
Forest City Enterprises Inc

2010 Summary Annual Report and Supplemental Package

III IIIII II II IIllI

11006897

50 ran aJ apuh company



Real Estate Portfolio Overview st

January 31 2011

Retail Square Feet Including Anchors

26464000

Office Buildings Leasable Square Feet

14259000

Hotels Rooms

1573

Apartments Units

includes residual interest in 741 Federally 34 355
Subsidized hues ng units

Military Housing Units

11919

Arena Square Feet/Seats

670000/18000

Land Development Gross Acres Held

11415

iscledes eecnnsnlidaiedprapertses

Commercial Group
2010 Performance at Glance

Total

Completed Projects

Projects
Under Construction

Total Assets

Retail

Completed Retail Centers

Retail Centers Under Construction

Total Retail Square Footage

Gross Leasable Area

Office

Completed Office Buildings

Office Buildings Under Construction

Office Square Footage

Arena

Arena Under Construction

Total Arena Square Footage

Estimated Seating Capacity

for NBA Basketball Event

Hotel

Completed Hotels

Total Rooms

Residential Group

2010 Performance at Glance

Land Development Group
2010 Performance at Glance

EBDT2i

Gross Acres Owned at Year End

Number of Projects

Acres with Option to Purchase

2.4 mu
11415

35

8358

EBDTOi 77.5 mu

Comparable NOl Increase0 2.0%

Retail Comparable NOl Increase 2.2%

Office Comparable NOl Increaseis 2.1%

Regional Mall Sales Per Square Foot $399

Comparable Regional Mall

Sales Increase 3.2%

Comparable Retail Occupancy 91.2%

Comparable Office Occupancy 88.4%

Portfolio at Glanc6

EBDTizi $1 06.6 mu

Comparable NOl lncreasei 2.7%

Comparable Annual Average

Occupancy 94.7%

Comparable year-End Occupancy 94.3%

Portfolio at Glancesi

Total Assets 2.7 bil

Completed Apartment Communities 120

Apartment Communities Under

Construction

Completed Apartment Units 33282

Apartment Units Under Construction 1073

Completed Military Housing

Communities

Military Housing Communities Under

Construction

Completed Military Housing Units 1952

Military Housing Units Under

Construction 9967

On the cover left to right v/doria Gardens in

Rancho Cucamonga California Stapleton in

Denver New York Times But/ding tn New York

City Waterfront Station in Washington

Presidio Landmark in San Francisco Spruce

Street in New York
City

On the back cover left to right Metro 417 in

Los Angeles University Park at MIT in Cambridge

Massachusetts Metro Tech Center in New York

City The River Lofts at Tobacco Row in Richmond

Virginia
San Francisco Centre in San Franosco

Central Station in Chicago

99

8.5 bil

44

26.5 mu
16.0 mu

51

14.3 mu

670000

18000

1573

See tootnotes on page 16



Financial Highlights
Years ended January31 in millions

Forest City Enterprises Inc and Subsidiaries

285 301 310

______________________________

266

219

January 31

2011 2010
as adlusted

in thousands except share and per share data 07 08 09 10 11

Operating Results
Real Estate at Cost

Revenues from real estate operations 1177661 1232013 January 31On billions

Earnings before depreciation amortization
11.3 11

and deferred taxes EBDTI 309875 301106
9.2

Net earnings loss attributable to

8.2

Forest City Enterprises Inc 58660 30651

Net earnings loss attributable to

Forest City Enterprises Inc

common shareholders 46853 30651 07 08 09 10 11

Per Share Net Operating Income

EBDTula 1.59 2.00 Janua Th2OliS7l42niJhon

Net earnings loss attributable to

Forest City Enterprises Inc 34 22

Net earnings loss attributable to Office

Forest City Enterprises Inc
Buddings

common shareholders 30 22 Land

Basic weighted average common
Roteis AP1atlnte

Mihtary

shares outstandingtSl4J 155485243 139825349 1.8% Housing

Diluted weighted average common

shares outstandinglall4 200909266 151890543 Total Assets

January 31 in billions

Share Price 11.4
11.9 11.8

10.3

Class 16.91 11.31 9.0

Class 16.77 11.27

Financial Position

Consolidated assets 11769209 11916711 07 08 09 10 11

Real estate at cost 11166539 11340779

Nonrecourse mortgages and notes payable. 7207218 7619873 Liquidity
cash and credit available January31

Other long-term debt including senior in millions

and subordinated debt 910835 1159940
64

729

Consolidated shareholders equity 1529399 1148626

See footnotex on page 16
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07 08 09 10 11



Dear Feflow Sharehders

2010 was milestone year for Forest City in many

respects It marked our 50th year as public company and

90 years since our founding but its significance went far

beyond anniversaries It was year of important financial

and strategic progress for the Company Our portfolio

performed very well we opened signature new properties

and we made substantial strides on our pipeline projects

We took major steps to improve our balance sheet and

position the Company for future growth In the market

place we began to see signs of gradual turnaround in

key real estate fundamentals All of these things have

contributed to growing sense of optimism and possibility

for the future

We are pleased with our fiscal 2010 results overall

including achieving record total EBDI These results were

driven by the strong performance of our portfolio of rental

properties both mature and newer properties In addition

to the solid portfolio fundamentals another key driver of

our results was the sale of portion of our interest in the

Nets and the Barclays Center arena transaction that was

catalytic for the development of the arena and the overall

Atlantic Yards project in Brooklyn

Over the past two years we have started two new

projects the long-awaited Barclays Center arena near

the end of 2009 and in the second quarter of 2010

Foundry Lofts the first residential building at The Yards in

Washington D.C During that same two-year span we

continued to deliver on our pipeline of projects that were

already under construction when the financial meltdown

began in late 2008 Over that time period we have

completed approximately $800 million of new real estate

at our pro-rata share $600 million at full consolidation

Overall these high-quality projects have opened well-

leased and accretive to our results

We have taken advantage of capital market conditions

to further de-leverage our balance sheet through debt-for-

equity exchanges for preferred equity and early inducement

conversions of debt for common equity In total during

2010 we reduced the principal balance of our near- to

mid-term senior notes by approximately $308 million and

only invested $16.6 million of cash to accomplish this

debt reduction Early in 2011 we crintinued this effort to

address corporate recourse debt by completing new

revolving credit
facility

with group of 13 banks which

we announced on March 31 2011 The new line has

improved pricing and covenants as well as longer term

compared with the prior credit
facility

Finally as we have done historically we have continued

to selectively monetize assets in our portfolio to capture

value and generate liquidity Two significant transactions

from the portfolio occurred early in the first quarter of

2010 our Bernstein Management Corporation joint

venture involving three Washington D.C area apartment

communities and our joint venture with Health Care

REIT for seven research and technology office buildings

at University Park at MIT in Cambridge third major

transaction which closed in late March 2011 was our

New York retail joint venture with Madison International

Realty for ownership of 15 retail centers in the New York

City metropolitan area In all three of these transactions

The initial phase of Waterfront Stahon located in southwest

Washington O.C includes two new office buildings fully leased to

the Oistrict of columbia for government offices



Forest City retained significant ownership interest in the

properties as well as property management and leasing

responsibilities These joint ventures were all completed at

very competitive rap rates generated substantial liquidity

and demonstrate the tremendous value in our portfolio

Successful execution in all of these areas in the

portfolio and pipeline in the capital markets and through

selective asset sales and joint ventures allowed us to

create significant shareholder value achieve strong results

reduce risk and enhance our financial flexibility At the

same time we retained deep high-quality pool of future

development opportunities that can drive growth as market

conditions continue to improve

Financial Results

Our EBDT for the year ended January 31 2011

was $309.92 million record high for the Company

and 2.9 percent increace rompa red with last years

$301 .12 million On
fully diluted per-share basis EBDT

was $1.59 20.5 percent decrease from the prior years

$2.00 per share Per-share data reflect the dilutive effect

of the new Class common shares we issued during the

second quarter of 2009 and the if-converted effect

of convertible debt and convertible preferred stock issued

in 2009 and 2010

EBDT and EBDT per share are non-Generally Accepted

Accounting Principles GAAP measures We believe

Our EBDT for the fiscal year was $309.92 million

record high for the Company and 2.9 percent

increase compared with last year

Along with the other milestones of 2010 and early

2011 one of the most significant for the future of our

Company was the March 2011 announcement of our

senior-leadership succession plan Under the plan Chuck

Ratner will become chairman of the board and David

LaRue will become president and chief executive officer

effective on June 10 2011 The current co-chairmen of

the board Albert Ratner and Sam Miller will become

co-chairmen emeritus at that time and will remain active

with the Company but will no longer serve on the board

Since making this announcement we have been

gratified by the positive reception and the many supportive

comments from shareholders associates lenders business

partners and other constituencies With Forest Citys 50th

anniversary as public company in 2010 it is fitting that

new generation of leadership is stepping up to lead the

Company We are enthusiastic about having David LaRue

become president and CEO and we look forward to

working with him to continue to create new value for

Forest City shareholders See page
11 to read more about

the leadership transition

EBDT is key indicator of our performance and over

the long term our ability to grow shareholder value An

exhibit illustrating factors impacting our full-year 2010

EBDT results is available on page 24 of the Supplemental

Package included in this 2010 Summary Annual Report

and Supplemental Package

EBDT for the year was also impacted by loss on

early extinguishment of debt of $31.7 million pre-tax

related to the exchange of portion of the Companys

5.00% Convertible Senior Notes due 2016 for Class

common stock Absent the impact of this transaction

our EBDT results would have been significantly higher

Nonetheless we believe the decision to take advantage

of the opportunity to convert $1 10 million of debt to

equity was the right one and we will continue to make

improving our balance sheet high priority going forward

For fiscal 2010 pre-tax EBDT from the Commercial and

Residential Segments combined decreased $16.72 million

Results from the portfolio were favorably impacted by

lower write-offs of abandoned development projects of

$16.3 million increased NOl on our mature portfolio



of $12.9 million and the ramp-up of new properties of

$12.0 million These increases were offset by reduced

EBDT from properties sold of $24.2 million reduced gain

on early extinguishment of nonrecourse mortgage debt of

$16.3 million primarily due to fewer opportunities to buy

back nonrecourse mortgage debt at discount decreased

income from the HUD replacement reserve of $7.7 million

decreased EBDT from military housing of $10.7 million due

to lower construction and development fee income as

anticipated and increased interest expense on the mature

portfolio of $10.7 million

Pre-tax EBDT from the Land Segment decreased

$74 million primarily due to the 2009 gain on early extin

guishment of nonrecourse mortgage debt of $11.3 million

partially offset by increased sales

The Nets provided pre-tax EBDT increase of $62.9

million primarily due to the gain on disposition of partial

interest of $31.4 million and decreased losses of $31.5

million due to decrease in Forest Citys share of allocat

ed losses as result of new operating agreements entered

into upon sale of the controlling interest on May 12 2010

Pre-tax EBDT was also impacted by $17.0 million

decrease in corporate interest expense primarily as result

of the reduction in the strike rate for corporate interest rate

swaps and the retirement of Senior Notes in exchange for

preferred stock Finally EBDT was unfavorably impacted by

smaller tax benefit of $11.8 million compared with the

prior year

Net earnings attributable to Forest City Enterprises Inc

was $58.7 million or $0.34 per share compared with

net loss of $30.7 million or $0.22 per share in 2009

Revenues for the fiscal year ended January 31 2011

were $1.18 billion 4.4 percent decrease compared with

prior-year revenues of $1.23 billion

At January 31 2011 the Company had $228.0 million

$193.4 million at full consolidation of cash on its balance

sheet and $222.9 million of available capacity on the

Companys revolving line of credit

Capital Transactions and Other Financing Activities

During the 2010 fiscal year we closed on transactions

totaling $1.3 billion $1.2 billion at the Companys pro

rata share in nonrecourse mortgage financings including

$231 million $272 million at the Companys pro-rata

share in refinancing $593 million of development projects

$196 million at the Companys pro rata share and

$521 million $683 million at the Companys pro-rata

share in loan extensions and additional fundings

At 76 stories high the Frank Gehry designed spruce Street with stainless steel taçade in Lower Manhattan

