acquisition opportunities,
including those related to the aforementioned loan maturities.

A focus on risk-adjusted returns

Markets are efficient over the long term; however, we have learned
over the short term that the market will misprice assets based
on investor views of a property, capital flows, and fixed-income
investment alternatives. The recent combination of low interest
rates and strong capital flows from private equity for high-qual-
ity real estate has caused pricing to be particularly aggressive
for the best shopping centers in high barrier-to-entry markets.
This dynamic is very positive for the market value of our prime
portfolio, though it creates greater challenges when seeking
value from acquisitions. Our market diligence and discussions

' markets

_ MARKE. BRATT EXECUTIVE VICE PRESIDENT
& CHIEF INVESTMENT OFFICER

with tenants indicate that many assets are being priced as ifa
vigorous economic recovery will occur and rental rates will
increase rapidly. We believe, on the other hand, the market is
not pricing the potential negative leasing risk associated with
many of the tenant renewals.

As market conditions change, we will adjust our investment
strategy to address the economic environment in which we are
operating. We will pursue the best risk-adjusted returns that
meet our long-term strategic objective of owning and manag-
ing a prime portfolio populated with creditworthy tenants that
generate stable and rising cash flows in attractive markets.
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Financial Hig hlig htS (In thousands, except per share data)

2010 : 2009 : 2008 2007 : 2006
Revenues $ 803,069 : $ 797,399 : $ 825,068 : § 827,264 : § 679,764
Funds from operations:" : : :
Net (loss) income applicable to : : : :
common shareholders $ (251,627): § (398,862) : $ (114,199): $ 214,008 $ 196,789
Depreciation and amortization of real : : : :
estate investments 217,168 : 224207 : 236,344 : 214,396 : 185,449
Equity in net (income) loss of joint
ventures (5,600) : 9,306 : (17,719) : (43,229) : (30,337)
Joint ventures’ FFO 47,545 : 43,665 : 68,355 : 84,423 : 44,473
Non-controlling interests (OP Units) 32 : 175 | 1,145 : 2,275 : 2,116
Gain on disposition of depreciable real
estate (18,803) 1  (23,123): (4,244)F  (17,956)1  (21,987)
Funds from operations applicable to
common shareholders (11,285):  (144,632): 169,682 : 453,917 : 376,503
Preferred share dividends 42,269 : 42,269 : 42,269 : 50,934 : 55,169
Funds from operations $ 30,984 : $(102,363); $ 211,951 | § 504,851 : § 431,672
Net operating income® $ 471,335 | $ 465490 : $ 500,298 : § 531,213 : § 444,590
Real estate (at cost)® $8,411,239 : $8,822,937 : $9,109,566 : $8,985,749 : $7,447,459
Per share (diluted): : : : :
Net (loss) income $ (1.03): $ (251): § (096): $ 175 : $ 1.79
Funds from operations'" $ (0.05:% (0.90): $ 140 : § 370 i $ 3.40
Dividends declared (per share) $ 0.08 : $ 044 : § 207 : 8 264 : $ 2.36
Weighted average shares (diluted) 244712 1 158,816 : 119,843 i 121,335 : 109,548
Weighted average shares and
OP Units (diluted) 246,987 i 160,130 : 121,030 : 122,716 | 110,826

(1) The Company believes that Funds From Operations (“FFO”), which is a non-GAAP financial measure, provides an additional and useful means to assess
the financial performance of real estate investment trusts (“REITs"). It is frequently used by securities analysts, investors and other interested parties to
evaluate the performance of REITs, most of which present FFO along with net income as calculated in accordance with GAAP. FFO does not represent
cash generated from operating activities in accordance with generally accepted accounting principles and is not necessarily indicative of cash available to
fund cash needs and should not be considered as an alternative to net income as an indicator of the Company’s operating performance or as an alterna-
tive to cash flows as a measure of liquidity. For a reconciliation of FFO to net (loss) income, refer to page 59 of the Company’s Annual Report on Form 10-
K for the five years ended December 31, 2010 which is included elsewhere in this annual report.

(2) Net operating income equals income before depreciation, amortization, impairment charges, interest income and expense, equity income/loss of joint ven-
tures, non-controlling interests, taxes and gain/loss on sales of reat estate.

(3) Does not include real estate owned through joint ventures.



Performance Graph

01/01/2006 : 12/31/2006 : 12/31/2007 : 12/31/2008 :@ 12/31/2009 : 12/31/2010

Developers Diversified 5 : : : :
Realty Corporation $100.00 : $139.65 @ $ 89.36 : $12.07 : $26.51 : $ 40.60

Russell 2000 Index $100.00 : $118.37 : $116.51 : $77.15 : $98.11 : $124.46
NAREIT Equity REIT Total Return ~ $100.00 © $135.06 @ $113.87 | $70.91 @ $90.76 : $116.12
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PART 1

Item 1. BUSINESS
General Development of Business

Developers Diversified Realty Corporation, an Ohio corporation (the “Company” or “DDR”), a self-admin-
istered and self-managed real estate investment trust (a “REIT”), is in the business of owning, managing and
developing a portfolio of shopping centers and, to a lesser extent, office properties. Unless otherwise provided,
references herein to the Company or DDR include Developers Diversified Realty Corporation, its wholly-owned
and majority-owned subsidiaries and its consolidated and unconsolidated joint ventures.

The Company’s acquisitions and dispositions from January 1, 2006, to February 11, 2011, are listed below:

Property Acquisitions Property Dispositions
Unconsolidated Unconsolidated
Year Consolidated Joint Ventures Consolidated Joint Ventures
2011 . — — 1 2
2010 ... — — 56 37
2009 ... 4 — 34 12
2008 ... — 11 22 —
2007 .. 249 68 67 7
2006 ... e 5 15 6 9

The table above does not reflect the Company’s acquisition of its partner’s 50% interest in one shopping center
asset in 2011. In 2010, property dispositions include assets for which control has been relinquished and the
Company does not have any further significant economic interest. In 2007, 315 shopping centers were acquired
through the merger with Inland Retail Real Estate Trust, Inc. (“IRRETI”), of which 66 were held by an
unconsolidated joint venture of IRRETI. Of the 15 properties acquired through unconsolidated joint ventures
in 2006, nine properties are located in Brazil.

The Company files annual, quarterly and special reports, proxy statements and other information with the
Securities and Exchange Commission (the “SEC”). You may read and copy any document the Company files with
the SEC at the SEC’s Public Reference Room at 100 F Street, N.W., Washington, D.C. 20549. You may obtain
information about the operation of the SEC’s Public Reference Room by calling the SEC at 1-800-SEC-0330. The
SEC also maintains a website that contains reports, proxy and information statements, and other information
regarding registrants that file electronically with the SEC (http://www.sec.gov).