is the tallest residential building in the Western Hemisphere



In addition since January 31 2011 the Company has

addressed through closed loans and committed financings

$296.7 million $276.6 million at the Companys pro-rata

share of the $1.1 billion of net maturitiec inclusive of

notes payable coming due in fiscal year
2011

During 2010 we continued to execute series of

capital markets and financing transactions that contributed

to improving Forest Citys balance sheet and enhancing

liquidity These transactions included

Exchanging through privately negotiated transactions

$110.0 million of 5.00% Convertible Senior Notes

due 2016 for total of approximately 9.8 million

shares of Class common stock Approximately

$90.0 million of the 2016 Convertible Senior Notes

remain outstanding

As of January 31 2011 the Companys weighted

average cost of mortgage debt decreased to 5.07 percent

from 5.17 percent at January 31 2010 primarily due to

decrease in both fixed-rate and variable-rate mortgage debt

Fixed-rate mortgage debt which represented 71 percent

of our total nonrecourse mortgage debt and is inclusive

of interest rate swaps decreased from 6.05 percent at

January 31 2010 to 5.97 percent atJanuary 31 2011

Variable-rate mortgage debt decreased from 3.02 percent

at January31 2010 to 2.87 percent at January31 2011

All interest rates are at full consolidation

We continue to see gradual improvement in credit

market conditions arid availability of capital at attractive

rates to finance operating properties Throughout the

recession and into the recovery we have consistently

We have used selective asset sales and joint ventures to

capitalize on firming asset pricing in key real estate segments

and to capture value and generate liquidity from our portfolio

Entering into privately negotiated transactions with

certain holders of our senior notes due 2011 2015 and

2017 for new issue of 7.0% Series Cumulative

Perpetual Convertible Preferred Stock resulting in

exchanges of $178.7 million of senior notes for

$170 million of Series preferred stock and cash sale

of an additional $50 million of Series preferred stock

In addition early in fiscal 2011 we closed on new

$425 million revolving credit
facility

with 13-member

bank group The new three-year facility
has more favorable

pricing and covenants as well as longer term with an

additional one-year extension option all of which will help

position us to take advantage of improving conditions in

real estate and the markets we serve The new facility

which could be increased up to $450 million replaces the

prior revolving credit facility which was scheduled to

mature in February 2012

demonstrated our ability to meet the financing needs

of the portfolio while continuing to use non-recourse

mortgage debt at the property level This is testament

to the quality of our real estate portfolio the long-term

relationships we have built with lenders and the skill and

perseverance of our finance teams

Asset Sales and Joint Ventures

Throughout 2010 and early 2011 we have used

selective asset sales and joint ventures to capitalize on

firming asset pricing in key real estate segments and to

capture value and generate liquidity from our portfolio

These transactions were completed at attractive cap rates

and generated total proceeds exceeding $400 million

Key transactions in 2010 and early 2011 include

Creation of joint venture with Bernstein Management

Corporation for ownership of three multifamily

apartment communities in the Washington D.C



area which resulted in proceeds of approximately

$29 million representing cap rate of 6.5 percent

Establishment of joint venture with Health Care REIT

Inc for ownership of seven life science office buildings

at University Park at MIT in Cambridge Massachusetts

The transaction represents 7.6 percent cap rate

and resulted in total proceeds of approximately

$139 million

Agreement with Nets Sports and Entertainment and

Mikhail Prokhorov under which entities controlled

by Prokhorov acquired an 80 percent interest in the

Nets basketball team and 45 percent share in the

Barclays Center arena in Brooklyn in exchange for

an investment of $200 million

The sale of 16 acres of land and air rights for

$85 million to Rock Ohio Caesars for development of

its casino adjacent to Tower City Center in Cleveland

Rock Ohio Caesars has also agreed to five-year lease

for approximately 303000 square feet in Forest Citys

Higbee Building in Cleveland for Phase of the new

Horseshoe Casino Cleveland

Creation of joint ventures with Madison International

Realty LLC for ownership of 15 of our mature retail

and entertainment properties in the New York City

metropolitan area Madison invested approximately

$170 million in exchange for 49 percent equity

interest in the properties Overall the transaction

valued the properties at $851.5 million including

$499.9 million of debt representing 6.9 percent

cap rate on 2010 net operating income

Each of these transactiobs as well as others completed

during 2010 and early 2011 demonstrate the significant

value in our portfolio and our continuing ability to create

liquidity by monetizing elements of that portfolio

Portfolio Performance

We are pleased with the performance of our portfolio

including both mature and newer properties Throughout

2010 we believe the portfolioperformed in the top quartile

for the industry across all of our primary property types

Overall comparable property net operating income Comp

NOl from the portfolio increased 2.1i percent for the year

compared with 2009 and Comp NOl in our major property

types were all

up
in 2010 Comparable property occupancies

finished the year significantly above 2009 levels in all three

major portfolio segments office retail and residential

Comp NOl defined as NOl from properties operated

for the full year in both 2010 and 2009 is non-CAAP

financial measure and is based on the pro-rata consolidation

method also non-GAAP financial measure

Office

Our office portfolio showed strength throughout

2010 with Comp NOl for the year increasing 2151 percent

while comparable office occupancies were 88.4 percent at

the end of the year decrease from the end of 2009 The

decrease in the office portfolio was due primarily to lease

expirations at two office buildings in New York Our life

sciences properties including the Science Technology

Park at Johns Hopkins in Baltimore University Park at MIT

near Boston and Illinois Science Technology Park in

Skokie Illinois continue to be leading component of

the office portfolio Office leasing spreads the difference

between rents on expiring leases and rents on new leases

increased 13.8 percent in 2010 compared with the prior

year reflection of strength in the life sciences component

of the office portfolio

Lease up is continuing at Presidio Landmark the adaptive re use ot

tormer
military hospital into 161 upscale apartments located within

the Presidio National Park in San Francisco



Retail

In 2010 Camp NOl far the retail segment increased

percent and accupancy in aur camparable retail centers

was 91.2 percent Retail leasing spreads in aur regional malls

decreased 5.8 percent primarily reflecting aur strategic

decisian ta priaritize accupancy and ca-tenancy in exchange

far shart-term rent cancessians in selected retail lease

rallavers Regianal mall sales averaged $399 per square

faat Camparable regianal mall sales increased 3.2 percent

far 2010 campared with 2009 Leading perfarmers amang

the Campanys regianal malls include San Francisca Centre

fram Military Hausing was dawn far the year this

remains saud prafitable business and we cantinue ta

evaluate appartunities ta graw aur nearly 12000-unit

military partfalia During 2010 we were awarded the Air

Farces Sauthern Graup multi-base family hausing praject

which cansists af 2185 hausing units

Land

Our land business has clearly been the segment hit

hardest by the bursting af the hausing bubble the turmail

in the financial sectar and the recessian Our 2010 results

We are pleased with the performance of our portfolio

including both mature and newer properties Overall Comp
NOl from the portfolio increased 2.1 percent for the year

in San Francisca Califarnia Shart Pump Tawn Center in

Richmand Virginia Victaria Gardens in Rancha Cucamanga

Califarnia Pramenade at Temecula in Temecula Califarnia

and Ballstan Camman Mall in Arlingtan Virginia

Residential

Far the full year Camp NOl fram aur residential

partfalia increased 2.7 percent Camparable average

accupancies were 94.7 percent and camparable praperty

net rental incame defined as grass rent less vacancies and

cancessians ended the year at 91.6 percent The impraved

results are attributable ta re-pricing strategy alang with

the lack af new praduct deliveries in aur markets and the

angaing saftness in the campeting far-sale hausing

market Even madest impravements in the ecanamy and

emplayment autlaak can have significant pasitive effect

an the multifamily rental market especially if as expected

the far-sale hausing sectar is slawer ta recaver

As expected canstructian and develapment fees

fram aur Military Hausing business have cantinued ta

decrease due ta the campletian af the develapment

phases at several af aur installatians Aithaugh EBDT

far the Land Segment shaw that this business remains
very

saft thaugh prafitable averall We cantinue ta see slaw

pace af turnaraund as hamebuilders exercise cautian in

acquiring new lats in mast markets araund the cauntry

Nanetheless we cantinue ta take advantage af

unique appartunities ta pursue land transactians that add

new sharehalder value Far example in April 2010 we

annaunced financing and develapment partnership

far Waadfarest an existing 3000-acre master-planned

cammunity in suburban Haustan ane af the strangest

single-family hame markets in the cauntry

Stapletan in Denver cantinues be bright spat and ane

af the strangest master-planned cammunities in its market

area During 2010 builders at Stapletan saId mare than

250 hames 22 percent increase in new hame clasings

campared with 2009 That strength is directly attributable

ta the sense af place and quality af life Stapletan has

achieved thraugh thaughtful neighbarhaad design range

af hausing types and prices and cammitment ta sustain

able develapment Stapletans grawing natianal reputatian

was recently highlighted when cable televisian netwark

HGTV built its 2011 Green Hame at Stapletan

I-



Openings and Pipeline Update

Over the past year we have successfully opened high-

quality high-profile projects in good markets in the East

West and South even as we have continued to proceed

cautiously with new development This is continuation of

our strategy implemented in late 2008 in
response to the

early signs of the recession

Despite only modest new project starts anticipated

in fiscal 2011 we have substantial shadow pipeline

opportunities that we intend to ramp up as conditions

continue to improve We believe these opportunities

create solid foundation for future growth and value

creation for Forest City

2010 Property Openings

We opened four projects in 2010 adding $512.3

million of cost at the Companys pro rata share $339.7

million at full consolidation Openings during the year were

East River Plaza 527000-square foot big-box retail

center in Manhattan The center which is the first of

its kind in the area is 90 percent leased and includes

tenants Costco Target Best Buy Marshalls PetSmart

Old Navy Bobs Discount Furniture and others We

have secured nine-year permanent financing at

long-term low fixed rate Key tenants report solid

sales growth and are performing well relative to other

stores in their respective chains

Two office buildings at the mixed-use Waterfront

Station project in Southwest Washington D.C

The two buildings total 631000 square feet of

office and ground-level retail space The office

component is fully leased to the District of Columbia

for government offices

Village at Gulfstream Park 511000-square-foot

mixed-use retail center in Hallandale Beach Florida

The center which is anchored by Gulfstream Park

Racetrack and Casino features 422000 square feet of

retail space and 89000 square feet of Class office

space Currently 80 percent of the center is leased

This shopping and entertainment destination serves

the affluent greater Miami/Ft Lauderdale market but

The 511000 square foot
Village

at Gultstrearn Park is an open air

lifestyle center in Hallandale Beach Flonda tea tunng dining and retail

and anchored by Gultstream Park racetrack

opened during very difficult economic and market

conditions which slowed the
ramp-up

of operations

As result at the end of the year we recognized

$35.0 million $21.4 million net of tax impairment in

our investment Despite this we believe strongly in the

long-term value proposition of the existing property

and the additional future entitlements we have there

Presidio Landmark 161 apartments in the Presidio

National Park in San Francisco The developments

two components are 154-unit adaptive re-use of

historically significant former U.S Health Service

hospital and small number of new three-story

townhomes all built to high standard of sustainability

Lease-up began in September 2010 and the property

is currently 42 percent leased

-J



Under Construction and 2011 Property Openings

At the end of fiscal 2010 Forest City had four projects

under construction with total project cost of $2.7 billion

$1.7 billion at the Companys pro-rata share Three of

the projects are in our New York City core market and

the fourth is at The Yards in Washington D.C

Leasing efforts and construction continue at

Westchesters Ridge Hilt the Companys mixed-use

retail project in Yonkers New York with commitments

At the time of this writing after just two months of active

leasing we have commitments for more than 10 percent

of the total units

Work continues at the Barclays Center arena at

Atlantic Yards the future home of the NBAs Nets basketball

team in Brooklyn With steel now rising several stories

above ground level at the site the building is taking shape

and the reality of major league sports returning to Brooklyn

has helped generate additional momentum and enthusiasm

Today we believe Forest City is stronger company with

much-improved balance sheet and dramatically reduced

development risk and is well positioned to take advantage

of future growth opportunities

for 46 percent of the retail space as of the time of this writ

ing The center is expected to open in phases beginning in

the second quarter of this year leading up to the opening

of anchor Lord Taylor which is constructing an 80000-

square-foot store that is expected to open in February 2012

Other committed tenants include National Amusements

Whole Foods L.L Bean Dicks Sporting Goods REI and

Cheesecake Factory as well as WESTMED Medical Group

as an anchor office tenant With Lord Taylor as major

anchor for the center we believe Ridge Hill is positioned to

take advantage of improving conditions in retail and the

general economy and to become premier retail mixed-use

property for the community and for Forest City

At Spruce Street formerly known as Beekman

the Frank Gehry-designed apartment high rise in lower

Manhattan leasing activity and initial tenant move-ins are

underway for the lower floors while interior build-out

continues on the
upper

floors Full lease-up of the 76-story

building which has total of 903 market-rate units is

expected to continue into 2012 Project costs are in line

with the Companys budget and the rental market in the

Lower Manhattan submarket continues to be very strong

for the project Approximately 55 percent of
pro

forma

contractually obligated revenues are currently under contract

for the arena which is expected to open in late 2012

In ur Washington D.C core market on of the

strongest markets in the country we continue construction

on Foundry Lofts the initial residential building at The

Yards This adaptive reuse of former Navy Yard industrial

building is on track to be completed and begin lease-up

in the third quarter of 2011 and will offer 170 loft-style

apartments including 34 two-level penthouse units

Reflections and Outlook

With our results for 2010 we feel sense of consider

able accomplishment and just as important optimism

about the future We have now completed our second full

year
of successfully navigating the most difficult economic

and real estate market conditions most of us have ever

experienced indeed perhaps more difficult than at any

other time in our 50 years as public company Today

we believe Forest City is stronger company with

much-improved balance sheet and dramatically reduced

development risk and is well positioned to take advantage

of future growth opportunities



Clearly there is still work to do and challenges to face

and our optimism is tempered by the fad that the economic

outlook remains uncertain Overall however we feel better

today about Forest City and our future than at any time

in the recent past With the foundation of our strong

operating portfolio the significant in-place entitlement in

some of the strongest urban markets in the country and

our core competency as an operator and developer of

high-quality real estate we continue to feel very good

about our ability
to achieve future growth

In summary though we retain an appropriate measure

of caution in our outlook we are confident in our
ability

to build long-term value for our shareholders associates

business partners and the communities where we live and

work The management team and all of our associates

thank you for your ongoing support

Samuel Miller

Co-Chairman of the Board and Treasurer

Albert Ratner

Co-Chairman of the Board

President and Chief Executive Officer

tovtei

Financial and Corporate

Announced management succession plan
with Charles Ratner becoming chairman and

David LaRue president and CEO effective at

June 10 2011 annual meeting

Achieved record EBDT of $309.9 million in

fiscal 2010

Addressed approximately $1 .27 billion at pro rata

of property-level nonrecourse mortgage debt

maturities

Exchanged $110.0 million of convertible senior

notes for common stock

Exchanged $178.7 million of Senior Notes due

in 2011 2015 and 2017 for $170 million of

convertible preferred stock issued additional

$50 million of preferred stock for cash

Closed new $425 million revolving credit

facility in March 2011

Properties and Projects

Completed construction on first two office

buildings at Waterfront in Washington D.C

Opened Village at Gulfstream Park retail center

in Hallandale Beach Florida

Continued construction on Barclays Center

arena at Atlantic Yards in Brooklyn

Closed $214 million $107 million at the Companys

pro-rata share in permanent financing for East

River Plaza retail project in Manhattan

Secured construction and permanent financing

and began construction on apartment project

at The Yards

Selected by U.S Air Force for Military Family

Housing at four bases in southeastern U.S

Announced additional major tenants including

Lord Taylor department store for Westchesters

Ridge Hill in Yonkers New York

Opened and began active leasing of Presidio

Landmark residential project in San Francisco

JVs and Asset Sales

Announced joint venture with Bernstein

Management for three apartment communities

in Washington D.C

Established joint venture with Health Care REIT

for group of office buildings in University Park

at MIT

Secured financing and development partnership

for Woodforest master-planned community

near Houston

Announced closing of agreement with Mikhail

Prokhorov related to Nets Barclays Center and

Atlantic Yards

Generated more than $400 million of proceeds

from asset sales and joint ventures

Closed sale of land and air rights and completed
lease agreement to Rock Ohio Caesars to house

phase of new casino near Tower City Center

in February 2011

Established joint venture with Madison

International Realty for 15 mature retail and

entertainment properties in New York City

area in March 2011

Barclays Center Arena the cornerstone ot our Brooklyn Atlantic Yards

pro/ed and the tuture home ot the NBAY Nets is under construction

and expected to open in late 2012



Leadership TransWon Provides

ConUnufty Creates Opportuffity

On March 2011 Forest City announced its senior-

leadership succession plan under which President and CEO

Charles Ratner will become Chairman of the Board and

will be succeeded by David LaRue currently Executive

Vice President and COO Current co-chairmen Albert

Ratner and Samuel Miller will each become co-chairman

emeritus and will remain active with the Company but no

longer serve on the board These succession changes will

be effective following the annual meeting of shareholders

on June 10 2011

Today having successfully come through some of the

most difficult times in company history Forest City is poised

to take advantage of improving conditions and renewed

opportunity the time is right for this transition Chuck

Ratner has been with Forest City for 45 years and 16 years

as CEO He has builton the legacy of his predecessors

to strengthen and grow Forest City and to solidify the

Companys reputation as one of the premier developers

and operators in the real estate industry

Albert Ratner and Sam Miller have devoted their

professional careers to Forest City and their accomplish

ments to date are driving force behind the Companys

current positioning and opportunities for future growth

across diverse portfolio of rental residential office and

retail projects mixed-use projects and land developments

Albert Ratner and Sam Miller

have devoted their professional

careers to Forest City and their

accomplishments to date are

driving force behind the Companys
current positioning and opportunities

for future growth..

David LaRue is uniquely suited to become Forest Citys

new chief executive He is an experienced and visionary

leader with the broad strategic operational and financial

acumen to direct the company in the next phase of its

growth and evolution In 25 years with the Company

David has achieved track record of performance and

accomplishment in virtually every aspect of the business

He exemplifies and embraces Forest Citys core values

including integrityropenness community involvement

diversity and sustainability

The Ratner Miller and Shafran families remain deeply

committed to and actively engaged with the Company

While David will be the first chief executive in Forest Citys

90 year history who is not related to the founding family he

will continue to build on the existing foundation to ensure

the future success of Forest City Similarly Albert Sam and

Chuck will remain actively involved in the business and

together with the full management team and all associates

We wiff continue to build unique inspired value-creating

real estate company

The manegement transition will be seamless

with Charles Patner left becoming Chairman of the Board

and David LaRue right becoming President and CED

Albert Rather Sam Miller
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Corporate Dfrectory Forest City Fnterprises InC and Subsidiaries

Board of Directors

Arthur Anton Chief Execu five Officer Swagelok Company

Scoff Cowen President Tulane University

Michael Esposito Jr Non Executive Chairman Pnmus

Guaranty Ltd Non-Executive Chairman Syncora Holdings Ltd

Retired Non Executive Chairman XL Capital Ltd Retired

Executive Vice President Chief Control Compliance and

Administrative Officer The Chase Manhattan Bank N.A

Deborah Harmon Chief Executive Officer Artemis Real Estate

Partners LLC President Harmon Co Principal

Caravel Fund Management Former President and

Chief Investment OfficerI.E Robert Companies

Samuel Miller Co-Chairman of the Board and Treasurer11i

Albert Ratner Co Chairman of the Boarduhi

Brian Ratner Executive Vice President

Bruce Ratner Executive Vice President

Charles Ratner President and Chief Executive Officeril

James Ratner Executive Vice President

Ronald Ratner Executive Vice President

Deborah Ratner Salzberg President of Forest City Washington Inc

Stan Ross Retired Vice Chairman Ernst Young LLP

Chairman of the Board and Senior Fellow University of

southern California Lusk Center for Real Estate

Joan Shafran Chief Operating Officer Powell Partners

Limited Executive Managing Partner The Berimore Company

Louis Stokes Senior Counsel Attorney-at Law Squire Sanders

Oempsey LLP Former Member of the United States Congress

Corporate Officers

Samuel Miller Co Chairman of the Board and Treasurer11

Albert Ratner Co Chairman of the Board1

Charles Ratner President and Chief Executive Officer111

James Ratner Executive Vice President

Ronald Ratner Executive Vice President

Bruce Ratner Executive Vice President

Brian Ratner Executive Vice President

David LaRue Execuhve Vice President

Chief Operahng Officer 111

Robert OBrien Execuhve Vice President

Chief Financial Officer

Andrew Passen Execuhve Vice President Human Resources

James Finnerty Senior Vice President Tax

Linda Kane Senior Vice President Chief Accounhng and

Administrative Officer

Geralyn Presti Senior Vice President General Counsel

and Secretary

Thomas Kmiecik Assistant Treasurer

Allan Krulak Vice President Oirector of Community Affairs

Charles Obert Vice President Corporate Controller

Charles Rau Vice President Chief Technology Officer

General Counsel Office

Geralyn Presti Senior Vice President General Counsel

and Secretary

David Gordon Associate General Counsel

Joan Glenn-Katzakis Associate General Counsel

Amanda Seewald Associate General Counsel

Forest City Rental Properties Corporation

selected Officers

Michael Lonsway Senior Vice President

Strategy and Investment Management

Mark Siegel Senior Vice President

Strategy and Investment Management

Douglas Benjamin Vice President Assistant Controller

James Criswell Vice President Internal Audit

Vincent Hill Vice President Corporate Security

and Loss Prevenhon

Sally Ingberg Vice President Oebt Management

Thomas Johnson Vice President Risk Management

Ouality and Organizational Effectiveness

Jeffrey Linton Vice President Corporate Communication

Jonathan Ratner Vice President Sustainability Initiatives

As disclosed in our Form on March 2011 we announced series of management and Board of Directors changes as part ot our

succession plannThg process each of which is effective on June 10 2011 Pursuant to these changes Charles Ratner will become

Chairman of the Board and will be succeeded as President and Chief Executive Officer by David .1 LaRue currently our Executive Vice

President and Chief Operating Officer and current Co-Chairmen of the Board Albert Ratner and Samuel Miller will be appointed

Co-Chairmen Emeritus and will no longer serve on the Board



Strategic Business Units Forest City Enterprises InC and Subsidiaries

Forest City Commercial Group Inc

James Ratner Chairman President and Lhiet Executive Officer

Layton Mccown Executive Vice President and

Chiet Einancial Officer

Duane Bishop Jr Executive Vice President and

Chiet Operating Officer

Accounting

John Hyclak Vice President Einance and Accounting

Michael May Vice President

Leasing

Michael Stevens Esacutiva Vira Precident Retail Pacing

Joseph Boehm Ill senior Vice President Retail Leasing

Keith Brandt Vice President Retail Leasing

James cory Vice President Retail Leasing

James crosby Vice President Office Leasing

Management

Michael Farley senior Vice President Asset Management

William Ross senior Vice President Asset Management

Alan Schmiedicker 5enior Vice President

Property Management

Brian cappelli Vice President Office Operations

Edward Chanatry Vice President Asset Management

Tom Gilkeson Vice President Retail Operations

Jane Lisy Vice President Marketing

Development Division

Emerick corsi Executive Vice President ot Oevelopment

Joginder Singh Executive Vice President Construction

Lawrence Klein Vice President ot Oevelopment

Frank Wuest President science Technology Group

Peter calkins Executive Vice President and

Chiet Operating Officer science Technology Group

Forest City Finance Corporation

Judith Wolfe President and Chiet Operating Officer

Steven Kurland senior Vice President

Liane Simonetti senior Vice President

Douglas Brooks Vice President

Eric Louttit Vice President

Forest City International Limited

Brian Garrison Managing Oirector

Forest City Ratner Companies New York New York

Bruce Ratner Chairman and Chiet Executive Officer

Commercial and Residential Development

MaryAnne Gilmartin Executive Vice President

Melissa Burch senior Vice President

James Lester senior Vice President

Jane Marshall senior Vice President

Susi Yu 5enior Vice President

Retail Development

Andrew Silberfein Executive Vice President and Oirector

Construction and Design Development

Robert Sanna Executive Vice President and Oirector

Linda chiarelli senior Vice President and

Oeputy Oirector ot Construction

Gregory Lowe 5enior Vice President

Joseph Rechichi 5enior Vice President

Scott Stutman 5enior Vice President

Finance

Andrew Silberfein Executive Vice President

christopher clayton senior Vice President

Howard Klein 5enior Vice President

Legal

David Berliner Executive Vice President and General Counsel

Susan Elman 5enior Vice President and Oeputy General Counsel

Accounting

Lauren Du 5enior Vice President and Controller

Investment Management

Matthew Messinger Executive Vice President

Josie Mok Vice President

Office Services

Elena Iracane senior Vice President Human Resources

Kevin Vertrees senior Vice President and

Chiet Intormation Officer

First New York Partners

Terence Whalen President

Sn



Ronald Ratner President and Chiet Executive Officer

James Prohaska Executive Vice President and

Chief Operating Officer

James Brady Senior Vice President and Chiet Financial Officer

John Brocklehurst Vice President

David Conway Vice President Asset Management

Jeffrey Frericks Vice President Financial Operations

James Kovalcheck Vice President Financial Operations

David Levey Executive Vice President

East Coast Oevelopment

Gerald Leuhsler Senior Vice President

Construction Administration

Abe Naparstek Vice President Oevelopment

Jay Magee Vice President Equity Services

Forest City Capital Corporation

Mark Gerteis President

Anthony Love Vice President

Christopher Mellis Vice President

Karen Travers Vice President

Forest City Residential Management Inc

George Cvijovic Co-President Chief Operations Officer

Angelo Pimpas Co-President Chief Administrative Officer

Genevieve Bauer Vice President Military Housing

Rod Brannon Vice President Engineering and Maintenance

Tommy Carter Vice President Militan/ Housing

Cynthia Ritenour Vice President Administration

Tina Rosendale Vice President Conventional Housing

Forest City Stapleton Inc Denver Colorado

John Lehigh President

James Chrisman Senior Vice President Oevelopment

Charles Nicola Jr Senior Vice President

Design and Construction

Brian Fennelly Vice President Finance and Accounting

Mesa del Sol LLC Albuquerque New Mexico

Michael Daly President

Forest City Military Communities LLC

Thomas Henneberiy President

Roberti Kelly Chief Financial Officer

John EhIe Senior Vice President

Michael Nanney Vice President Northwest

James Ramirez Vice President Construction Hawaii

Gary Walton Vice President Construction

FC Hawaii Inc

Jon Wallenstrom President

Forest City Washington Inc Washington D.C

Deborah Ratner Salzberg President

Thomas Henneberry Chief Operating Officer

Thomas Archer Senior Vice President Development

Ramsey Meiser Senior Vice President Development

Alex Nyhan Vice President Development

David Smith Vice President

Forest City Residential West Inc Los Angeles California

Kevin Ratner President

Scott Carison Senior Vice President Acquisitions

Alexa Arena Vice President Development San Francisco

Theodore Beder Vice President Finance and Accounting

James Ostrom Vice President Construction

George Michael VanEtten Vice President Construction

Forest City Texas Inc

Brian Ratner President

James Truitt Senior Vice President Development

Forest City Land Group Inc

Robert Monchein Prpcirlpnt

Mark Ternes Senior Vice President and Chief Financial Officer

Dean Winged Senior Vice President

David Blom Vice President

James Martynowski Vice President

William Sanderson Vice President

Strategk Busfiness Unfts Forest City Enterprises Inc and Subsidiaries

Forest City Residential Group Inc



Sharehofider hiformation

SEC Form 10-K

This Summary Annual Report and Supplemental Package is only

summary of fiscal year 2010 and should be read in conjunction

with nur Annual Report on Form 10-K as filed with the Securities

and Exchange Commission copy of Form 10-K may be down

loaded from our website or obtained without charge upon

written request to

Thomas Kmiecik

Assistant Treasurer

Forest City Enterprises Inc

50 Public Square Suite 1100 Terminal Tower

Cleveland Ohio 44113

tomkmiecik@forestcity.net

Transfer Agent and Registrar

Wells Fargo

Shareowner Services

P.O Box 64854

St Paul MN 55164-9440

800 468-9716

www.shareowneronline.com

Dividend Reinvestment and Stock Purchase Plan

The Company offersits stockholders the opportunity to

purchase additional shares of common stock through the

Forest City Enterprises Inc Dividend Reinvestment and Stock

Purchase Plan at 97 percent of current market value copy

of the Plan prospectus and an enrollment card may be

obtained by contacting Wells Fargo Shareowner Services at

800 468-9716 or by visiting www.shareowneronline.com

Footnotes to Summary Annual Report

Annual Meeting

The annual meeting of Forest City Enterprises shareholders will be

held on June 10 2011 at 200 p.m at the Ritz-Carlton Hotel in

Cleveland Ohio

Ritz-Canton Hotel

6th Floor Riverview Room

Tower City Center

1515 West Third Street

Cleveland Ohio 44113

Number of Holders of Common Stock

The number of shareholders of record as of February 28 2011 for

Class and Class common stock was 952 and 465 respectively

as certified by Wells Fargo Agent

Website

www.forestcity.net

The information found on the Companys website is not part of

this summary annual report

Executive Offices

Forest City Enterprises Inc

Terminal Tower 50 Public Square Suite 1100

Cleveland Ohio 44113

216 621-6060

Stock Exchange Listing

New York Stock Exchange

New York New York

Symbols FCEA and FCEB

As disclosed in our Form 8-K on March 2011 we announced series of management and Board of Directors changes as part of our

succession planning process each of which is effective on June 10 2011 Pursuant to these changes Charles Ratner will become

Chairman of the Board and will he succeeded as President and Chief Executive Officer by David LaRue currently our Executive Vice

President and Chief Operating Officer and current Co-Chairmen of the Board Albert Ratner and Samuel Miller will be appointed

Co-Chairmen Emeritus and will no longer serve on the Board

Refer to the explanation of EBDT and Reconciliation of Net Earnings to EBDT beginning on page 21 of the Supplemental Package enclosed

in this report

For the year ended January 31 2011 weighted average shares issuable upon the conversion of preferred stock and 2016 Notes of

13115165 and 14356215 respectively are not included in the calculation of earnings per share because they are anti-dilutive They are

included in the calculation of EBDT per share because they are dilutive to this measure Additionally an adjustment is required for interest of

$10551000 related to the 3.625c Puttable Senior Notes and the 5c Convertible Senior Notes Therefore EBDT for purposes of calculat

ing per share data is $320426000 Since these shares are dilutive for the computation of EBDT per share for the year ended January 31

2011 diluted weighted average shares outstanding of 200909266 were used to arrive at $1.59/share

For the year ended January 31 2010 the effect of 12065194 shares of dilutive securities was not included in the computation of

diluted earnings per share because their effect is anti-dilutive to the loss from continuing operations Additionally an adjustment is

required for interest of $3501000 related to the 3.625c Puttable Senior Notes and the 5% Convertible Senior Notes Therefore

EBDT for purposes of calculating per share data is $304157000 Since these shares are dilutive for the computation of EBDT per

share for the year ended January 31 2010 diluted weighted average shares outstanding of 151890543 were used to arrive at

$2.00/share

Refer to page 13 of the Supplemental Package for the definition of Comparable Net Operating Income NOl pages 14 through 15 for the

reconciliation between the Full Consolidation GAAP and Pro-Rata Consolidation Comparable NOl and pages 18 through 19 for the

Reconciliation of NOl to Net Earnings

Refer to pagesâ through 74 of the Supplemental Package for detailed listing of the real estate portfolio

The property-level non-recourse debt addressed during the year at Full Consolidation GAAP is $1.3 billion

FCEA FCEB
.rflI ruvs vsE
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This Supplemental Package together with other statements and information publicly dissenunated by us contains forward looking statements within the

meaning of Section 27A ot the Securities Act of 1933 as amended and Section 21E of the Securities Exchange Act of 1934 as amended Such statements

reflect managements cmrent views with respect to financial results related to future events and are based on assumptions and expectations that may not be

realized and are inherently subject to risks and uncertainties many of which cannot be predicted with accuracy and some of which niight not even be

anticipated Future events and actual results financial or othenvise may diffei fiom the iesults discussed in the fort aid-looking statements Risk factors

discussed in Item IA of our Form 10K and othei factors that nught cause differences some of which could be material include but are not limited to the

impact of eun-ent lending and capital maiket conditions on our liquidity ability to finance or refinance projects and iepay our debt the impact of the

cunent economic environment on the onership development and management of our real estate poittolio general real estate investment and development

risks vacancies in our properties further downtums in the housing niarket competition illiquidity
of real estate in estments bankruptcy or defaults ot

tenants anchor store consolidations or closings international activities the impact of tenorist acts risks associated with an investment in piofessional

sports team our substantial debt leverage and the ability to obtain and service debt the impact of restrictions imposed by our credit facility and senior debt

exposure to hedging agreements the level and volatility of interest rates the continued availability of tax-exempt govemment financing the impact of

credit rating downgrades effects of uninsured or underinsured losses effects of downgrade oi failuie ot oui insurance eaniers en irorimental liabilities

conflicts of inteiest risks associated with the sale of tax credits iisks associated with de eloping and managing pioperties in partnership with others ihe

ability to maintain effectite intemal eontiols compliance with got emmental regulations incieased legislatite
and regulatoiy scrutiny ot the financial

services industry volatility in the market price of our publicly traded securities inflation risks litigation risks as well as other risks listed from time to time

in our reports filed with the Securities and Exchange Commission We have no obligation to ret ise or update any forward-looking statements other than

imposed by law as result of future evenis or new infomrniion Readers are cautioned not io place undue reliance on such forward-looking statements



upokmenta Finan Id and Operating RnformaUon Forest City Fnterpiises Inc arid Subsidiaries

Corporate Overview

We principally engage in the ownership development management and acquisition of commercial and residential real estate

and land throughout the United States We operate through three strategic business units and five reportable segments The

Commercial Group our largest strategic business unit owns develops acquires and operates regional malls specialty/urban

retail centers office and life science buildings hotels and mixed-use projects The Residential Group owns develops

acquires and operates residential rental properties including upscale and middle-market apartnients and adaptive re-use

developments Additionally the Residential Group develops for-sale condominium projects and also owns interests in entities

that develop and manage military family housing The Land Development Group acquires and sells both land and

developed lots to residential commercial and industrial customers It also owns and develops land into master planned

communities and mixed-use projects Real Estate Groups are the combined Commercial Residential and Land Development

Groups Corporate Activities and the Nets member of the National Basketball Association NBA in which we account

for our investment on the equity method of accounting are other reportable segments of the Company

We have approximately 11.8 billion ofassets in 27 states and the District of Columbia at January 31 2011 Our core markets

include Boston the state of California Chicago Denver New York City/Philadelphia metropolitan area and the Greater

Washington D.C Baltimore metropolitan area Our core markets account for approximately 77 percent of the cost of our real

estate portfolio at January 2011 We have offices in Albuquerque Boston Chicago Dallas Denver London England
Los Angeles New York City San Francisco Washington D.C and our corporate headquarters in Cleveland Ohio

SUPPLEMENTAL FINANCIAL AND OPERATING INFORMATION
We recommend that this supplemental package be read in conjunction with our Form 10-K for the year ended

January 2011 This supplemental package contains certain measures prepared in accordance with generally accepted

accounting principles GAAP under the full consolidation accounting method and certain measures prepared under the pro
rata consolidation method non-GAAP measure Along with net earnings we use an additional measure Eamings Before