You can inspect reports and other information that the Company files with the New York Stock Exchange at the
offices of the New York Stock Exchange, Inc., 20 Broad Street, New York, New York 10005.

The Company’s corporate office is located at 3300 Enterprise Parkway, Beachwood, Ohio 44122, and its
telephone number is (216) 755-5500. The Company’s website is located at http://www.ddr.com. The Company uses
its Investor Relations website, (http://www.ddr.com), as a channel for routine distribution of important information,
including news releases, analyst presentations, and financial information. The Company posts filings as soon as
reasonably practicable after they are electronically filed with, or furnished to, the SEC, including the Company’s
annual, quarterly and current reports on Forms 10-K, 10-Q, and 8-K; the Company’s proxy statements; and any
amendments to those reports or statements. All such postings and filings are available on the Company’s Investor
Relations website free of charge. In addition, this website allows investors and other interested persons to sign up to
automatically receive e-mail alerts when the Company posts news releases and financial information on its website.
The SEC also maintains a website (http://www.sec.gov) that contains reports, proxy and information statements, and
other information regarding issuers that file electronically with the SEC. The content on any website referred to in
this Annual Report on Form 10-K for the fiscal year ended December 31, 2010, is not incorporated by reference into
this Form 10-K unless expressly noted.



Financial Information About Industry Segments

The Company is in the business of owning, managing and developing a portfolio of shopping centers and, to a
lesser extent, office properties. See the Consolidated Financial Statements and Notes thereto included in Item 8 of
this Annual Report on Form 10-K for certain information regarding the Company’s reportable segments, which is
incorporated herein by reference.

Narrative Description of Business

The Company’s portfolio as of February 11, 2011, consisted of 522 shopping centers and six office properties
(including 233 centers owned through unconsolidated joint ventures and three centers that are otherwise consol-
idated by the Company) and more than 1,800 acres of undeveloped land (of which approximately 250 acres are
owned through unconsolidated joint ventures) (collectively, the “Portfolio Properties”). The shopping center
properties consist of shopping centers, enclosed malls and lifestyle centers. From January 1, 2008, to February 11,
2011, the Company sold 137 shopping centers (including 49 properties owned through unconsolidated joint
ventures) containing an aggregate of approximately 16 million square feet of gross leasable area (“GLA”) owned by
the Company for an aggregate sales price of approximately $1.4 billion. From January 1, 2008, to February 11,
2011, the Company acquired 15 shopping centers (including 11 properties owned through unconsolidated joint
ventures) containing an aggregate of approximately 1.9 million square feet of GLA owned by the Company for an
aggregate purchase price of approximately $0.3 billion. In addition, the Company manages 41 properties owned by
a third party.

At December 31, 2010, the Company had three wholly-owned shopping centers under development and/or
redevelopment.

The following tables present the operating statistics impacting base and percentage rental revenues summa-
rized by the following portfolios: combined shopping center portfolio, office property portfolio, wholly-owned
shopping center portfolio and joint venture shopping center portfolio:

Shopping Center Office Property
Portfolio Portfolio
December 31, December 31,
2010 2009 2010 2009
Centers owned. . ...t 525 618 6 6
Aggregate OCCUPANCY TatE . .. .ot vv v vt v i ananeenens 88.4% 869% 80.7% 71.4%
Average annualized base rent per occupied square foot . . . .. $13.36  $12.75  $11.05 $12.35
Wholly-Owned Joint Venture
Shopping Centers Shopping Centers
December 31, December 31,
2010 2009 2010 2009
Centers OWNEd. . . ..o vi ittt 286 310 236 274
Consolidated centers primarily owned through a joint
venture previously occupied by Mervyns ............. n/a n/a 3 34
Aggregate OCCUPANCY TAtE . . . oot vi i eiiaaneennnn 88.6% 89.6% 882% 83.9%
Average annualized base rent per occupied square foot . . . .. $12.23  $11.79 $14.74  $13.83

The Company’s aggregate occupancy rates in 2010 and 2009 are low relative to historical rates due to the
impact of the major tenant bankruptcies that occurred in 2008. However, the Company has been successful in 2010
in executing leases for numerous previously vacant anchor boxes resulting in the overall year-over-year improve-
ment in the occupancy rate for the combined portfolio.

The Company is self-administered and self-managed and, therefore, does not engage or pay a REIT advisor.
The Company manages substantially all of the Portfolio Properties. At December 31, 2010, the Company owned
and/or managed more than 101.8 million square feet of Company-owned GLA, which included all of the Portfolio
Properties and 41 properties owned by a third party (aggregating 10.2 million square feet of GLA).
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Strategy and Philosophy

The Company’s mission is to enhance shareholder value by exceeding the expectations of its tenants,
innovating to create new growth opportunities and fostering the talents of its employees while rewarding their
successes. The Company’s vision is to be the most admired provider of retail destinations and the first consideration
for tenants, investors, partners and employees.

The Company’s investment objective is to increase cash flow and the value of its Portfolio Properties. The
Company may pursue the disposition of certain real estate assets and utilize the proceeds to repay debt, to reinvest in
other real estate assets and developments or for other corporate purposes. The Company’s real estate strategy and
philosophy has been to grow its business through a combination of leasing, expansion, acquisition, development and
redevelopment. At the end of 2008, in response to the unprecedented events that had taken place within the
economic environment and in the capital markets, the Company refined its strategies to mitigate risk and focus on
core operating results. These strategies are, as described below, to highlight the quality of the core portfolio and
dispose of those properties that are not likely to generate superior growth, to reduce leverage by utilizing strategic
financial measures and to protect the Company’s long-term financial strength.

The Company’s strategies are summarized as follows:

* Increase cash flows and property values through strategic leasing, re-tenanting, renovation and expansion
of the Company’s portfolio to be the preeminent landlord to the world’s most successful retailers;

* Address capital requirements through asset sales, including sales to joint ventures, retained capital,
maintain dividend payments at the amount required to meet minimum REIT requirements, pursue
extension of existing loan agreements and enter into new financings, and, to the extent deemed
appropriate, minimize further capital expenditures;

* Access equity capital through the public markets and other viable alternatives;

* Reduce total consolidated debt and pursue de-leveraging goals, including extending the duration of the
Company’s debt;

* Reduce expected spending within the Company’s development and redevelopment portfolios by
phasing construction until sufficient pre-leasing is reached and financing is in place;

* Selectively pursue new investment opportunities only after significant equity and debt financings are
identified and underwritten expected returns sufficiently exceed the Company’s current cost of capital;

» Continue leasing strategy of enhancing tenant relationships at a high level through its national account
program and increasing occupancy with high-quality tenants;

* Renew tenants’ extension options and execute leases in a timely manner;

* Dedicate Company resources to monitor tenant bankruptcies, identify potential space recapture and
focus on marketing and re-tenanting those spaces;

* Increase per share cash flows through the strategic disposition of non-core assets and utilize the
proceeds to repay debt and invest in other higher growth real estate assets and developments;

* Selectively develop or sell the Company’s undeveloped parcels or new sites in areas with attractive
demographics;

* Hold properties for long-term investment and place a strong emphasis on regular maintenance, periodic
renovation and capital improvements;

* Continue to manage and develop the properties of others to generate fee income, subject to restrictions
imposed by federal income tax laws and

* Explore international markets and selectively invest where the greatest value creation opportunities exist.

At December 31, 2010, the Company’s capitalization, excluding the Company’s proportionate share of
indebtedness of its unconsolidated joint ventures, aggregated $8.5 billion and consisted of $4.3 billion of debt,
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$555.0 million of preferred shares and $3.6 billion of market equity (market equity is defined as common shares and
Operating Partnership Units (“OP Units”) outstanding, multiplied by $14.09, the closing price of the common
shares on the New York Stock Exchange at December 31, 2010), resulting in a debt to total market capitalization
ratio of 0.51 to 1.0, as compared to the ratios of 0.68 to 1.0 and 0.83 to 1.0 at December 31, 2009 and 2008,
respectively. The improvement in this ratio is primarily a result of the Company’s strategic initiative to delever its
balance sheet. At December 31, 2010, the Company’s total debt, excluding the Company’s proportionate share of
indebtedness of its unconsolidated joint ventures, consisted of $3.4 billion of fixed-rate debt and $0.9 billion of
variable-rate debt, including $150 million of variable-rate debt that had been effectively swapped to a fixed rate. At
December 31, 2009, the Company’s total debt, excluding the Company’s proportionate share of indebtedness of its
unconsolidated joint ventures, consisted of $3.7 billion of fixed-rate debt and $1.5 billion of variable-rate debt,
including $400 million of variable-rate debt that had been effectively swapped to a fixed rate.

The strategy, philosophy, investment and financing policies of the Company, and its policies with respect to
certain other activities including its growth, debt capitalization, dividends, status as a REIT and operating policies,
are determined by the Board of Directors. Although the Board of Directors has no present intention to amend or
revise its policies, the Board of Directors may do so from time to time without a vote of the Company’s shareholders.

Recent Developments

See “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included in
Item 7 and the Consolidated Financial Statements and Notes thereto included in Item 8 of this Annual Report on
Form 10-K for the year ended December 31, 2010, for information on certain recent developments of the Company,
which is incorporated herein by reference.

Competition

As one of the nation’s largest owners and developers of shopping centers (measured by total GLA), the Company
has established close relationships with a large number of major national and regional retailers. The Company’s
management is associated with and actively participates in many shopping center and REIT industry organizations.

Notwithstanding these relationships, numerous developers and real estate companies, private and public,
compete with the Company in leasing space in shopping centers to tenants. In addition, tenants have been more
selective in new store openings, which are expected to reduce the demand for new space.

Employees
As of January 31, 2011, the Company employed 682 full-time individuals, including executive, administrative
and field personnel. The Company considers its relations with its personnel to be good.

Qualification as a Real Estate Investment Trust

As of December 31, 2010, the Company met the qualification requirements of a REIT under Sections 856-860
of the Internal Revenue Code of 1986, as amended (the “Code™). As a result, the Company, with the exception of its
taxable REIT subsidiary (“TRS”), will not be subject to federal income tax to the extent it meets certain
requirements of the Code.

Item 1A. RISK FACTORS

The risks described below could materially and adversely affect the Company’s results of operations, financial
condition, liquidity and cash flows. These risks are not the only risks that the Company faces. The Company’s
business operations could also be affected by additional factors that are not presently known to it or that the
Company currently considers to be immaterial to its operations.
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The Economic Performance and Value of the Company’s Shepping Centers Depend on Many Factors,
Each of Which Could Have an Adverse Impact on the Company’s Cash Flows and Operating Results

The economic performance and value of the Company’s real estate holdings can be affected by many factors,
including the following:

¢ Changes in the national, regional, local and international economic climate;

*» Local conditions, such as an oversupply of space or a reduction in demand for real estate in the area;
» The attractiveness of the properties to tenants;

» Competition from other available space;

¢ The Company’s ability to provide adequate management services and to maintain its properties;

* Increased operating costs, if these costs cannot be passed through to tenants and

» The expense of periodically renovating, repairing and reletting spaces.

Because the Company’s properties consist primarily of community shopping centers, the Company’s per-
formance is linked to general economic conditions in the market for retail space. The market for retail space has
been and may continue to be adversely affected by weakness in the national, regional and local economies, the
adverse financial condition of some large retailing companies, the ongoing consolidation in the retail sector, the
excess amount of retail space in a number of markets and increasing consumer purchases through catalogs and the
Internet. To the extent that any of these conditions occur, they are likely to affect market rents for retail space. In
addition, the Company may face challenges in the management and maintenance of its properties or incur increased
operating costs, such as real estate taxes, insurance and utilities, which may make its properties unattractive to
tenants. The loss of rental revenues from a number of the Company’s tenants and its inability to replace such tenants
may adversely affect the Company’s profitability and ability to meet its debt and other financial obligations and
make distributions to shareholders.

The Company’s Dependence on Rental Income May Adversely Affect Its Ability to Meet Its Debt
Obligations and Make Distributions to Shareholders

Substantially all of the Company’s income is derived from rental income from real property. As a result, the
Company’s performance depends on its ability to collect rent from tenants. The Company’s income and funds for
distribution would be negatively affected if a significant number of its tenants, or any of its major tenants, were to do
the following:

» Experience a downturn in their business that significantly weakens their ability to meet their obligations
to the Company;

* Delay lease commencements;

* Decline to extend or renew leases upon expiration;
* Fail to make rental payments when due or

* Close stores or declare bankruptcy.