Depreciation Amortization and Deferred Taxes EBDT to report operating results EBDT is non-GAAP measure and

may not be directly comparable to similarly-titled measures reported by other companies The non-GAAP financial measures

presented under the pro-rata consolidation method comparable net operating income NOl and EBDT provide

supplemental information about our operations Although these measures are not presented in accordance with GAAP we

believe they are necessary to understand our business and operating results along with net earnings and other GAAP

measures Our investors can use these non-GAAP measures as supplementary information to evaluate our business Our

non-GAAP measures are not intended to be performance measures that should be regarded as alternatives to or more

meaningful than our GAAP measures

Consolidation Methods

We present certain financial amounts under the pro-rata consolidation method because we believe this information is useful to

investors as this method reflects the manner in which we operate our business In line with industry practice we have made

large number of investments in which our economic ownership is less than 10000 as means of procuring opportunities and

sharing risk Under the pro-rata consolidation method we generally present our investments proportionate to our economic

share of ownership Under GAAP the full consolidation method is used to report partnership assets and liabilities

consolidated at l000o if deemed to be under our control or if we are deemed to be the primary beneficiary of the variable

interest entity VIE even if our ownership is not 1000o Effective February 2010 we adopted new accounting guidance

on consolidation of VIEs that changes the approach on evaluating VIEs for consolidation The impact of the new GAAP

guidance was to consolidate one previously unconsolidated entity and deconsolidate total of nine previously consolidated

entities The new guidance does not impact pro-rata consolidation We provide reconeiliations from the full consolidation

method to the pro-rata consolidation method throughout our supplemental package Please refer to our property listing for the

detail of our consolidated and non-consolidated properties on pages 63-74

EBDT
We believe that EBDT along with net earnings provides additional information about our core operations While property

dispositions acquisitions or other factors can affect net earnings in the short-term we believe EBDT presents more

consistent view of the overall financial performance of our business from period-to-period EBDT is used by the chief

operating decision maker and management to assess performance and resource allocations by strategic business unit and on

consolidated basis EBDT is similar to Funds From Operations measure of performance used by publicly traded Real Estate

Investment Trusts but may not be directly comparable to similarly titled measures reported by other companies For

additional discussion of EBDT as well as reconciliation of net earnings loss to EBDT see pages 1-26



ernentsJ 1nancfia and Operathig lnfmrniat Forest City Enterprises Inc and Subsidiaries

Supplemental Operating Information

The operating information contained in this document includes occupancy data comparable NOl NOT by product type and

core market reconciliation of NOl to net earnings loss results of operations discussion EBDT bridge reconciliation of net

earnings loss to EBDT retail and office lease expirations significant retail and office tenants our development pipeline and

land held for development or sale We believe this intormation will give interested parties better understanding and more

information about our operating performance The term comparable which is used throughout this document is generally

defined as including properties that were open and operated in both the years ended Januaiy 2011 and 2010

We believe occupancy rates retail and office lease expirations base rent and significant retail and office tenant listings

represent meaningful operating statistics about us

Comparable NOl is useful because it measures the performance of the same properties on period-to-period basis and along

with EBDT as discussed on pages 1-22 is used to assess operating performance and resource allocation of our strategic

business units While property dispositions acquisitions or other factors can impact net earnings in the short term we believe

comparable NOT gives more consistent view of our overall performance from quarter-to-quarter and year-to-year

reconciliation of NOl to net eamings loss the most comparable financial measure calculated in accordance with GAAP and

reconciliation of NOl to net earnings loss for each strategic business unit are provided on pages 18-19 and 51-62 of this

document reconciliation from NOl to comparable NOl can be found on pages 14-15

Corporate Headquarters

Forest City Enterprises Inc

Tenninal Tower

50 Public Square Suite 1100

Cleveland Ohio 44113

Annual Report on Form 10-K

copy of the Annual Report on Form 10-K as filed with the Securities and Exchange Commission for the fiscal year ended

January 2011 can be found on our website under SEC Filings or may be obtained without charge upon written request to

Thomas Kmiecik

Assistant Treasurer

tomkmieeik@forestcity.net

Website

www.forestcity.net

The information contained on this website is not incorporated herein by reference and does not constitute part of this

supplemental package

Investor Relations

Robert OBrien

Executive Vice President and Chief Financial Officer

Transfer Agent and Registrar

Wells Fargo

Shareowner Services

P.O Box 64854

St Paul MN 55 164-9440

1100468-9716

www.shareowneronline.com

Stock Exchange Listing

NYSE FCEA and FCEB

Dividend Reinvestment and Stock Purchase Plan --

We offer our shareholders the opportunity to purchase additional shares of common stock through the Forest City Enterprises

Inc Dividend Reinvestment and Stock Purchase Plan the Plan at 97 of current market value You may obtain copy of

the Plan prospect-us and an enrollment card by contacting Wells Fargo Shareowner Services at 800 468-9716 or by visiting

www.shareowneronline.com
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dected Ffrtan ia nformRton Forest City Enterpnses Inc and Subsidiaries

As discussed earlier we present certain financial amounts under the prorata consolidation method nonGAAP measure
This information is useful to our investors because we believe that it more accurately reflects the manner in which we operate

our business This is because in line with industry practice we have large number of investments in which our economic

ownership is less than 10000 as means of procuring opportunities and sharing risk The tables below present amounts for

both full consolidation GAAP measure and pro rata consolidation providing reconciliation of the difference between the

two methods Under the pro-rata consolidation method we present our partnership investments proportionate to our share of

ownership for each line item of our consolidated financial statements Under full consolidation partnership assets and

liabilities are reported as consolidated at 1000o if deemed to be under our control or if we are deemed to be the primary

beneficiary for our investments in VIE Partnership assets and liabilities are reported on the equity or cost method of

accounting if we do not have control or in the ease of investments in VIEs we are not deemed the primary beneficiary

Consolidated Balance Sheet Information Jannary 31 2011 Unaudited

Plus

Full Less Unconsolidated Pro-Rata

Consolidation Noncontrolling Investments at Consolidation

GAAP Interest Pro-Rata Non-GAAP

in t/ioiisaiids

Assets

Real Estate

Completed rental properties

Residential 1664490 26028 826356 2464818

Commercial

Retail centers 3.226.717 113193 718593 3.832117

Office and other buildings 3314371 253604 378863 3.439.630

Corporate and other equipment 9847 9848

Total completed rental properties 8215425 392825 1923813 9746413

Projects under construction

Residential 771245 213988 3642 560899

Commercial

Retail centers 703397 532 50220 753085

Office and other buildings 297.069 199241 1981 99809

Total projects under construction 1.771711 413761 55843 1.413793

Projects under development

Residential 687125 222514 6063 470674

Commercial

Retail centers 17.837 99 10.890 28628

Office and other buildings 229562 58830 6807 177539

Total projects under development 934524 281443 23760 676841

Total projects under construction and development 2706235 695204 79603 2090634

Eand held for development or sale 244879 18683 115607 341803

Total Real Estate 11166539 1106712 2119023 12178850

Eess accumulated depreciation 1614399 63987 424331 1974743
Real Estate net 9552140 1042725 1694692 10204107

Cash and equivalents 193372 13979 48583 227976

Restricted cash and escrowed Rinds 720180 240709 78890 558361

Notes and accounts receivable net 403101 20329 86729 469501

Investments in and advances to alfiliates 1411117 24t117S 115376 265819

Lease and moitgage procurement costs net 356804 30171 33025 359658

Prepaid expenses and other dcfcned costs net 266689 44536 10443 232596

Intangible assets net 135906 1289 137190

Total Assets 11769209 1152276 1838275 12455208



Sebcted FirancEa hiformaton Forest City Enterprises Inc and Subsidiaries

Consolidated Balance Sheet Information January 31 2011 Unaudited

Liabilities and Equity

Liabilities

Mortgage debt and notes payable nonrecourse

Completed rental properties

Residential 1110095

Commercial

Retail centers

Office and other buildings

Total completed rental properties

Projects under construction

Residential

Conirnercial

Retail centers

Office and other buildings

Total projects under construction

Projects under development

Residential

Commercial

Retail centers

Office and other buildings

Total projects under development

Total projects under construction and development

Land held for development or sale

Total Mortgage debt and notes payable nonrecourse

Bank revolving credit facility

Senior and subordinated debt

Construction payables

Operating accounts payable and accrued expenses

Accrued derivative liability

Total Accounts payable and accrued expenses

Deferred income taxes

Total Liabilities

Redeensable iNoncontrolling Interest

Equity

Slsareholders Equity

Shareholders equity before accumulated other comprehensive loss

Accumulated other comprehensive loss

Total Slsareholders Equity

Noneontrolling interest

Total Equity

Plus

Full Less Unconsolidated Pro-Rata

Consolidation Noncontrolling Investments at Consolidation

GAAP Interest Pro-Rata Non-CAAP
vi t/iousandv

18998 680572 1771669

2.322539

2346189

5778823

120042

219327

358367

655162

295641

1631375

2857659

2422.503

7051831

717700

379363

82.157

203681

60108

29274 543293

379363

22049

1179220 263789 29274 944705

155890 61760 94130

42200 16880 2887 28207

198090 78640 2887 122337

1377310 342429 32161 1067042

51085 3500 49831 97416

7207218 704296 1713367 8216289

137152 137152

773683 773683

44490

28443

3327

76260

4670

105075

15163

124908

179601

737854

156587

1074042

489974

9682069

226829

1623828

94429

52S399

139781

814486

168423

1122690

780556

226829

489974

1838275 10739788

1623828

94429

1529399

330912 144891 186021

1860311 144891 1715420

11769209 1152276 1838275 12455208Total Liabilities and Equity



riei Jet rirti Forest City Enterprises Inc and Subsidiaries

Consolidated Balance Sheet Information January 31 2010 Unaudited

Plus

Full Less Unconsolidated Pro-Rata

Consolidation Noncontrolling Investments at Consolidation

GAAP Interest Pro-Rata Non-GAAP

in I/ioiisaiiils

1740394 41236 688409 2.387567

3359953 120351 472914

3369.719 129484 207127

9.736

8479802 29107T l36845T

3712.516

3447362

9737

9557182

Assets

Real Estate

Completed rental properties

Residential

Commercial

Retail centers

Office and other buildings

Corporate and other equipment

Total completed rental properties

Projects under constiuction

Residential

Commej eial

Retail centers

Office and other buildings

Total projects under construction

Projects under development

Residential

Commercial

Retail centers

Office and other buildings

Total projects under development

Total projects under construction and development

Land held for development or sale

Total Real Estate

Less accumulated depreciation

Real Estate net

Cash and equivalents

Restricted cash and eserowed funds

Notes and accounts receivable net

Investnients in and advances to affiliates

Lease and mortgage procurement costs net

Prepaid expenses and other deferred costs net

Intangible assets net

Total Assets

787203

782902

263457

176467

67826

132156

8307

203009

66059

619043

918085

197360

1833562 376449 277375 1734488

562781 167290 7965 403456

21016

223811

101

56279

10868

9212

31783

176744

807608 223670 28045 611983

2641170 600119 305420 2346471

219807 11674 116863 324996

11340779 902864 1.790734 12228649

1593658 57756 326169 1862071

9747121 845108 1464565 10366578

251405 6.681 30280 275004

427921 90951 68406 405376

388536 22173 71203 437566

265343 159.978 65246 360075

413.421 32271 24868 406018

269986 38696 46125 277415

152978 1323 154292

11916711 875911 1641524 12682324



Sekciced Financa llnf niatEoii rorest City Enterprises Inc and Subsidiaiies

Consolidated Balance Sheet Information January 31 2010 Unaudited

Liabilities and Equity

Liabilities

Mortgage debt and notes payable nonrecourse

Completed rental properties

Residential

Commercial

Retail centers

Office and othei buildings

Total completed rental properties

Projects undei construction

Residential

Commci cial

Retail centeis

Office and other buildings

Total projects under construction

Projects under development

Residential

Commei cial

Retail centers

Office and other buildings

Total projects under development

Total projects under construction and development

Land held for development or sale

Total Mortgage debt and notes payable nonrccourse

Bank re olving credit facility

Senior and subordinated debt

Construction payables

Operating accounts payable and accrued expenses

Accrued derivative
liability

Total Accounts payable and accrued expenses

Deferred income taxes

Total Liabilities

Equit

Shareholders Equity

Shareholders equity before accumulated other comprehensive loss

Accumulated other comprehensive loss

Total Shareholders Equity

Noncontrolling interest

Total Equity

Total Liabilities and Equity

437370 437370

10411.871 706551 1.642357 11347677

356214 169360 833 186021

1504840 169360 833 1334647

11916711 875911 1641524 12682324

Plus

Full Less Unconsolidated Pro-Rata

Consolidation Noncontrolling Investments at Consolidation

GAAP Interest Pro-Rata Non-GAAP

iii thousands

1234111 33596 558891 1759406

2511.424 119544 437825 2829705

2480883 100267 145225 2525841

6226418 253407 1141.941 7114952

499952

440450

190990

144993

40090

101058

35242

178935

1574

390201

579295

91506

1.131392 286141 215751 1.061.002

148747 61.353 87.394

48932 17360 61148 92720

197.679 78713 61148 180114

1329071 364854 276899 1241116

64384 4348 55107 115143

7619873 622609 1473.947 8471211

83516 83516

1076424 1076424

218072 26666 47284 238690

784090 45950 104663 842803

192526 11326 16463 197663

1194688 83942 168410 1279156

1235892

87.266

148.626

1235892

87266
1148.626



Sected Anandall llnformaton Forest City Enterprises Inc and Subsidiaries

Consolidated Earnings Information Three Months Ended January 31 2011 Unaudited

Plus

Full Less Unconsolidated Plus Pro-Rata

Consolidation Noncontrolling Inestments at Discontinued Consolidation

GAAP Interest Pro-Rata Operations Non-GAAP

in t/ioinaid

Earnings loss before income taxes

Income tax expense benefit

Current

DefeiTed

Equity in earnings loss of unconsolidated entities

including impairment

Earnings loss from continuing operations

Discontinued operations net of tax

Operating earnings trom rental properties

Oslo on disposition of iental properties

Net earnings loss

Noncontrolling Interests

Earnings fiom continuing operations attributable to

noncontrolling interests

Net earnings loss attributable to Forest City Enterprises Inc

Prefci red dividends

Net earnings loss attribatable to Forest City Enterprises Inc

common shareholders

17862 611 381

15633

297790Revenues from real estate operations

Expenses

Openiting expenses

Depreciation and amoitization

Impanment of ical estate

Interest expense

Amortization of mortgage procurement costs

Gain loss on early extinguishment of debt

Interest and other income

Net gain loss on disposition of rental properties

19007 80167 2170 361120

182787 9454 39254 893 213480

61399 2344 15237 178 74470

35714 35714

244186 11798 90205 1071 323664

71105

3418

31688

3682

422

22228

614

2785

765

46527

90416

3617

28903

17631

62160

34745 3716 14081 46853 5689

5368 4622 746

17863 14373 t3490

23231 18995 4236

12742 1719 14081 380

543524256

201

27657

27858

183327858

201

27657
27858

3602 5435 1833

5435 5435

1833 1833

3850 3850

5.683 5683



SSea.ed Hnanc5e hiformadon Fotest City Enterprises Inc and Subsidiaries

Consolidated Earnings Information Year Ended January 31 2011 Unaudited

Plus

Full Less Unconsolidated Plus Pro-Rata

Consolidation Noncontrolling Investments at Discontinued Consolidation

GAAP Interest Pro-Rata Operations Non-GAAP

i/I IIzOusazc/.s

Revenues from real estate operations

Net gain on disposition of rental propel ties

Net gain on disposition of partial interests in other investment

Earnings loss before income taxes

Income tax expense benefit

Current

Dcfeived

Eqsnty in earnings loss of unconsolidated eotities

including nispairment

Earnings loss from continuing operations

Discontinued operations net of tax

Opeiating earnings from rental propei ties

Impaimient of real estate

Gain on disposition of rental properties

Net earnings

Noncontrolling Interests

Earnings from continuing operations attributable to

noncontrolling interests

Earnings from discontinued operations attiibutablc to

noncontrolling interests

Net earnings attributable to Forest City Enterprises Inc

Piefeired disidends

Net earnings attributable to Forest City Enterprises Inc

common shareholders

1177661 68419 316900 17848 1443990

Expenses

Operating expenses

Depreciation and amortization

Impairment of cal estate

Intoicst expense

Amoitization of moitgage procurement costs

Gain loss on early extinguishment of debt

Intciest and other income

685783 36392 169265 7451 826107

243847 9267 53072 4296 291948

6803 1526 72459 79603 157339

936433 47185 294796 91350 1275394

315.340 18.690 81.184 5.824 383.658

13487 1514 2314 123 14410

21035 247 2760 18522

52826 2635 15666 65863

202878 23461 47092 273431

55112 23675 31437

202182 27587 19507 32351 122737

275 3368 3093

69995 15085 54910

69720 11717 58003

30194 4613 19507 6074

102268

264

48731

32209

16258

22974 20634

165 99

58660

4211

4.376

48731

27998
20.634

86010 27350 58660

22974 22974

4376 4376

27350 27350

58660 58660

11807 11807

46853 46853



SeNected Rnanca hifornadon Forest City Fnterprises Inc and Subsidiaries

Consolidated Earnings Information Three Months Ended January 31 2010 Unaudited

Plus

Full Less Unconsolidated Plus Pro-Rata

Consolidation Noncontrolling investments at Discontinued Consolidation

GAAP Interest Pro-Rata Operations Non-GAAP

in t/wioand.s

Revenues from real estate operations 318530 12655 70909 5.727 382.511

Interest and other income

Gain on disposition of rental properties and other investments

Earnings loss before income taxes

Income tax expense benefit

Cnrrent

Deferred

Eqnity in earnings loss of onconsolidated entities

including impaimient

Earnings loss from continuing operations

Discontinoed operations net of tax

Operating earnings loss from rental
properties

Impairment of real estate

Gain on disposition of Lumber Gronp

Net earnings

Noncontrolling Interests

Eamings from
contittoing operations

attribntable to

noncontrolling interests

Loss from discontinoed operations attributable to

noncotttrollittg interests

Net earnings attributable to rorest City Enterprises Inc

PrefetTed dividends

Net earnings attributable to Forest City Enterprises Inc

common shareholders

Expenses

Operating expenses

Depreciation and amortization

Impairment of real estate

Interest expense 90.089 9751 16 9551 1.747 104 162

Amortization of mortgage procnrcincnt costs 3255 117 800 73 4011
Loss on early extingnishmcnt of debt 1396 954 2350