Any of these actions could result in the termination of tenants’ leases and the loss of rental income attributable to
the terminated Jeases. Lease terminations by an anchor tenant or a failure by that anchor tenant to occupy the premises
could also result in lease terminations or reductions in rent by other tenants in the same shopping centers under the
terms of some leases. In addition, the Company cannot be certain that any tenant whose lease expires will renew that
lease or that it will be able to re-lease space on economically advantageous terms. The loss of rental revenues from a
number of the Company’s major tenants and its inability to replace such tenants may adversely affect the Company’s
profitability and its ability to meet debt and other financial obligations and make distributions to shareholders.
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The Company Relies on Major Tenants, Making It Valnerable to Changes in the Business and Financial
Condition of, or Demand for Its Space by, Such Tenants

As of December 31, 2010, the annualized base rental revenues of the Company’s tenants that are equal to or
exceed 1.5% of the Company’s aggregate annualized shopping center base rental revenues, including its propor-
tionate share of joint venture aggregate annualized shopping center base rental revenues, are as follows:

% of Annualized Base

Tenant Rental Revenues
WaalArt . . .ottt e e e e e e e 4.1%
T MK ottt e e e e 2.2%
PetSmart . . ... e 1.9%
Bed Bath & Beyond .. ... .. . e 1.8%
KOhI's . . e e e 1.6%
MIChaels . . ..ot e e 1.5%

The retail shopping sector has been affected by economic conditions, as well as the competitive nature of the
retail business and the competition for market share where stronger retailers have out-positioned some of the weaker
retailers. These shifts have forced some market share away from weaker retailers and required them, in some cases,
to declare bankruptcy and/or close stores. For example, in 2008, certain retailers filed for bankruptcy protection and
other retailers announced store closings even though they did not file for bankruptcy protection.

As information becomes available regarding the status of the Company’s leases with tenants in financial
distress or the future plans for their spaces change, the Company may be required to write off and/or accelerate
depreciation and amortization expense associated with a significant portion of the tenant-related deferred charges in
future periods. The Company’s income and ability to meet its financial obligations could also be adversely affected
in the event of the bankruptcy, insolvency or significant downturn in the business of one of these tenants or any of
the Company’s other major tenants. In addition, the Company’s results could be adversely affected if any of these
tenants do not renew their leases as they expire.

The Company’s Acquisition Activities May Not Produce the Cash Flows That It Expects and May Be
Limited by Competitive Pressures or Other Factors

The Company intends to acquire existing retail properties only to the extent that suitable acquisitions can be
made on advantageous terms. Acquisitions of commercial properties entail risks, such as the following:

» The Company’s estimates on expected occupancy and rental rates may differ from actual conditions;

» The Company’s estimates of the costs of any redevelopment or repositioning of acquired properties
may prove to be inaccurate;

» The Company may be unable to operate successfully in new markets where acquired properties are
located, due to a lack of market knowledge or understanding of local economies;

« The properties may become subject to environmental liabilities that the Company was unaware of at the
time the Company acquired the property;

+ The Company may be unable to successfully integrate new properties into its existing operations or

* The Company may have difficulty obtaining financing on acceptable terms or paying the operating
expenses and debt service associated with acquired properties prior to sufficient occupancy.

In addition, the Company may not be in a position or have the opportunity in the future to make suitable
property acquisitions on advantageous terms due to competition for such properties with others engaged in real
estate investment who may have greater financial resources than the Company. The Company’s inability to
successfully acquire new properties may affect the Company’s ability to achieve its anticipated return on
investment, which could have an adverse effect on its results of operations.
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Real Estate Property Investments Are Illiquid; Therefore, the Company May Not Be Able to Dispose of
Properties When Desired or on Favorable Terms

Real estate investments generally cannot be disposed of quickly. In addition, the federal income tax code
imposes restrictions, which are not applicable to other types of real estate companies, on the ability of a REIT to
dispose of properties. Therefore, the Company may not be able to diversify its portfolio in response to economic or
other conditions promptly or on favorable terms, which could cause the Company to incur losses and reduce its cash
flows and adversely affect distributions to shareholders.

The Company’s Development and Construction Activities Could Affect Its Operating Results

The Company intends to continue the selective development and construction of retail properties in accor-
dance with its development underwriting policies as opportunities arise. The Company expects to phase in
construction until sufficient pre-leasing is reached and financing is in place. The Company’s development and
construction activities include the following risks:

¢ The Company may abandon development opportunities after expending resources to determine
feasibility;

» Construction costs of a project may exceed the Company’s original estimates;

* Occupancy rates and rents at a newly completed property may not be sufficient to make the property
profitable;

* Rental rates per square foot could be less than projected;
* Financing may not be available to the Company on favorable terms for development of a property;

» The Company may not complete construction and lease-up on schedule, resulting in increased debt
service expense and construction costs and

* The Company may not be able to obtain, or may experience delays in obtaining, necessary zoning, land
use, building, occupancy and other required governmental permits and authorizations.

Additionally, the time frame required for development, construction and lease-up of these properties means
that the Company may wait several years for a significant cash return. If any of the above events occur, the
development of properties may hinder the Company’s growth and have an adverse effect on its results of operations
and cash flows. In addition, new development activities, regardless of whether or not they are ultimately successful,
typically require substantial time and attention from management.

The Company Has Variable-Rate Debt and Is Subject to Interest Rate Risk

The Company has indebtedness with interest rates that vary depending upon the market index. In addition, the
Company has revolving credit facilities that bear interest at a variable rate on any amounts drawn on the facilities.
The Company may incur additional variable-rate debt in the future. Increases in interest rates on variable-rate debt
would increase the Company’s interest expense, which would negatively affect net earnings and cash available for
payment of its debt obligations and distributions to its shareholders.

The Company’s Ability to Increase Its Debt Could Adversely Affect Its Cash Flow

At December 31, 2010, the Company had outstanding debt of approximately $4.3 billion (excluding its
proportionate share of unconsolidated joint venture mortgage debt aggregating $0.8 billion). The Company intends
to maintain a conservative ratio of debt to total market capitalization (the sum of the aggregate market value of the
Company’s common shares and operating partnership units, the liquidation preference on any preferred shares
outstanding and its total indebtedness). The Company is subject to limitations under its credit facilities and
indentures relating to its ability to incur additional debt; however, the Company’s organizational documents do not
contain any limitation on the amount or percentage of indebtedness it may incur. If the Company were to become
more highly leveraged, its cash needs to fund debt service would increase accordingly. Under such circumstances,
the Company’s risk of decreases in cash flow, due to fluctuations in the real estate market, reliance on its major
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tenants, acquisition and development costs and the other factors discussed above, could subject the Company to an
even greater adverse impact on its financial condition and results of operations. In addition, increased leverage
could increase the risk of default on the Company’s debt obligations, which could further reduce its cash available
for distribution and adversely affect its ability to dispose of its portfolio on favorable terms, which could cause the
Company to incur losses and reduce its cash flows.

Disruptions in the Financial Markets Could Affect the Company’s Ability to Obtain Financing on
Reasonable Terms and Have Other Adverse Effects on the Company and the Market Price of the
Company’s Common Shares

The U.S. and global equity and credit markets have experienced significant price volatility, dislocations and
liquidity disruptions over the last few years, which caused market prices of many stocks to fluctuate substantially
and the spreads on prospective debt financings to widen considerably. These circumstances materially impacted
liquidity in the financial markets, making terms for certain financings less attractive and, in certain cases, resulting
in the unavailability of certain types of financing. Continued uncertainty in the equity and credit markets may
negatively impact the Company’s ability to access additional financing at reasonable terms or at all, which may
negatively affect the Company’s ability to refinance its debt, obtain new financing or make acquisitions. These
circumstances may also adversely affect the Company’s tenants, including their ability to enter into new leases, pay
their rents when due and renew their leases at rates at least as favorable as their current rates.