181762 6nsl 71105 2.769 249085

65911 1717 15237 1693 81124

5783 1693 17.619 25095

253456 8268 88035 22081 35.304

30.080 175 20910 50.816

45263 1172 46435

414 520 30.338 16.997 13235

15496 543

6048
6591

2127
13369

30087 30338

14923

8.175

6778

17132 525 10406

452 114 338

10786 10.786

6201

718 718

10520 114 10406

6612 411

52 25

6.20

114 114

411 411

6201 6.201

6201 6.201



Sdected Fhiandall llnformaton Forest City Fnterpiises Inc and Subsidiaties

Consolidated Earnings Information Year Ended January 31 2010 Unaudited

Plus

Full Less Unconsolidated Plus Pro-Rata

Consulidatiuii Noncuntrulling lusestnicnts at Discontinued Consolidation

GAAP Interest Pro-Rata Operations Non-GAAP

in ilioncoids

Revenues from real estate operations

Interest expense

Amortization of moitgage proemeinent costs

Gain on early extinguishment of debt

1232013 50432 303029 30378 1514988

Interest and other income 53999

Gain on disposition of rental properties and other investments

Earnings loss before income taxes 7956

Income tax expense benefit

Current

Deterred

Equity in earnings loss of unconsolidated entities

including impairment 15053

Earnings loss from continuing operations

Discontinued operations net of tax

Operating earnings loss from rental properties

Impairment of real estate

Gain on disposition of rental properties

Gain on disposition of Lumber Group

Net earnings loss

Noncontrolling interests

Earnings from continuing operations attributable to

noncontrolling intei cats

Loss from discontinued operations attributable to

noncontiolling interests

Net loss attributable to Forest City Enterprises inc

Preferred dividends

Net loss attributable to Forest City Enterprises Inc

common shareholders 30651

117 124

16770

2784

718

13144

Expenses

Opeiating expenses

Depieciation and amortization

Impairment ot real estate

704552 24006 259085 12286 951917

260223 5037 58799 8295 322280

8907 36356 27394 72657

973682 29043 354240 47975 1346854

343146 14739 66850 9286 404543

13709 565 2689 313 16146

36569 744 37313

718 54476 107763

49761 5720 55481

6803 15769 21470 51998

6994 730 6264

19223 7596 26819

12229 8326 20555

76 15769 792

10780 6727 13144 30651

16770

2784

718

13261 117

24041 6.610 30651

6727 6727

117 117

6610 6610

30651 30651

-S 30651
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Results of Operations

Net Earnings Loss Attributable to Forest City Enterprises Inc Net earnings attributable to Forest City Enterprises

Inc for the year ended January 31 2011 was $58660000 versus net loss of 530651000 for the year ended

January 31 2010 Although we have substantial recurring revenue sources from our properties we also enter into significant

transactions which could create substantial variances in net earnings loss between periods This variance to the prior year
is

primarily attributable to the following increases which are net of tax and noncontrolling interest

$107859000 $176192000 pre-tax related to the 2010 gain on disposition of partial interest in seven mixed-use

Univers liv Park life science properties in Cambridge Massachusetts related to the formation of new joint venture

with an outside partner

$24496000 $41372000 pre-tax related to the overall increased net gains on disposition included in discontinued

operations in 2010 as compared to 2009 The dispositions in 2010 include Siini Valley Town Center regional mall

in Simi Valley California Saddle Rack Village specialty retail center in Aurora Colorado 101 San Fernando an

apartment community in San Jose California and an investment in triple net lease property located in Pueblo

Colorado The dispositions in 2009 include Grand Avenue specialty retail center in Queens New York and

deferred gain related to the sale of our Lumber Group strategic business unit

$19245000 $31437000 pre-tax related to the 2010 gain on disposition ofpartial interest in The Nets

$19080000 $31414000 pre-tax related to 2010 decrease in allocated losses from our equity investment in

The Nets

$17731000 $29342000 pre-tax related to the 2010 gain on disposition of partial interest in The Grand Lenox

Club and Lenox Park apartment communities in North Bethesda Maryland Arlington Virginia and Silver Spring

Maryland respectively related to the formation of new joint venture with an outside partner

$10088000 $16479000 pre-tax which includes $2741000 for unconsolidated entities of decreased write-offs of

abandoned development projects in 2010 compared to 2009

$2448000 $3998000 pre-tax related to the 2009 participation payment on the refinancing of 45 75 Sidney office

buildings in Cambridge Massachusetts that did not recur and

$2078000 $3395000 pre-tax of decreased company-wide severance and outplacement costs in 2010 compared

to 2009

These increases were partially offset by the following decreases net of tax and noncontrolling interests

$51840000 $84682000 pre-tax related to the 2010 increase in impairment charges of consolidated including

discontinued properties and unconsolidated entities

$19797000 $32339000 pre-tax
which includes $2016000 for unconsolidated entities primarily related to

decreased gains on early extinguishment of debt in 2010 when compared to 2009

$14384000 $23496000 pre-tax related to the 2010 loss on early extinguishment of debt on the exchange of

portion of our Convertible Senior Notes due 2016 for Class common stock offset by the 2010 gain on early

extinguishment of debt on the exchange of portion of our Senior Notes due 2011 2015 and 2017 for new issue of

Series preferred stock and purchase of portion of our Senior Notes due 2011 and 2017

S16lOO000 $26300090 pre-tax ielated to the overall decreased net gains on disposition of unconsolidated

investments in 2010 as compared to 2009 The dispositions in 2010 primarily include Millender Center mixed-use

property in Detroit Michigan and Woodbridge Crossing specialty retail center in Woodbridge New Jersey The

dispositions in 2009 include Classic Residence by Hyatt properties supported-living apartments in Teaneck New

Jersey Chevy Chase Maryland and Yonkers New York Clarkwood and Granada Gardens apartment communities

in Warrensville Heights Ohio and Boulevard Towers an apartment community in Amherst New York

$4716000 $7703000 pre-tax which includes $2523000 for unconsolidated entities related to 2009

reinstatement by the United States Department of Housing and Urban Development HUD of certain replacement

reserves previously written off at four of our residential properties located in Michigan
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$6406000 $9 13 1000 pre-tax primarily related to military housing fee income from the management and

development of military housing units in Hawaii Illinois Washington and Colorado in 2010 compared to 2009

$2203000 $3599000 pre-tax related to gain recognized iii 2009 for insurance proceeds received related to fire

damage of an apartment building io excess of the book value of the damaged asset that did not recur

$1626000 $2656000 pre tax related to transaction costs expensed during 2010 that were incurred in connection

with potential partial disposition in certain rental properties that did not occur and

$1467000 $2396000 pre-tax related to the 2009 net gain on an industrial land sale at Mesa del So in

Albuquerque New Mexico

Net Operating Income NO from Real Estate Groups NOT non-GAAP measure is defined as revenues excluding

straight-line rent adjustments less operating expenses including depreciation and amortization and amortization of mortgage

procurement costs for non-real estate groups plus interest income plus equity in earnings loss of unconsolidated entities

excluding gain on disposition and impairment of unconsolidated entities plus depreciation and amortization of

unconsolidated entities We believe NOl provides us as well as our investors additional information about our core business

operations and along with earnings is necessary to understand our business and operating results

Full Consolidation Under the full consolidation method GAAP NOT from the combination of the Commercial Group and

the Residential Group Rental Properties for the three months ended January 2011 was $163155000 compared to

$183371000 for the three months ended January 31 2010 an 11.000 decrease NOT for the
year

ended January 31 2011 was

$659106000 compared to $658287000 for the year ended January 31 2010 0.lo increase reconciliation of NOT to the

most comparable GAAP measure net eamings loss is presented on pages 18-19 reconciliation of NOl to net eamings

loss for each strategic business unit can be found on pages 52-63

Pro Rata Consolidation Management also analyzes property NOT using the pro-rata consolidation method because it

provides operating data at our ownership share and we publicly disclose and discuss our performance using this method of

consolidation to complement our GAAP disclosures Under the pro-rata consolidation method NOT from Rental Properties

for the three months ended January 31 2011 was $172095000 compared to $195730000 for the three months ended

January 31 2010 12.1o decrease NOl for the year ended January 31 2011 was $710279000 compared to $708836000
for the year ended January 2010 0.2 increase

Comparable NOT increased .1o for the three months ended January 2011 compared to the prior year Retail and office

comparable NOT increased 3.4o and 0.2c respectively while hotel comparable NOT decreased l3.4o and our residential

portfolio decreased 0.8 Comparable NOT increased 2.100 for the year ended January 31 2011 compared to the prior year

Retail and office comparable NOT increased 2.2c and 2.l respectively while hotel comparable NOT decreased 3.9c and

our residential portfolio increased 2.7o

Stabilized Pro-rata NOT Including the expected NOT for the twelve months following stabilization for the properties that

were opened expanded or acquired through January 2011 less the actual annual NOT of property disposals through

January 2011 NOT for Rental Properties would be approximately $747084000 for the year ended January 2011 This

amount includes Commercial Group land sales of $4638000 and income recognition on the sale of state and federal historic

rehabilitation and new market tax credits of $31979000 military housing income of $28506000 and development project

write-offs of$ 10613000

EBDT We use an additional measure along with net earnings to report our operating results This non-GAAP measure

referred to as EBDT is not measure of operating results or cash flows from operations as defined by GAAP and may not be

directly comparable to similarly-titled measures reported by other companies

We believe that EBDT provides additional information about our core operations and along with net earnings is
necessary to

understand our operating results EBDT is used by the chief operating decision maker and management in assessing operating

performance and to consider capital requirements and allocation of resources by segment and on consolidated basis We
believe EBDT is important to investors because it provides another method for the investor to measure our long-term

operating performance as net earnings can vary from year to year due to property dispositions acquisitions and other factors

that have short-term impact

EBDT is defined as net earnings excluding the following items gain loss on disposition of rental properties divisions and

other investments net of tax ii the adjustment to recognize rental revenues and rental expense using the straight-line

method iii non-cash charges for real estate depreciation amortization amortization of mortgage procurement costs and

deferred income taxes iv preferred payment which is classified as noneontrolling interest expense on our Consolidated
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Statement of Operations impairment of real estate net of tax vi extraordinary items net of tax and vii cumulative or

retrospective effect of change in accounting principle net of tax Unlike the real estate segments EBDT for the Nets

segment equals net earnings

EBDT is reconciled to net earnings loss the most comparable finuncial measure calculated in ttcLordunee with OAAP on

page 25 The adjustment to recognize rental revenues and rental
expenses on the straight-line method is excluded because it is

managements opinion that rental revenues and expenses should be recognized when due from the tenants or due to the

landlord We exclude depreciation and amortization expense related to real estate operations from EBDT because we believe

the values of our properties in general have appreciated over time in excess of their original cost Deferred taxes from real

estate operations which are the result of timing differences of certain net expense items deducted in future year for federal

income tax purposes are excluded until the year in which they are reflected in our current tax provision The impairment of

real estate is excluded from EBDT because it varies from year to year based on factors unrelated to our overall financial

performance and is related to the ultimate gain on dispositions of operating properties Our EBDT may not be directly

comparable to similarly-titled measures reported by other companies

0ur EBDT for the three months ended January 2011 decreased by $35258000 or 45.0b to $43 4Q000 from

$78407000 for the three months ended January 2010 Our Commercial and Residential Segments combined provided

pre-tax EBDT decrease of $11 11000 This is primarily the result of decreased income recognized on the sale of state and

federal Historic Preservation Brownfield and New Market tax credits of $12077000 the 2009 income from Housing and

Urban Development HUD replacement reserve of $10996000 and reduced EBDT from properties sold of $6196000
These decreases in the portfolio were partially offset by hedging and other financial income of $8425000 the increased gain

on early extinguishment of nonrecourse mortgage debt of $5135000 and the ramp up of new properties of $2961000

Our Land Segment prdvided pre-tax EBDT increase of $2113000 primarily due to increased sales

The Nets provided pre-tax EBDT increase of$ 13336000 due to the decrease in our allocated losses

Corporate pre-tax EBDT decreased $34o03000 This pre-tax EBDT decrease includes loss on early extinguishment of debt

of $31689000 primarily related to the exchange of portion of our 2016 Senior Notes for Class common stock and

$4000000 related to liability claim that we may be able to recoup in the future partially offset by decreased interest

expense
of $5624000

EBDT was unfavorably impacted by smaller tax benefit of $4593000 compared to prior year

Our EBDT for the year ended January 31 2011 increased by $8769000 or 2.9o to $309875000 from $301106000 for the

year ended January 31 2010 Our Commercial and Residential Segments combined provided pre-tax EBDT decrease of

$16654000 This is primarily the result of reduced EBDT from properties sold of $24232000 reduced gain on early

extinguishment of nonreeourse mortgage debt of $16316000 primarily due to fewer opportunities to buy back nonreeourse

mortgage debt at discount decreased income from Housing and Urban Development HUD replacement reserve nf

$7703000 the decrease in military housing of $10697000 and increased interest expense on our mature portfolio of

$10665000 These decreases in the portfolio were partially offset by decreased write-offs of abandoned development projects

of $16275000 increased NOl on our mature portfolio of $12872000 the ramp up of new properties of $12019000

hedging and other financial income of $6405000 and the 2009 participation payment on the refinancing of 45 75 Sidney that

did not recur of $3998000

Our Land Segment provided pre-tax EBDT decrease of $7375000 primarily due to the 2009 gain on early extinguishment

of nonrecourse mortgage debt of$l 1340000 primarily from debt forgiveness at Gladden Farms which did not recur in 2010

partially offset by increased sales

The Nets provided pre-tax EBDT increase of 56285 1000 primarily due to the gain on disposition of partial interest of

$31437000 and decreased losses of $31414000 due to decrease in our share of allocated losses as result of the new

operating agreements amongst the partners upon sale of the controlling interest of the team on May 12 2010

Corporate pre-tax EBDT decreased $18208000 This pre-tax EBDT decrease includes loss on early extinguishment of debt

of $28179000 primarily related to the exchange of portion of our 2016 Senior Notes for Class common stock offset by

gains related to the exchange of portion of our 2011 2015 and 2017 Senior Notes for preferred stock and $4000000 related

to liability claim that we may be able to recoup in the future This-decrease is partially offset by decreased interest expense

of $17007000 primarily as result of the reduction in the strike rate for corporate interest rate swaps and the retirement of

Senior Notes in exchange for preferred stock

EBDT was unfavorably impacted by smaller tax benefit of $11845000 compared to prior year
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Suppt1ementa Operathig llnformat5on Forest City Fnterp rises Inc and Subsidiaries