A prolonged downturn in the equity or credit markets may cause the Company to seek alternative sources of
potentially less attractive financing, and may require it to adjust its business plan accordingly. In addition, these
factors may make it more difficult for the Company to sell properties or may adversely affect the price it receives for
properties that it does sell, as prospective buyers may experience increased costs of financing or difficulties in
obtaining financing. These events in the equity and credit markets may make it more difficult or costly for the
Company to raise capital through the issuance of its common shares or debt securities. These disruptions in the
financial markets also may have a material adverse effect on the market value of the Company’s common shares and
other adverse effects on the Company or the economy in general. There can be no assurances that government
responses to the disruptions in the financial markets will restore consumer confidence, stabilize the markets or
increase liquidity and the availability of equity or credit financing.

Changes in the Company’s Credit Ratings or the Debt Markets, as well as Market Conditions in the
Credit Markets, Could Adversely Affect the Company’s Publicly Traded Debt and Revolving Credit
Facilities

The market value for the Company’s publicly traded debt depends on many factors, including the following:
* The Company’s credit ratings with major credit rating agencies;

» The prevailing interest rates being paid by, or the market price for publicly traded debt issued by, other
companies similar to the Company;

» The Company’s financial condition, liquidity, leverage, financial performance and prospects and
» The overall condition of the financial markets.

The condition of the financial markets and prevailing interest rates have fluctuated in the past and are likely to
fluctuate in the future. The U.S. credit markets and the sub-prime residential mortgage market have experienced
severe dislocations and liquidity disruptions in the last few years. There has been a substantial widening of yield
spreads generally, as buyers demand greater compensation for credit risk. In addition, there has been a reduction in
the availability of capital for some issuers of debt due to the decrease in the number of available lenders and
decreased willingness of lenders to offer capital at cost-efficient rates. Furthermore, current market conditions can
be exacerbated by leverage. The continuation of these circumstances in the credit markets and/or additional
fluctuations in the financial markets and prevailing interest rates could have an adverse effect on the Company’s
ability to access capital and its cost of capital.
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In addition, credit rating agencies continually review their ratings for the companies that they follow, including
the Company. The credit rating agencies also evaluate the real estate industry as a whole and may change their credit
rating for the Company based on their overall view of the industry. Any rating organization that rates the Company’s
publicly traded debt may lower the rating or decide not to rate the publicly traded debt in its sole discretion. The
ratings of the notes are based primarily on the rating organization’s assessment of the likelihood of timely payment
of interest when due and the payment of principal on the maturity date. A negative change in the Company’s rating
could have an adverse effect on the Company’s publicly traded debt and revolving credit facilities as well as the
Company’s ability to access capital and its cost of capital.

The Company’s Cash Flows and Operating Results Could Be Adversely Affected by Required Payments
of Debt or Related Interest and Other Risks of Its Debt Financing

The Company is generally subject to the risks associated with debt financing. These risks include the
following;:

» The Company’s cash flow may not satisfy required payments of principal and interest;

» The Company may not be able to refinance existing indebtedness on its properties as necessary, or the
terms of the refinancing may be less favorable to the Company than the terms of existing debt;

« Required debt payments are not reduced if the economic performance of any property declines;

« Debt service obligations could reduce funds available for distribution to the Company’s shareholders
and funds available for development and acquisitions;

+ Any default on the Company’s indebtedness could result in acceleration of those obligations and
possible loss of property to foreclosure and

» Necessary capital expenditures for purposes such as re-leasing space cannot be financed on favorable
terms.

If a property is mortgaged to secure payment of indebtedness and the Company cannot make the mortgage
payments, it may have to surrender the property to the lender with a consequent loss of any prospective income and
equity value from such property that may also adversely impact the Company’s credit ratings. Any of these risks can
place strains on the Company’s cash flows, reduce its ability to grow and adversely affect its results of operations.

The Company’s Financial Condition Could Be Adversely Affected by Financial Covenants

The Company’s credit facilities and the indentures under which its senior and subordinated unsecured
indebtedness is, or may be, issued contain certain financial and operating covenants, including, among other things,
leverage ratios, certain coverage ratios, as well as limitations on the Company’s ability to incur secured and
unsecured indebtedness, sell all or substantially all of its assets and engage in mergers and certain acquisitions.
These credit facilities and indentures also contain customary default provisions including the failure to pay
principal and interest issued thereunder in a timely manner, the failure to comply with the Company’s financial and
operating covenants, the occurrence of a material adverse effect on the Company, and the failure of the Company or
its majority — owned subsidiaries (i.e., entities in which the Company has a greater than 50% interest) to pay when
due certain indebtedness in excess of certain thresholds beyond applicable grace and cure periods. These covenants
could limit the Company’s ability to obtain additional funds needed to address cash shortfalls or pursue growth
opportunities or transactions that would provide substantial return to its shareholders. In addition, a breach of these
covenants could cause a default or accelerate some or all of the Company’s indebtedness, which could have a
material adverse effect on its financial condition.

The Company’s Ability to Continue to Obtain Permanent Financing Cannot Be Assured

In the past, the Company has financed certain acquisition and development activities in part with proceeds
from its credit facilities or offerings of its debt or equity securities. These financings have been, and may continue to
be, replaced by other financings. However, the Company may not be able to obtain more permanent financing for
future acquisitions or development activities on acceptable terms. If market interest rates were to increase or other
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unfavorable market conditions were to exist at a time when amounts were outstanding under the Company’s credit
facilities, or if other variable-rate debt was outstanding, the Company’s interest costs would increase, causing
potentially adverse effects on its financial condition and results of operations.

If the Company Fails to Qualify as a REIT in Any Taxable Year, It Will Be Subject to U.S. Federal
Income Tax as a Regular Corporation and Could Have Significant Tax Liability

The Company intends to operate in a manner that allows it to qualify as a REIT for U.S. federal income tax
purposes. However, REIT qualification requires that the Company satisfy numerous requirements (some on an
annual or quarterly basis) established under highly technical and complex provisions of the Code, for which there
are a limited number of judicial or administrative interpretations. The Company’s status as a REIT requires an
analysis of various factual matters and circumstances that are not entirely within its control. Accordingly, it is not
certain that the Company will be able to qualify and remain qualified as a REIT for U.S. federal income tax
purposes. Even a technical or inadvertent violation of the REIT requirements could jeopardize the Company’s REIT
qualification. Furthermore, Congress or the Internal Revenue Service (“IRS”) might change the tax laws or
regulations and the courts could issue new rulings, in each case potentially having retroactive effect that could make
it more difficult or impossible for the Company to continue to qualify as a REIT. If the Company fails to qualify as a
REIT in any tax year, the following would result:

* The Company would be taxed as a regular domestic corporation, which, among other things, means that
it would be unable to deduct distributions to its shareholders in computing its taxable income and would
be subject to U.S. federal income tax on its taxable income at regular corporate rates;

* Any resulting tax liability could be substantial and would reduce the amount of cash available for
distribution to shareholders and could force the Company to liquidate assets or take other actions that
could have a detrimental effect on its operating results and

* Unless the Company were entitled to relief under applicable statutory provisions, it would be
disqualified from treatment as a REIT for the four taxable years following the year during which
the Company lost its qualification, and its cash available for distribution to its shareholders, therefore,
would be reduced for each of the years in which the Company does not qualify as a REIT.

Even if the Company remains qualified as a REIT, it may face other tax liabilities that reduce its cash flow. The
Company may also be subject to certain federal, state and local taxes on its income and property either directly or at
the level of its subsidiaries. Any of these taxes would decrease cash available for distribution to the Company’s
shareholders.

Compliance with REIT Requirements May Negatively Affect the Company’s Operating Decisions

To maintain its status as a REIT for U.S. federal income tax purposes, the Company must meet certain
requirements, on an ongoing basis, including requirements regarding its sources of income, the nature and
diversification of its assets, the amounts the Company distributes to its shareholders and the ownership of its
shares. The Company may also be required to make distributions to its shareholders when it does not have funds
readily available for distribution or at times when the Company’s funds are otherwise needed to fund capital
expenditures.

As a REIT, the Company must distribute at least 90% of its annual net taxable income (excluding net capital
gains) to its shareholders. To the extent that the Company satisfies this distribution requirement, but distributes less
than 100% of its net taxable income, the Company will be subject to U.S. federal corporate income tax on its
undistributed taxable income. In addition, the Company will be subject to a 4% non-deductible excise tax if the
actual amount paid to its shareholders in a calendar year is less than the minimum amount specified under
U.S. federal tax laws. From time to time, the Company may generate taxable income greater than its income for
financial reporting purposes, or its net taxable income may be greater than its cash flow available for distribution to
its shareholders. If the Company does not have other funds available in these situations, it could be required to
borrow funds, sell a portion of its securities or properties at unfavorable prices or find other sources of funds in order
to meet the REIT distribution requirements and to avoid corporate income tax and the 4% excise tax.
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In addition, the REIT provisions of the Code impose a 100% tax on income from “prohibited transactions.”
Prohibited transactions generally include sales of assets that constitute inventory or other property held for sale to
customers in the ordinary course of business, other than foreclosure property. This 100% tax could impact the
Company’s decisions to sell property if it believes such sales could be treated as a prohibited transaction. However,
the Company would not be subject to this tax if it were to sell assets through a taxable REIT subsidiary. The
Company will also be subject to a 100% tax on certain amounts if the economic arrangements between the
Company and a taxable REIT subsidiary are not comparable to similar arrangements among unrelated parties.

Dividends Paid by REITs Generally Do Not Qualify for Reduced Tax Rates

In general, the maximum U.S. federal income tax rate for dividends paid to individual U.S. shareholders is
15% (through 2012). Due to its REIT status, the Company’s distributions to individual shareholders generally are
not eligible for the reduced rates.

Property Ownership Through Partnerships and Joint Ventures Could Limit the Company’s Control of
Those Investments and Reduce Its Expected Return

Partnership or joint venture investments may involve risks not otherwise present for investments made solely
by the Company, including the possibility that the Company’s partner or co-venturer might become bankrupt, that
its partner or co-venturer might at any time have different interests or goals than the Company, and that its partner or
co-venturer may take action contrary to the Company’s instructions, requests, policies or objectives, including the
Company’s policy with respect to maintaining its qualification as a REIT. Other risks of joint venture investments
include impasse on decisions, such as a sale, because neither the Company’s partner or co-venturer nor the
Company would have full control over the partnership or joint venture. These factors could limit the return that the
Company receives from such investments or cause its cash flows to be lower than its estimates. There is no
limitation under the Company’s Articles of Incorporation, or its code of regulations, as to the amount of funds that
the Company may invest in partnerships or joint ventures. In addition, a partner or co-venturer may not have access
to sufficient capital to satisfy its funding obligations to the joint venture. Furthermore, if credit conditions in the
capital markets deteriorate, the Company could be required to reduce the carrying value of its equity method
investments if a loss in the carrying value of the investment is other than a temporary decline. As of December 31,
2010, the Company had approximately $417.2 million of investments in and advances to unconsolidated joint
ventures holding 236 operating shopping centers.

The Company’s Real Estate Assets May Be Subject to Impairment Charges

On a periodic basis, the Company assesses whether there are any indicators that the value of its real estate
properties and other investments may be impaired. A property’s value is impaired only if the estimate of the
aggregate future cash flows (undiscounted and without interest charges) to be generated by the property are less than
the carrying value of the property. In the Company’s estimate of cash flows, it considers factors such as expected
future operating income, trends and prospects, the effects of demand, competition and other factors. The Company
is required to make subjective assessments as to whether there are impairments in the value of its real estate
properties and other investments. These assessments have a direct impact on the Company’s earnings because
recording an impairment charge results in an immediate negative adjustment to earnings. There can be no assurance
that the Company will not take additional charges in the future related to the impairment of its assets. Any future
impairment could have a material adverse effect on the Company’s results of operations in the period in which the
charge is taken.

The Company’s Inability to Realize Anticipated Returns from Its Retail Real Estate Investments Outside
the United States Could Adversely Affect Its Results of Operations

The Company may not realize the intended benefits of transactions outside the United States, as the Company
may not have any prior experience with the local economies or culture. The assets may not perform as well as the
Company anticipated or may not be successfully integrated, or the Company may not realize the improvements in
occupancy and operating results that it anticipated. The Company could be subject to local laws governing these
properties, with which it has no prior experience, and which may present new challenges for the management of the
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Company’s operations. In addition, financing may not be available at acceptable rates and equity requirements may
be different than the Company’s strategy in the United States. Each of these factors may adversely affect the
Company’s ability to achieve anticipated return on investment, which could have an adverse effect on its results of
operations.

The Company Is Subject to Litigation That Could Adversely Affect Its Results of Operations

The Company is a defendant from time to time in lawsuits and regulatory proceedings relating to its business.
Due to the inherent uncertainties of litigation and regulatory proceedings, the Company cannot accurately predict
the uitimate outcome of any such litigation or proceedings. An unfavorable outcome could adversely impact the
Company’s business, financial condition or results of operations. Any such litigation could also lead to increased
volatility of the trading price of the Company’s common shares. For a further discussion of litigation risks, see
“Legal Matters” in Note 8 — Commitments and Contingencies to the Consolidated Financial Statements.