Summary of EBDT The information in the following tables present amounts for both full consolidation and pro -rata consolidation

providing reconciliation of the difference between the two methods as well as reconciliation from NOl to EBDT to net earnings

loss Under the pro-rata consolidation method we present our partnership investments proportionate to our pro-rata share for each

line item of our consolidated financial statements Under full consolidation partnership assets and liabilities are reported as

consolidated at l000o if deemed under our control or if we are deemed to be the primary beneficiary for investments in VIEs or on

the equity method of accounting if we do not have control or are not the primary beneficiary for investments in VIEs

Reconciliation of Net Earnings Loss to Earnings Before Depreciation Amortization and Deferred Taxes EBDT

EBDT Per 5hare

nmerntor in t/ioiiinii/s

EBDI

If cons erted Method Pro fonoi numerator

adjustmeoi for tntere net of tax

3.625 Puttable Senior Note due 20

Pnttable Senior Notes due 2016

EBDT for per share data

Denominator

weinhted as crane shores ootstandine Basic

Effect of stock options aod restrtcted stock

Effect of eons ertible preferred stock

Effect of eons ertible debt

Effect of convertible Class Coninioo Units

\%eighted average shares outstanding Diluted

EBD Per 5hare 0.23

155 324 476

349.426

26.1 33 .038

.646.75

0.43 1.59 2.00

EBD1 Per Share

Qnarterlt Historical Trends Three Months Ended

Jannart 3t 2011 October 31 2010 Jolt 31 2010 April 30 2010 Jannars 31 2010

Nonserator iii t/iouani/i

EBDT 43.149 90699 t0a a60 70467 78407

tf Cans erted Methad Pro forma nuuieratar

adjustuient for interest net of tax

6SPuttable Senior Notes clue 21114 1110 1.110 1110 1.110 ItO

Puitable Senior Notes due 2016 1.521 1.530 1530 a30 1.531

EBDI for per share data 45780 93339 108200 73107 81048

Denominator

weinhted userane shires out tandin Basic 155.643594 15a.484451 159.456575 l55392OaO 155324476

Efleci of stock options aiid restricted stock 903779 462.812 442.299 494 029 349.426

Effect of consertible
prefeired

stock 14.a50.257 14.550.257 14550.257 8.664.761

Effect ofcousertible debt 28.047.083 25133038 8.133.035 28133.038 26.133.038

Effect of convertible Class Common Units 3.646 75a 3.646.755 3646755 3.646.755 3.646.755

Weighted aserage
shares

outstanding Diluted 202691428 202277313 202228924 190.290033 187453699

EBDT Per Share .. 0.23 0.46 0.54 0.37 0.43

Three Months Ended Jannars 31

2011 2010 2011 010

Year Ended Jannars 31

Net earnings loss attributable to Forest Cits Enterprises Inc

Depreciation and aniorozation Real Estate Groups

Amortieition of niorinage procurement costs Real Estate Groups
41

t/iauiaadi

1833

73379

3617

6.201

73.433

3.850

hi ihianimahi

58660

286042

14341

30.6a1

293869

19.583

Deferred incoirie tax expense Real Estate Groups t8772 0a58 36432 12.8a

Deferred income tax expense Nan Real Estate Groups

Gain dispn itin nf tlier uis estnsent 4s4 454

Current iiicome tax expense on nonoperatnsg earnings

Net
gout

on dispo ition of partiil interests in rental
properties

Gain tin disposition included in discontained
operaaons

Gain nit disposition of unconsolidated entities

5.037

5000

495 27471

37483

4.902

3926

7a4

27674

Straight line rent adjustuieni

Preference paynieni

7913

585

3.689

583

18160

2341

113.242

341

Impairment of consolidated cal estate net of itonority interest

lnipairioeni of uneansalidued cal estate

Net gain on disposition of partial intere ts in rental properties

Gain on disposition of unconsolidated entities

Discontinued opei atians

35714

15633

a.793

1.693

45.263

5277

72459

202878

23461

8.907

36.356

49.761

Gain an disposition of rental properties

Inipairtoent of real estate

Naneantrolline intere Gani on disposoioii

Earnings Before Depreciation Antortication and Deferred Taxes EBDT

46527 11.1

17.619

51303

79.603

4211

a.7O
7394

43149 7840 309.875 301 106

43.149 76.407 309875 301.106

1.110 1110 4.438 1418

1.521 t.a31 6113 1633

45780 81.048

95.643.994

803779

14.550257

28.047083

3.646755

202691428 87.4a3.699

320426 304.157

155.485.243 139 X9 349

550730 148.889

13115165

28111373 8.269.550

3646755 3.646.755

200.909266 Ia 1890543



Suppllementa Operathig hiformathin Forest City Enterprises Inc and Subsidiaries

All earnings ol properties wbich has been sold or are beld for sale are repoited as discontinued opeiations assuming no significant continuing

involvement

The Company recognizes minimum rents on straightline basis over tbe term of the ielated lease pursuant to accounting for leases The stiaight

Ime rent adjustment is ieeorded as an ineiease oi deeiease to iesenue oi operating expense from Forest City Rental Propeities Corporation

svholly-osvned subsidiary of Forest City Enterprises Inc.% with the applicable offset to eithei accounts icceisable or accounts payable as

appropriate

The piefeience payment iepicsents the
tespectis pci iods shaic of the annual preferred payment in connection ssith the issuance of Class

Common Units in exchange for Bruce Ratncrs noncontrolling interest in the Foiest City Ratnei Companies portfolio

The follosving table provides detail of depreciation and amortization and amortization of mortgage procurement costs presented in thousands

till tense idition

Non RaI tale

Ret Lsutc Ore eli Consolidation

Re state Groups relatect to noncontrolling itilerest

Ret Lst te Groups Uncoisolniteil

Re iii state iroops Oiscontittoeit Operattotts
_______________________________________________

te Gr.op Pr t.t tltd tttt

The lollosving table pios ides detail of Income Tax Expense Benefit

Operastie tritnttts

utent

Oeiett eel

ttnpatt tnettt ol eottsoltelated and utteottsolidated tea estate

Ode ted it out tee real estate

Delerreet Ctteititsoliettted ret esttte

Net eattt Ott eiispitstttoit of ttarttal tttterests ttt rettial properties

ttrreitt

Oeeiteet

Cant on etisptisttion ot nttcott oh ted ettittes

Ciirrettt

Octet ted

Sn5tottt In
Cntient

Oeerrett

lttconte ta espense

Oisetttttitttieet oper.tttott

Operatitta earttitts

tirret

Oeletred

Gate tttt etisttosttiot tt rental pritperttes

Cnrrettt

neferted

jam on dtspo ition of Ctitttber Citonp

tin ettt

Oeterred

rand To ii Al

tirreitt

OetetTed

Rerap of Cr tttd Tottt

itea Estate Cirunps

Citnettt

Deetd

ott Real Lstate Grotitts

Ctitiettt

neterred

7treri.ttioit it Atttortiitttoit Aittont hot ol Mortgage Pioetirettieitt osts

rltree vtontlis titlett Jttnitrs II Yetr Lttdeel .lanutr Three Mottlt Ltetetl Jtitn irs ear Lttded J.tun.tr

2811 2010 200 010 2Oti 010 200 010

6i399 0.9
ti.89i1 3106

243847 260.223 34i8 9299

t50281 1134ss

i3.487 13 709

60.30$ 62ss3

2.344 1.717

iS217 2.694

178 ssj

2188i9 46743 l.4i8 155

9.267 9.037 422 117
52i94 43sss 6i4 639

4296 8.29 79

i3487 13 09

ti514 569
2.245 ls

in 313

73.379 943 286.042 193g9 3.6i7 i414i .953

Tltree etotttlts Cttded Jattti Yeai Cttded Jtttutrv

2011 2010 2011 2010

iii ttutetoite/t ttt i/tittttett It

iO900

3292

Il 979 48684 20.680

10690 99028 6.70

14192 2s 13.144 113 973

244 2.048 45
14.277 656 28927 14 1001

14.277 2.900 30979 7.9

5.017

5.862

37.483

40.369

825 77892

495 7471 3926 27674

9.568 99 5.173 9.37a

6863 17.594 9.099 19 99

9168 Is.496 275 6.994

17.863 1271 69.995 119 31
23.231 3.369 69.720 12.229

378 549 1.534 1464
501 39 1.999 .964

125 12 61 60

5000 4.982 754

13870 14.192 1.010

Itttpatnttettt ot real estate

CtitTettt

Oeterred

18870 19094 1764

494 494

494 454

6.833

633

30.872

30.872

l0.64

I064
18.995 16.9911 11.717 961

746 14993 3093 664
3.490 16 1751 54.910 126.0193

4236 776 58003 20aS

2.629

8.772

15.766

It 055

23593

36432

6143 .208 60025 1.806

4.740

112.852

3379 013 20900 18476

5282 2.383 18.478 113.9671

1907 1.570 2.022 449

4236 6778 58003 20559Grand aid



Suppernental Operathig hiformaton Forest City Enteipuses Inc and Subsidiaries

Retail Lease Expirations as of January 31 2011

AVERAGE

BASE

NUMBER OF SQUARE FEET PERCENTAGE NET PERCENTAGE RENT PER

EXPIRATION EXPIRING OF EXPIRING OF TOTAL BASE RENT OF TOTAL SQUARE FEET

YEAR LEASES LEASES LEASED GLA EXPIRING BASE RENT EXPIRING

GLA Gross Leassble Ares

Net bose rent expiring is sn opersting ststistic snd is not conipsrsble to ientsl revenne GAAP financial messure The prinisry diffeiences srise

beesuse net bose rent is deterniined using the tensnts contractual rental sgreenients st out ownership shsie of the bsse rental ineonie horn expiring

lesses so deterniined within lie rent agieenient snd it does not include sdjustnients such so lie
inipset

of
stosight

line rent srnortization of above and

below niarket lease values in place and contingent icntal psynients which ate not reasonably estinisble

Squate feet of expiring leases and overage base rent pci square feet arc operating statistics that represent lOO of the square footage and base rental

inconie per square foot froni expiring leases

2011 350 1070969 8.52 24738514 8.65 29.04

2012 258 930162 7.40 21848214 7.64 27.80

2013 275 1043610 8.31 26332340 9.20 28.69

2014 231 1049878 8.36 22275500 7.79 27.35

2015 192 788771 6.28 18859029 6.59 29.92

2016 212 1257730 10.01 35877907 12.54 37.40

2017 147 987314 7.86 21863433 7.64 26.22

2018 155 714949 5.69 17787781 6.22 26.52

2019 119 1019520 8.11 23150575 8.09 24.77

2020 119 893935 7.12 19999278 6.99 29.54

Thereafler 99 2806661 22.34 53338446 18.65 23.66

Total 27.792157 12563499 100.00 286071017 100.00

Retail Lease Expirations
Percentage of Net Base Rent Expiring

As of January 31 2011

l4.0

l2.0

10.000

8.0c

6.0c

4.0c

2.0c

0.00

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020



Supphementall Operating information Forest City Enterprises Inc and Subsidianes

Office Lease Expirations as of January 31 2011

AVERAGE
BASE

NUMBER OF SQUARE FEET PERCENTAGE NET PERCENTAGE RENT PER

EXPIRATION EXPIRING OF EXPIRING OF TOTAL BASE RENT OF TOTAL SQUARE FEET

YEAR LEASES LEASES LEASED GLA EXPIRING BASE RENT EXPIRING

GLA Gross Leasable Area

Net base rent expiring is an opeiating statistic and is not comparable to rental ievenue GAAP financial nseasure The primary differences arise

bccaose net base rent is deteniiined using the tenants contractoal rental agreements at our ownership share of the base rental income from expiring

leases as determined within the rent agreement and it does not inclode adjustments such as the impact of straight-line rent amortization of abo and

below market lease \alues in-place and contingent rental payments which are not reasonably estimable

Square feet of expiring leases and aserage base rent per squaie feet are operating statistics that represent l00 of the square footage and base rental

income per square foot from expiring leases

4.11 88443962011

2012

2013

2014

701

2016

2017

2018

2019

2020

Thereafter

Total

85

86

91

51

40

33

25

20

19

15

478656

1223741

1162098

973729

462673

671405

375324

1200707

713614

1061358

2.94 20.21

10.52

9.99

8.37

03

5.77

3.22

10.32

6.13

9.12

29701130

26689597

18379029

2406775

14680711

9143986

33239866

13065080

27812703

9.86

8.86

6.10

79

4.87

3.04

11.04

4.34

9.24

30.73

23.95

30.27

21.16

28.93

27.51

32.01

26.12

32.52

38.13

31.11

38 3306949 28.42 111205086 36.92

503 11636254 100.00 301168362 100.00

Office Lease Expirations

Percentage of Net Base Rent Expiring

As of January 31 2011



Suppt4ementall Operating llnformatinn Forest City Fnterprises Inc and Subsidiaries

Schedule of Significant Retail Tenants as of January 31 2011

Based on net base rent 100 or greater of the Companys ownership share

NUMBER
OF

LEASED

SQUARE

PERCENTAGE OF

TOTAL RETAIL

TENANT LEASES FEET SQUARE FEET

Bass Pro Shops Inc 510855 4.07

Regal Entertainment Group 381461 3.04

AMC Entertainment Inc 377707 3.01

TJX Companies 11 347457 2.77

TheGap 25 321159 2.56

Dicks Sporting Goods 293171 2.33

The Home Depot 282000 2.24

The Limited 37 220357 1.75

Best Buy 207969 .65

Abercrombie Fitch Stores Inc 25 181272 1.44

Foutlucker Inc 34 132648 1.06

Pathmark Stores Inc 123500 0.98

161 3379646 26.90

1996 9183853 73.10

Subtotal

All Others

Total 2157 12563499 100.00



Suppementall Operatk llrformth Forest City Enterprises Inc and Subsidiaries

Schedule of Significant Office Tenants as of January 31 2011

Based on net base rent or greater of the Companys ownership share

LEASED PERCENTAGE OF

SQUARE TOTAL OFFICE

TENANT FEET SQUARE FEET

City of New York

Millennium Pharmaceuticals Inc

U.S Government

District of Columbia

Morgan Stanley Co

Wellchoice Inc

JP Morgan Chase Co

Forest City Enterprises Inc

Bank of New York

National Grid

Cleambridge Advisors LLC Legg Mason Company

Covington Burling LLP

Seyfarth Shaw LLP

Subtotal

978115

660741

614.218

553330

444685

392514

383341

362177

323043

254034

193249

160565

96909

8.41

5.68

5.28

4.76

3.82

3.37

3.29

3.11

2.78

2.18

1.66

1.38

0.83

All Others

Total

5416921 46.55

6219333 53.45

11636254 100.00

All intercompany rental income is eliminated in consolidation
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srpFnancfia and peratüng llnfonttaton Forest City Enterprises Inc and Subsidianes

Debt for Projects under Construction and Development

We use nonrecourse mortgage debt and nonrecourse notes payable for the financing of our development pipeline We draw on

these financings to partially fttnd the cost incurred with the development of our real estate As of January 31 2011 the detail

of how much is outstanding compared to the total commitment under the financing is as follows

Outstanding

Fixed

Variable

Pro-Rata

Consolidation

Non-GAAP

Taxable

Tax-Exempt

Total outstanding on projects under construction

and development

Commitment

Fixed 599857

Variable

Taxable

Tax-Exempt

Total commitment

Proceeds from outstanding debt of S150165 and $115066 at full and pro rats consolidation respeetiely deseiibed above is recorded as

iestrieted cash and eserowed fnnds in onr Consolidated Balance Sheet For bonds issued in conjunction with deelopment the amount of

the bonds at the beginning of construction must remain in esciow until costs are incurred

Non-Recourse Debt

Our primary capital strategy seeks to isolate the operating and financial risk at the property
level to maximize returns and

reduce risk on and of our equity capital As such substantially all of our operating and development properties are separately

encumbered with nonrecourse mortgage debt which in some limited circumstances is supplemented by nonrecourse notes

payable collectively nonrecourse debt

We use taxable and tax-exempt nonrecourse debt for our real estate projects For real estate projects financed with tax-exempt

debt we generally utilize variable-rate debt For construction loans we generally pursue
variable-rate financings with

maturities ranging from two to five years For those real estate projects financed with taxable debt we generally seek long-

term fixed-rate financing for those operating projects whose loans mature or are projected to open and achieve stabilized

operations However due to the limited availability of long-term fixed rate mortgage debt based upon current market

conditions we are attempting to extend maturities with existing lenders

We are actively working to refinance and or extend the maturities of the nonrecourse debt that are coming due in the next