The Company’s Real Estate Investments May Contain Environmental Risks That Could Adversely
Affect Its Results of Operations

The acquisition of properties may subject the Company to liabilities, including environmental liabilities. The
Company’s operating expenses could be higher than anticipated due to the cost of complying with existing or future
environmental laws and regulations. In addition, under various federal, state and local laws, ordinances and
regulations, the Company may be considered an owner or operator of real property or to have arranged for the
disposal or treatment of hazardous or toxic substances. As a result, the Company may become liable for the costs of
removal or remediation of certain hazardous substances released on or in its property. The Company may also be
liable for other potential costs that could relate to hazardous or toxic substances (including governmental fines and
injuries to persons and property). The Company may incur such liability whether or not it knew of, or was
responsible for, the presence of such hazardous or toxic substances. Such liability could be of substantial magnitude
and divert management’s attention from other aspects of the Company’s business and, as a result, could have a
material adverse effect on the Company’s operating results and financial condition, as well as its ability to make
distributions to shareholders.

An Uninsured Loss on the Company’s Properties or a Loss That Exceeds the Limits of the Company’s
Insurance Policies Could Subject the Company to Lost Capital or Revenue on Those Properties

Under the terms and conditions of the leases currently in effect on the Company’s properties, tenants generally
are required to indemnify and hold the Company harmless from liabilities resulting from injury to persons, air,
water, land or property, on or off the premises, due to activities conducted on the properties, except for claim
arising from the negligence or intentional misconduct of the Company or its agents. Additionally, tenants are
generally required, at the tenant’s expense, to obtain and keep in full force during the term of the lease, liability and
full replacement value property damage insurance policies. The Company has obtained comprehensive liability,
casualty, flood and rental loss insurance policies on its properties. All of these policies may involve substantial
deductibles and certain exclusions. In addition, tenants could fail to properly maintain their insurance policies or be
unable to pay the deductibles. Should a loss occur that is uninsured or is in an amount exceeding the combined
aggregate limits for the policies noted above, or in the event of a loss that is subject to a substantial deductible under
an insurance policy, the Company could lose all or part of its capital invested in, and anticipated revenue from, one
or more of the properties, which could have a material adverse effect on the Company’s operating results and
financial condition, as well as its ability to make distributions to shareholders.

Compliance with the Americans with Disabilities Act and Fire, Safety and Other Regulations May
Require the Company to Make Unplanned Expenditures That Adversely Affect the Company’s Cash
Flows

All of the Company’s properties are required to comply with the Americans with Disabilities Act, or ADA. The
ADA has separate compliance requirements for “public accommodations” and “commercial facilities,” but generally
requires that buildings be made accessible to people with disabilities. Compliance with the ADA requirements could
require removal of access barriers, and non-compliance could result in imposition of fines by the U.S. government or
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an award of damages to private litigants, or both. While the tenants to whom the Company leases properties are
obligated by law to comply with the ADA provisions, and are typically obligated to cover costs of compliance, if
required changes involve greater expenditures than anticipated, or if the changes must be made on a more accelerated
basis than anticipated, the ability of these tenants to cover costs could be adversely affected. As a result, the Company
could be required to expend funds to comply with the provisions of the ADA, which could adversely affect the results
of operations and financial condition and its ability to make distributions to shareholders. In addition, the Company is
required to operate the properties in compliance with fire and safety regulations, building codes and other land use
regulations, as they may be adopted by governmental agencies and bodies and become applicable to the properties.
The Company may be required to make substantial capital expenditures to comply with those requirements, and these
expenditures could have a material adverse effect on its ability to meet its financial obligations and make distributions
to shareholders.

The Company’s Properties Could be Subject to Damage from Weather-Related Factors

A number of the Company’s properties are located in areas that are subject to natural disasters. Certain of the
Company’s properties are located in California and in other areas with higher risk of earthquakes. In addition, many
of the Company’s properties are located in coastal regions, and would therefore be affected by any future increases
in sea levels or in the frequency or severity of hurricanes and tropical storms, whether such increases are caused by
global climate changes or other factors.

The Company’s Articles of Incorporation Contain Limitations on Acquisitions and Changes in Control

In order to maintain the Company’s status as a REIT, its Articles of Incorporation prohibit any person, except
for certain shareholders as set forth in the Company’s Articles of Incorporation, from owning more than 5% of the
Company’s outstanding common shares. This restriction is likely to discourage third parties from acquiring control
of the Company without consent of its Board of Directors even if a change in control were in the best interests of
shareholders.

The Company Has a Number of Shareholders Who Beneficially Own a Significant Portion of Its
Outstanding Common Shares, and Their Interests May Differ from the Interests of Other Shareholders

The Company’s significant sharcholders are in a position to influence any matters that are brought to a vote of
the holders of the Company’s common shares, including, among others, the election of the Company’s Board of
Directors and any amendments to its Articles of Incorporation and code of regulations, Without the support of the
Company’s significant shareholders, certain transactions, such as mergers, tender offers, sales of assets and business
combinations, that could give shareholders the opportunity to realize a premium over the then-prevailing market
prices for common shares may be more difficult to consummate. The interests of the Company’s significant
shareholders may differ from the interests of other shareholders. If the Company’s significant shareholders sell
substantial amounts of the Company’s common shares in the public market, the trading price of the Company’s
common shares could decline significantly.

Changes in Market Conditions Could Adversely Affect the Market Price of the Company’s Publicly
Traded Securities

As with other publicly traded securities, the market price of the Company’s publicly traded securities depends
on various market conditions, which may change from time to time. Among the market conditions that may affect
the market price of the Company’s publicly traded securities are the following:

+ The extent of institutional investor interest in the Company;
» The reputation of REITs generally and the reputation of REITs with similar portfolios;

« The attractiveness of the securities of REITs in comparison to securities issued by other entities
(including securities issued by other real estate companies);

+ The Company’s financial condition and performance;
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» The market’s perception of the Company’s growth potential and future cash dividends;

* An increase in market interest rates, which may lead prospective investors to demand a higher
distribution rate in relation to the price paid for the Company’s shares and

¢ General economic and financial market conditions.

The Company May Issue Additional Securities Without Shareholder Approval

The Company can issue preferred shares and common shares without shareholder approval subject to certain
limitations in the Company’s Articles of Incorporation. Holders of preferred shares have priority over holders of
common shares, and the issuance of additional shares reduces the interest of existing holders in the Company.

The Company’s Executive Officers Have Agreements That Provide Them with Benefits in the Event of a
Change in Control of the Company or if Their Employment Is Terminated Without Cause

The Company has entered into employment and other agreements with certain executive officers that provide
them with severance benefits if their employment ends under certain circumstances following a change in control of
the Company or if the Company terminates the executive officer “without cause” as defined in the employment
agreements. These benefits could increase the cost to a potential acquirer of the Company and thereby prevent or
deter a change in control of the Company that might involve a premium price for the common shares or otherwise
affect the interests of shareholders.

Item 1B. UNRESOLVED STAFF COMMENTS

None.

Item 2. PROPERTIES

At December 31, 2010, the Portfolio Properties included 525 shopping centers (including 236 centers owned
through unconsolidated joint ventures and three that are otherwise consolidated by the Company) and six office
properties. The shopping centers consist of 495 community shopping centers, 22 enclosed malls and eight lifestyle
centers. The Portfolio Properties also include more than 1,800 acres of undeveloped land, primarily development
sites and parcels, located adjacent to certain of the shopping centers. The shopping centers aggregate approximately
91.5 million square feet of Company-owned GLA (approximately 129 million square feet of total GLA) and are
located in 41 states, plus Puerto Rico and Brazil. These centers are principally in the Southeast and Midwest, with
significant concentrations in Georgia, Florida, New York and Ohio. The Company owns land in Canada and Russia
at which development was deferred. The office properties aggregate 0.5 million square feet of Company-owned
GLA and are located in four states, primarily in Maryland.

The Company’s shopping centers are designed to attract local area customers and are typically anchored by
two or more national tenant anchors (such as Walmart, Kohl’s or Target). The properties often include a
supermarket, drug store, junior department store and/or other major “category-killer” discount retailers as
additional anchors or tenants. The tenants of the shopping centers typically offer day-to-day necessities rather
than high-priced luxury items. As one of the nation’s largest owners and operators of shopping centers, the
Company has established close relationships with a large number of major national and regional retailers, many of
which occupy space in the shopping centers.

spacs 11 U0 15 LAl

Shopping centers make up the largest portion of the Company’s portfolio, constituting 80.5 million (87.9%)
square feet of Company-owned GLA. Enclosed malls account for 8.0 million square feet (8.8%) of Company-
owned GLA, and lifestyle centers account for 3.0 million square feet (3.3%) of Company-owned GLA. At
December 31, 2010, the average annualized base rent per square foot of Company-owned GLA of the Company’s
286 wholly-owned shopping centers was $12.23. For the 236 shopping centers owned through joint ventures and
three of which are consolidated, annualized base rent per square foot was $14.74. The average annualized base rent
per square foot of the Company’s office properties was $11.05.
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Information as to the Company’s 10 largest tenants based on total annualized rental revenues and Company-
owned GLA at December 31, 2010, is set forth in “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” included in Item 7 of this Annual Report on Form 10-K for the year ended December 31,
2010. In addition, as of December 31, 2010, unless otherwise indicated, with respect to the 525 shopping centers:

* 130 of these properties are anchored by a Walmart, Kohl’s or Target store;

« These properties range in size from 6,800 square feet to approximately 1,500,000 square feet of total
GLA (with 75 properties exceeding 400,000 square feet of total GLA and 220 properties exceeding
200,000 square feet of total GLA);

« Approximately 64.8% of the aggregate Company-owned GLA of these propérties is leased to national
tenants, including subsidiaries of national tenants, approximately 14.0% is leased to regional tenants,
and approximately 9.6% is leased to local tenants;

« Approximately 88.4% of the aggregate Company-owned GLA of these properties was occupied as of
December 31, 2010. With respect to the properties owned by the Company, or its unconsolidated joint
ventures, as of December 31 of each of the last five years beginning with 2006, between 86.9% and
95.2% of the aggregate Company-owned GLA of these properties was occupied and

» The Company had three wholly-owned shopping centers under development and/or redevelopment.

Tenant Lease Expirations and Renewals

The following table shows the impact of tenant lease expirations for the next 10 years at the Company’s 286
wholly-owned shopping centers and six office properties, assuming that none of the tenants exercise any of their
renewal options:

Average Percentage of
Annualized Base Total Leased Percentage of
Approximate Base Rent Rent Per Square Square Footage Total Base
No. of Lease Areain  Under Expiring Foot Under Represented Rental Revenues
Expiration Leases Square Feet Leases Expiring by Expiring Represented by
Year Expiring (Thousands) (Thousands) Leases Leases Expiring Leases
2001 .. ... ... 708 3,698 $ 52,303 $14.15 7.4% 9.9%
2012......... 678 5,251 64,554 12.29 10.5 12.3
2013......... 606 4,409 56,120 12.73 8.8 10.7
2014 ......... 502 4,838 59,362 12.27 9.7 11.3
2015......... 469 4,999 57,372 11.48 10.0 10.9
2016......... 244 3,080 39,689 12.89 6.1 7.5
2017 ..., .. .. 144 2,757 31,567 11.45 5.5 6.0
2018......... 162 2,169 27,816 12.83 4.3 5.3
2019......... 116 2,521 29,901 11.86 5.0 5.7
2020......... 129 1,553 21,170 13.63 31 4.0
Total . ........ 3,758 35,275 $439,854 $12.47 70.4% 83.7%
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The following table shows the impact of tenant lease expirations at the joint venture level for the next 10 years
at the Company’s 236 unconsolidated joint venture shopping centers and three consolidated shopping centers,

assuming that none of the tenants exercise any of their renewal options:

Average Percentage of
Annualized Base Total Leased Percentage of
Approximate Base Rent Rent Per Square Square Footage Total Base
No. of Lease Area in Under Expiring Foot Under Represented by Rental Revenues
Expiration Leases Square Feet Leases Expiring Expiring Represented by
Year Expiring (Thousands) (Thousands) Leases Leases Expiring Leases
2011 ......... 1,044 3,315 $ 64,764 $19.54 7.9% 12.5%
2012......... 951 4,243 75,847 17.87 10.1 14.6
2013......... 846 3,681 61,592 16.73 8.8 11.9
2004......... 889 4,584 70,552 15.39 10.9 13.6
2015......... 604 3,430 54,397 15.86 8.2 10.5
2016......... 204 3,417 37,699 11.03 8.1 7.3
2017 ..., ... 94 1,682 22,355 13.29 4.0 43
2018......... 93 1,544 20,573 13.32 3.7 4.0
2019......... 94 1,701 23,043 13.54 4.1 44
2020......... 80 1,763 18,708 10.61 4.2 3.6
Total......... 4,899 29,360 $449,530 $15.31 70.0% 86.5%

The rental payments under certain of these leases will remain constant until the expiration of their base terms,
regardless of inflationary increases. There can be no assurance that any of these leases will be renewed or that any

replacement tenants will be obtained if not renewed.
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