24 months During the year ended January 2011 we completed the following financings

Purpose of Financing

Pro-Rata

Consolidation

Full

Consolidation

GAAP

Plus

Less Unconsolidated

Noncontrolling Investments at

Interest Pro-Rata

in thonsonds

172635 70749 30161 132047

1000775 209694 2000

203900 61986

1377310 342429 32161 1067042

793081

141914

1223792

203900

2027549

371606 30412 258663

223414

61986

657006

2000

32412

1002378

141914

1402955

Full

Consolidation

Plus

Less Unconsolidated

Noncontrolling Investments at

Interest Pro-Rata

in ihonsoncls

Refinaneings

Construction and development projects

231255

593b8

3740

399761

43999

2889

271514

196336

Loan extensions additional findings 521164 27776 189531 682919

1345627 431277 236419 1150769
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Suppiementall 1Jnancall hiformaton Forest City Enteiprises Inc and Subsidiaiies

The following tables provide detail of our total debt maturities for 20112012 and 2013 as of January 31 2011

Upcoming Maturities Summary dollars in thousands
As of January 31 2011

Less Plus

Year Ending January 31 2012 100o

Unconsolidated Full Less Unconsolidated Pro-Rata

Includes loans that have extension options available all of which require some predefined condition in order to qualit for the extension such as

meeting or exceeding leasing hurdles loan to value ratios or debt service coversge requirements We csnnot give assurance that the defined hurdles or

milestones will
lie

schieved to qualify for these extensions

Reflects activity through March 30 2011

The credit
facility amount of 5137152 outstsnding as of Jsnuary 31 2011 has maximum commitment of 5470336 Bssed on specific capital rsising

events through January 31 2011 pem1anent reduction in available bon-owings of $5574 became effective Febmary 2011 The remaining

availability is tlirthei reduced by $63418 of outstanding letters of credit and $46891 reserve for retirement of indebtedness

Investments Consolidation Noncontrolliog Investments

at 10000 GAAP Interest at Pro-Rata

Consolidation

Non-CAAP

Total Maturities Nonrecourse Debt 1562810

Less Scheduled Payiaeats 108.212

Add Corporate Recourse nebi 46.891

Net Maturities 1501489

Total Net Matnrities Project Count 44

351960

33.661

1210850

74.551

46891

203667

2.736

177957

t8362

1185140

90177

46.891

318299 1183190 200931 159595 1141854

19 25 19 44

Closed Loans To be rutty Amortized 303345 37.668 265677 61.760 t8.834 222751

Committed nests Automatic Exteasions 123620 45.729 77.89t 22865 100756

Extession Available 488.385

Subtotal 915350

Remaining to Finance 586139

Rensaining to Address Project Count 22

25421 462.964 119.408 12710 356.266

t08818 806532 181168 54409 679773

209481 376658 19763 tOS186 46208t

11 11 11 22

Less Plus

Unconsolidated Full Less Unconsolidated Pro-Rata

Investments Consolidation Noncontrolling Ins estnsents Consolidation

Year Ending January 31 2013 t00o at 1000o CAAP Interest at Pro-Rats Non-CAAP

Total Maturities Nonrecourse Debt 1909283 294503 t6t4780 225520 148687 1537947

Less Scheduled Payiaents 81158 26.453 54705 2.987 15424 67.142

Add Cuipurate Recuurse nebi

Net Maturities

Total Net Maturities Project Count

137.1 52 137b2 137.152

1965277 268050 1697227 222533 133263 1607957

36 12 24 12 36

Closed Loans To be Fatty Amortized 12.979 1.246 11.733 441 12.174

Committed Oeals Automatic Exiensions 181.044 181.044 25.050 155.994

Extension Mailable

Subtotal

Remaining to Finance

Remaining to Address Project Count

1.293597 160.500 1133097 193.041 80538 1020.594

1487620 161746 1325874 2t809t 80979 1188762

477657 106304 371353 4442 52284 419195

23 16 23

Less Plus

Unconsolidated Full ess itncnnsnlidated Pro-Rats

Investments Consolidation Noncontrolling Investments Consolidation

Year Ending Jannary 31 2014 l00o at 1000o GAAP Interest at Pro-Rats Non-GAAP

Total Maturities Nonrecourse Debt 1144699 tSI371 993328 86602 77753 984479

Less Scheduled Payments 71042 25958 45084 3.156 15115 57.043

Add Corpomie Reeoume Oebi

Net Matnrities

Total Net Maturities Project Count

29000 29000 29000

1102657 125413 977244 83446 62638 956436

35 26 35

Closed Loans To be Fully Amortized 300 300 297 297

Committed neats Automatic Extensions 63648 13.006 50.642 8.263 58905

Extension Available1

Subtotal

Remaining to Finance

Rensaioing to Address Project Count

128592 128.592 10710 117882

102540 13306 t7234 10710 8560 177084

910117 1t2t07 798010 72736 54078 779352

27 21 27



uppernenta FEnanda hiforn ation Fotest City Enterprises Inc and Subsidiaries

Investments in and Advances to Affiliates

Included in Investments in and Advances to Affiliates in the Consolidated Balance Sheet Information tables are

unconsolidated investments in entities that we do not control and/or are not the primary beneficiary and that are accounted for

under thc cquity method of accounting as wcll as advanecs to partners and othcr affiliates

Following is reconciliation of members and partners equity to our carrying value in the accompanying Consolidated

Balance Sheet Information

Members and partners equity as below

Equity of other members and partners

January 31 2011 January 31 2010

in thousands

Companys investment in partnerships

Basis differences

Advances to and on behalf of other affiliates

Total Investments in and Advances to Affiliates

43748

21498

200097

265343

Combined 100o Pro-Rata Share

GAAP Non-GAAP

January3l2011 Januaiy3l2010 January3l2011 January31 2010

in thousands

587164

548422

557456

513708

38742

76634

25641

141017

Summarized financial information for the equity

Balance Sheet

method investments is as follows

Real Estate

Completed rental propeities 5514041 4373423 1923813 1368451

Projects under construction and development 174106 771521 79603 305420

Land held for development or sale

Total Real Estate

272930 271129 115607 116863

5961077 5416073 2119023 1790734

Less accumulated depreciation

Real Estate net

944968 721908 424331 326169

5016109 4694165 1694692 1464.565

Cash and equivalents 109246 102593 48583 30280

Restricted cash military housing bond thuds 384584 481615 5161 6149

Other restricted cash and escrowed funds 206778 222752 73729 62257

Other assets

Operating propeity assets held for sale

Total Assets

Mortgage debt and notes payable nomecourse

536246

67190

398576 131486 143519

6320153 5899701 1953651 1706770

4721705 1713367 1473947

Other liabilities

Liabilities of operating pioperty held for ale

Total Liabilities

620540 124908 168410

5342245 1838275 1642357

Members and partners equity 557456 115376 65246

Noneontrolling interest

Total Equity

Total Liabilities and Members and Partners Equity

833
557456 115376 64413

5899701 1953651 1706770

5301900

369871

61218

5732989

587164

587164

6320153

Represents assets and liabilities of Met Lofts an unconsolidated apartment community in Los Angeles

February 12011

Califomia which was disposed on



Suppbnientall Financa hfforrnatou Forest City Fnterprises Inc and Subsidiaries

Investments in and Advances to Affiliates continued

Year Ended January 31

Combined 100%
GAAP

2011 2010

in thaw antis

Pro-Rata Share

Non-GAAP

2011 2010

Operations

Revenues

Equity in earnings loss of unconsolidated entities on prorata basis

Operating expenses

Interest expense including early extinguishment of debt

Impairment of real estate

Depreciation and amortization

Interest and other income

Noncontrolling interest

Loss earnings fioni continuing operations

Discontinued Operations

Operating earnings loss from rental properties

Gain on disposition of rental properties

Discontinued operations subtotal

Net loss earnings pre-tax

Impairment of investments in unconsolidated entities

Gain loss on disposition of unconsolidated investments net

918828 820645 316900 355195

6074 792

531186 529544 169265 259085

264923 217517 78424 66106

1457 743

167804 145257 55386 61488

15784 13132 15666 2310

4613 76
30758 58541 18061 28458

1613

28289

29902

856

71.716

830

2098

2098

60639

6.3

49761

24291

24291

42352

71.7 16

830

28458

36.3 56

49761

73402 47234 30194 15053Net loss pre-tax from unconsolidated entities



Sup ernentall FEnanda hifornitatbn Forest City Fnterprises Inc and Subsidiaries

Investments in and Advances to Affiliates continued

The following table shows the detail of the impairment of oneonsolidated entities

8250

4461

3237

2363

1817

170

4018

3543

2733

35000

4595

l6t

6.781

2.05

855

693

7.217

t0317

3152

382

6.3 56

4.018

3543

2733

35000

4595

1.611

6781

2.aOS

Saa

693

7217

10.3 17

3.1 52

382

36.356

1529

71716

Combined 100o Pro-Rata Sbare

CAAP Nou-GAAP

Year Ended January 3t

2011 0l0 2011 2010

in iliaiiiüiidi

1457 743

1457 743

lmpaii mciii ot real estaic

Mixed Use Land Des clopnicnt

Old Stone crossing at Caldss oil Creek Charlotte Norih Carolnia

Impairment ot ms estinent in nnconsolidatcd enones

Mixed-Use Land Des elopinent

Central Station

One Mnseuin Pai \\ est hicago Illinois

Masenm Park Place Tss Chicago Illinois

One Museum Pai East Chicago Illinois

1600 Mnseum Paik Clticago Illinois

Mercy Campns Chicago Illinois

Shamrock Dusiness Center Painessille Ohio

Office Bnildings

818 Mission Sti cci San Francisco Califonua

Dulletin I3uilding San Ii ancisco California

Mesa del Sol Apertnrc Centci Albuquerque Ness Mexico

Mesa del Sol a600 Uniscisity SE Albnqncrque Ness Mexico

Specialty Retail Centers

Village at Galtsircani Park Hallandalc Deach Flonda

Mctrcon San Francisco California

Southgatc Mall Yonsa Arinona

Apartment Communities

Uptossn Apanments Oakland Califonna

Metropolitan Lofts Los Angeles California

Residences at Unis ersity Park Cambi idge Massachusetts

Fenimore oum Detroit Michigan

Pittsburgh Peripheral Commercial Land Des clopmcnt Project Pittsbum nh Pcnnsyls ama

Millondcr Center Detroit Michinan

lassie Residence by Hyatt Supported us
mng Apartments Yonkers Ness York

Oilier

Total impaii ntent of investment in unconsolidated entities

8250

4461

3237

2363

1817

1701.150

1.693

1.150

1.693

1529

71716

Total impairment of unconsolidated entities
73173 363a6 72459 36.356



Suppemeritall Fh1aflcia hiformatfion Forest City Enterprises Inc and Subsidiaries

Investments in and Advances to Affiliates continued

Upon disposition unconsolidated investments accoonted for on the equity method are not classified as discontinued opeiations theiefore gains or

losses on the disposition of unconsolidated ptopei ties ai eported in continuing operation0 svhcn sold The folloss ing table shows the detail of

gain loss on disposition of unconsolidated entities

Combined I00o
GAAP

17291

4555

6443

28289

104

64

48

t046

6.983

6577

4.498

Pro-Rata Share

Non-CAAP

15633

2215

6443

24291

Year Ended Januars 31

2011 2010 2011 2010

in tlioioancli

Gain oa disposition of rental properties

Millcader Center hotel parking office aitd retail Detroit Mictugan

Pebble Creek Apai tment Coiiininiiity Es inshore Otuo

Woodbndge Crossiaa Specialty Retail Ceater Woodbridae Ness Jersey

Gala on di.po .ition ot rental properties

Gain toss on disposition ot unconsolidated investments

Specialty Retail Centers

Coachclla Plaza Coaehclla Calitonsia

Snnthgaie Mall Yuna Arizona

El Centro Mall El Centro Califoinia

Metieon San Francisco Calitornia

Apai tinent Communities

Claikssood Warienss ille Heights Ohio

Granada Gardens Warrenss lIe Heights Ohio

Bonlesard Tosvers Aniheist Ness York

Sale ot three Classic Residence by Hyan Supported living Apartments

Chiesy Chase Maryland Teaneek Nesv Jersey and Yonkers Ness York
Gain loss on disposition of unconsolidated ins estnieats net

104

64

48

1046

6983

6577

4498

31.703 31.703

830 49761 830 49761
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SLlppernenta Fhianda lrtformatlon Foiest City Enterprises Inc and Subsidiaries

Forest City Rental Properties Corporation FCRPC is wholly-owned subsidiary of Forest City Enterprises Inc engaged

in the ownership development management and acquisition of real estate projects including regional malls specialty/urban

retail centers office and life science buildings hotels mixed-use projects as well as large land development projects

residential rental properties development of for-sale condominium projects and also owns interests in entities that develop and

manage military family housing

Forest City Rental Propcrties Corporation and Subsidiaries

Consolidated Balance Sheet Information January 31 2011 Unandited

Plus

Full Less Unconsolidated Pro-Rata

Consolidation

GAAP
Noncontrolling

Interest

Investments at

Pro-Rata

Consolidation

Non-GAAP

in lhon.sanciv

8205578

2706235

88269

392825

695204

7035

1923813

79603

58427

9736566

2090634

139661

11000082 1095064 2061843 11966861

1607508 63987 424331 1967852

9392574 1031077 1637512 9999009

156222 13968 45533 187787

710881 240709 78775 548947

376999 18384 83047 441662

126299 244719 119660 251358

711533 74712 44400 681221

Assets

Real Estate

Completed rental properties

Projects under development

Land held for development or sale

Total Real Estate

Less accumulated depreciation

Real Estate net

Cash and equivalents

Restricted cash and escrowed funds

Notes and accounts receivable net

Investments in and advances to affiliates

Other assets

Total Assets

Liabilities and Shareholders Equity

Liabilities

Mortgage debt and notes payable nonrecourse

Bank revolving credit
facility

Accounts payable and accrued expenses

Accounts payable to Forest City Enterprises Inc

Deferred income taxes

Total Liabilities

Equity

Shareholders Equity

Shareholders equity before accumulated other comprehensi\ loss

Accumulated other comprehensive loss

Total Shareholders Equity

Noncontrolling interest

Total Equity

11474508 1134131 1769607 12109984

7196818 704520 1687331 8179629

137.152 137152

940347 76189 117276 981434

514742 394 515136

559623 559623

9348682 780315 1804607 10372974

1671867 1671867

85878 85878
1585989 1585989

539837 353816 186021

2125826 353816 1772010

Total Liabilities and Equity 11474508 1134131 1804607 12144984



Suppllerientall Fhlawlcfiall llnforrnet5 ri Forest City Eriteiprises
Inc arid Subsidiaries

Forest City Rental Properties Corporation and Subsidiaries

Consolidated Earnings Information Year Ended January 31 2011 Unaudited

Plus

Full

Consolidation

GAAP

Less

Noncontrolliog

Interest

Unconsolidated

Investments at

Pro-Rata

Plus

Discontinued

Operations

Pro-Rata

Consolidation

Non-GAAP

in thousands

Revenues from real estate operations

Equity iii earnings loss of unconsolidated entities

including impairment

Earnings loss from continuing operations

Discontinued operations net of tax

Operating earnings from rental properties

Impairment of real estate

Gain on disposition of rental properties

Net earnings

1164135 68418 307902 17848 1421467

Noncontrolling Interests

Earnings from continuing operations attributable to

noneontrolling interests

Earnings from discontinued
operations

attributable to

nonconiiolling interests

Net earnings attributable to rorest City Enterprises Inc

23371 23371

4376 4376
27747 27747

147394 147394

619995 36210 162113 7451 753349

241910 9267 53072 4296 290011

5143 1526 35017 79603 118237

Expenses

Operating expenses

Depreciation and amortization

Impairment of real estate

Interest expense

Amortization of mortgage procurement costs

Gain on early extinguishmeist of debt

Interest and otlser income

Net gain on disposition of rental properties

Net gain on disposition of partial interests in other investment

Earnings loss before income taxes

Income tax expense benefit

Current

Deferred

308799 18386 80889 5824 377126

13347 1514 2226 123 14182

2461 247 2760 4974

50006 2547 15564 63029

202878 23461 47092 273431

55112 23675 31437

285398 27984 16370 32351 241433

15350

84072

99422

3368

15085

11717

18718

68987

87705

5423 4613 16370 6334

191399

264

48731

32209

10258

23371 20634

165 99

147394

4211

4370

48731

27998

20o34

175141 27747 147394



Suppllemeinta Fbanda nfonnaton Forest City Fnterp rises Inc and Subsidiaries

The following is summary of the real estate activity of FCRPC as presented on pro-rata consolidation including

reconciliation from full consolidation to pro-rata consolidation

Real Estate Activity of FCRPC

Pro-Rata Consolidation Non-GAAP

Year Ended January 31

2011 2010

in thou sonds

Real estate

Completed rental properties 9736566

Projects under construction and de\ elopment 2090634

Land held for development or sale 139661

Total real estate FCRPC 11966861

Less accumulated depreciation 1967852

Real estate net FCRPC 9999009

Plus ieal estate net Land Group and Corporate 205098

Real estate net Forest City Enterprises 10204107

Real estate activity during the year

Completed rental properties

Capital expenditures 51080

Transfened from projects under construction and development 722828

Uther 114054

Total additions 659854

Dispositions 209601

Dispositions of partial inteiests 261131

Completed rental properties net additions 189122

Projects under constmction and development

New development 526031

Transferred to completed rental properties 722828

Cost of land sales 15259

Other 43781

Projects under construction and development net additions 255837

Land held for development or sale net additions 17293

Inciease decrease in real estate at-cost 49422

59.599

469.479

t46ISI

382.891

189371

193520

732880

469479

44995

218406

5693

417619

9547444

2346471

122368

12016283

1856483

10159800

206778

10.366578



5uppkmenta FhiancaJ nformaton rorest City Enterprises Inc and Subsidiaries

Real Estate Activity of FCRPC continued

si t/isissnis/s

Plus

2011

Real estate end ofear

Completed rental propei ties

Projects undei construction and development

Land held for developnsettt or sale

Total real estate FCRPC

Less accumulated depreeiatiois

Real estate net FCRPC

Plus real estate net Land Group and Corporate

Real cstatc nLt Purest City Enterprises

Real estate seth ity during tlse
year

Completed reittal properties

Capital expenditures

Tiansferied from projects undei constiuction and development

Other

Total additions

Dispositions

Dispositions of paitial interests

Completed iental properties net additions

Piojects
under eonstiuction and des elopment

Ness
rlevelnptueitt

Tiansferred to completed reistal
properties

Cost of land sales

Other

Projects under eoitstruetion and development net additioits

Land held for development or sale net additions

Increase decrease in real estate at cost

8205578

2706235

88269

392825

695204

7035

1923813

79603

58427

9736566

2090634

139661

11000082 1095064 2061843 11966861

1607508 63987 424331 1967852

9392574 1031077 1637512 9999009

159566 11648 57180 205098

9552140 1042725 1694692 10204107

41750 1026 10356 51080

559208 128538 292158 722828

198402 6726 77622 114054

402556 122838 380136 659854

152510 3215 60306 209601

514533 17868 235534 261131

264487 101755 555364 189122

6511271 111114117 56247 526031

559208 128538 292158 722828

15347 88 15259

18651 35224 10094 43781

65065 95085 225817 255837

15231 1203 3265 17293

184191 198043 332812 49422

2010

Real estate end of
year

Completed rental properties

Projects undei construction and des elopmeni

Land field for des
elopnemmt or sale

Total real estate FCRPC

Less aceuniulated depreciation

Real estate net FCRPC

Plus real estate net Land Oroap and Corporate

Real
estate net Forest City Enterprises

Real estate aetis ity during the year

Completed rental
properties

Capital expenditsies

Transferred from projects under construction and des elopinent

Other

Total additions

Dispositions

Completed rental properties set additions

Projects under eonstraetion and des elopinent

Ness des
elopissent

Tiansferred to completed iental
properties

Cost of laud sales

Projects under construction and des elopment net additioits

Laisd field for development or sale net additions

Increase dcci ease in ieal estate at cost

8470065 291070 368449 9547444

264lt70 600.t 19 305420 2346471

73038 5832 55162 122368

t184273 897021 t729.Ojl 12016.283

1.588070 57756 3261 69 I8s6483

9596 203 839265 1402862 10159800

150918 5843 61.703 206778

9747.121 845.108 1464565 10366578

43787

376829

57 625

1799

21505

29656

17611

114158

58 908

59599

469479

1461875

362.993 52963 72861 382.891

9387s 95496 189371

269.118 52963 22635 193520

years Ended January 31

Less Unconsolidated

Full Noneontrolling Investments

Consolidation Interest at lro-Rata

Pro-Rata

Consolidation

Non-GAAP

805865

37629

28920

400116

4494

673728

153995

21508

132487

60

185510

81010

114.158

16075

49223

1259

70599

732880

469.479

44995

218406

5693

417619



Suppllernenta Fhianda trrLndcn Forest City Enterprises Inc arid Subsidiaries

Real Estate Activity FCRPC continued

Reflects the disposition of Metreon 279000 square foot
specialty

retail center in San Francisco Califomia 101 So Fe nondo 323 unit

apartment community in San Jose California Pebble CreeI 148unit apa tment community in Twinsbuig Ohio Coachella Plaza

85000 square foot retail center in Coachclla California El Centro lila/i 113.000 square foot regional mall in El Centro California

Southgate Moll 322000 square foot regional mall in Yuma Arizona Sadd/e Rock
Village 294000 square foot specialty retail centem in

Aurora Colorado Sioii VaI/cj Tousi Center 612000 square foot regional mall in Simi Valley California investment in
triple net lease

propeity 203000 squame foot retail center in Pueblo Colorado and Woodhridge Crossing 284000 squame foot specialty retail center in

Woodbridgc New Jersey

Reflects the dispositions of
partial

interests in the following apartment comnsunitics us the Washington D.C metropolitan area The Grnnd

549 units Leno.s Chb 385 units Leno.s Park 406 units and the following office buildings in Cambridge Massachusetts 35 Land.sdouse

Street 202000 square feet 40 Landcdowne Street 215000 square feet 45 75 Sidney Street 277000 square feet 65 80 Landsdowne Street

122.000 square feet 88 Sidney Street 145000 square feet Jackson Building 202000 square feet and Richards Building 126000 squame feet

Reflects the dispositions of Gand Avenue 100000 square foot specialty ietail center in Queens New York Sterling C/c of G/en Cove an
80-unit supported-us ing apartment community in Glen Cove New York Sterling C/en of Great lsTeck 142-unit supported living apartment

community in Great Neck New York C/assic Residence hr Hiatt 220-unit supported living apartment community in Teancck New Jersey
C/assic Residence by Hyatt 339 unit suppom ted living apaitment community in Chevy Chase Maryland Classic Residence hr Hyatt tO-unit

supported-living apartment community in Yonkers New York Grcouocla Gadens 940 unit apartment community us Warrensville 1-Icights

Ohio and C/arknood 568unit apartment community in Wanensville Heights Ohio

Relates to non-cash changes in completed rental properties with incieases primarily due to acquisition of partners interest and decreases

primarily due to impairment of real estate assets

Primarily reflects the impact on projects
under des elopment based on the adoption of the new GAAP accounting guidance on consolidation of

VIEs Upon adoption of the new guidance effective Febmamy 12010 the Bore/ats Center Arena became consolidated
entity

and

dcconsolidated the
Village at Gu/fstreon The remaining amounts are miscellaneous non cash changes to projects

under development

Primarily reflects the impact on completed rental properties based on the adoption of the new GAAP accounting guidance discussed in abose

Upon adoption of the new guidance seven residential entities and one commercial
entity

in the operating portfolio svere deconsolidatcd The

iemaining amounts are miscellaneous noncash changes to completed rental properties including impairments of rental properties
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PART

Item Business

Founded in 1920 and publicly traded since 1960 Forest City Enterprises Inc with its subsidiaries the Company or

Forest City principally engages in the ownership development management and acquisition of commercial and residential

real estate and land in 27 states and the District of Columbia At January 31 2011 the Company had approximately

$11.8 billion in consolidated assets of which approximately $11.2 billion was invested in real estate at cost The Companys
core markets include Boston the state of California Chicago Denver the New York City/Philadelphia metropolitan area and

the Greater Washington D.C/Baltimore metropolitan area The Company has offices in Albuquerque Boston Chicago

Dallas Denver London England Los Angeles New York City San Francisco Washington D.C and the Companys
corporate headquarters in Cleveland Ohio The Companys portfolio of real estate assets is diversified both geographically

and among property types

The Company operates through three strategic business units all of which are reportable segments

Commercinl Group the Companys largest strategic business unit owns develops acquires and operates regional

malls specialty/urban retail centers office and life science buildings hotels and mixed-use projects

Residentinl Group owns develops acquires and operates residential rental properties including upscale and

middle-market apartments and adaptive re-use developments Additionally it develops for-sale condominium

projects and also owns interests in entities that develop and manage military family housing

Lnnd Development Group acquires and sells both land and developed lots to residential commercial and industrial

customers It also owns and develops land into master-planned communities and mixed-use projects

The Company has centralized the capital management financial reporting and certain administrative ifinctions of its business

units In most other respects the strategic business units operate autonomously with the Commercial Group and Residential

Group each having their own development acquisition leasing property and financial management functions The Company
believes this structure enables its employees to focus their expertise and to exercise the independent leadership creativity and

entrepreneurial skills appropriate for their particular business segment

Segments of Business

The Company currently has five segments

Commercial Group

Residential Group

Land Development Group

The New Jersey Nets The Nets

Corporate Activities

Financial information about industry segments required by this item is included in Item Financial Statements and

Supplementary Data and Note Segment Information

Commercini Group

The Company has developed andlor acquired retail projects for more than 50 years and office and mixed-use projects for more

than 30 years The Commercial Group owns diverse portfolio in both urban and suburban locations in 15 states and the

District of Columbia The Commercial Group targets densely populated markets where it uses its expertise to develop complex

projects often employing public and/or private partnerships As of January 31 2011 the Commercial Group owned interests in

96 completed properties including 44 retail properties approximately 14.7 million gross leasable square feet 48 office

properties approximately 14.3 million gross leasable square feet and hotels 1573 rooms In addition the Commercial

Group has under construction the Barclays Center arena in Brooklyn New York This 18000 seat arena is expected to host

more than 200 events annually including professional and collegiate sports concerts family shows and The Nets basketball

The Company opened its first community retail center in 1948 and its first enclosed regional mall in 1962 Since then it has

developed regional malls and specialty retail centers The specialty retail centers include urban retail centers

entertainment-based centers community centers and power centers collectively specialty retail centers As of

January31 2011 the Commercial Groups retail portfolio consisted of 16 regional malls with gross leasable area GLA of

7.9 million square feet and 28 specialty retail centers with total GLA of 6.8 million square feet The Commercial Group has

one regional mall under construction located in Yonkers New York with GLA of 1.3 million square feet



Regional malls are developed in collaboration with anchor stores that typically own their facilities as an integral pad of the

mall structure and environment but do not generate significant direct payments to the Company In contrast anchor stores at

specialty retail centers generally are tenants under long-term leases that contribute significant rental payments to the Company

While the Company continues to develop regional malls in strong markets it has also pioneered the concept of bringing

specialty retailing to urban locations previously ignored by major retailers With high population densities and disposable

income levels at or near those of the suburbs urban development is proving to be economically advantageous for the

Company for the tenants who realize high sales per square foot and for the cities that benefit from the new jobs and taxes

created in the urban locations

In its office development activities the Company is primarily build-to-suit developer that works with tenants to meet their

requirements The Companys office development has focused primarily on mixed-use projects in urban developments often

built in conjunction with hotels andlor retail centers or as part of major office or life science campus As result of this focus

on urban developments the Company continues to concentrate ftiture office and mixed-use developments largely in the

New York City Boston Chicago Washington D.C Albuquerque and Denver metropolitan areas

The following tables provide lease expiration and significant tenant information relating to the Commercial Groups retail

properties

Retail Lease Expirations as of January 31 2011

AVERAGE

BASE

NUMBER OF SQUARE FEET PERCENTAGE NET PERCENTAGE RENT PER

EXPIRATION EXPIRING OF EXPIRING OF TOTAL BASE RENT OF TOTAL SQUARE FEET

YEAR LEASES LEASES LEASED GLA EXPIRING BASE RENT EXPIRING

GLA Gross Leasable Area

Net base rent expiring is an operating statistic and is not comparable to rental revenue Generally Accepted Accounting Principles GAAP
financial measure The primary differences arise because net base rent is determined using the tenants contractual rental agreements at the

Companys ownership share of the base rental income froni expiring leases as determined within the rent agreement and it does not include

adjustments such as the impact of straight line rent amortization of above and below market lease values in-place and contingent rental payments

which are not reasonably estimable

Square feet of expiring leases and average base rent per square feet are operating statistics that represent l000o of the square footage and base rental

income per square foot from expiring leases

2011 350 l07069 8.52 24785l4 8.65 20.04

2012 258 930162 7.40 21848214 7.64 27.80

2013 275 1043610 8.31 26.332.340 9.20 28.69

2014 231 1049878 8.36 22275500 79 27.35

2015 192 788771 6.28 18859029 6.59 29.92

2016 212 1257730 10.01 35877907 12.54 37.40

2017 147 987314 7.86 21863.433 7.64 26.22

2018 155 714949 5.69 17787781 6.22 26.52

2019 119 1019520

893935

8.11

7.12

23150575

19999278

8.09

6.99

24.77

29.542020

Thereafter

Total

119

99

2157

2806661 22.34 53338446 18.65

12563499 100.00 286071017 100.00

23.66

27.79



Schedule of Significant Retail Tenants as of January 31 2011

Based on net base rent l0o or greater of the Companys ownership share

NUMBER LEASED PERCENTAGE OF

OF SQUARE TOTAL RETAIL

TENANT LEASES FEET SQUARE FEET

Bass Pro Shops Inc 510855 4.07

Regal Entertainment Group 381461 3.04

AMC Entertainment Inc 377797 3.01

TJX Companies 11 347457 2.77

TheGap 25 321159 2.56

Dicks Sporting Goods 293171 2.33

The Home Depot 282000 2.24

The Limited 37 220357 1.75

Best Buy 207969 1.65

Abererombie Fitch Stores Inc 25 181272 1.44

Footlocker Inc 34 132648 1.06

Pathmark Stores Inc 123500 0.98

Subtotal 161 3379646 26.90

All Others 1996 9183853 73.10

Total 2157 12563499 100.00

The following tables provide lease expiration and significant tenant information relating to the Commercial Groups office

properties

Office Lease xpirations as of January 31 2011

AVERAGE

BASE

NUMBER OF SQUARE FEET PERCENTAGE NET PERCENTAGE RENT PER

EXPIRATION EXPIRING OF EXPIRING OF TOTAL BASE RENT OF TOTAL SQUARE FEET

YEAR LEASES LEASES LEASED GLA EXPIRING BASE RENT EXPIRING

2011 85 478656 4.11 8844396 2.94 20.21

2012 86 1223741 10.52 29701130 9.86 30.73

2013 91 1162098 9.99 26689597 8.86 23.95

2014 51 973729 8.37 18379029 6.10 30.27

2015 40 468673 4.03 8406778 2.79 21.16

2016 33 671405 5.77 14680711 4.87 28.93

2017 25 375324 3.22 9143986 3.04 27.51

2018 20 1200707 10.32 33239866 11.04 32.01

2019 19 713614 6.13 13065080 4.34 26.12

2020 15 1061358 9.12 27812703 9.24 32.52

Thereafter 38 3306949 28.42 111205086 36.92 38.13

Total 503 11636254 100.00 301168362 100.00 31.11

GLA Gross Leasable Area

Net base rent expiring is an operating statistic and is not comparable to rental revenue GAAP financial measure The primary differences arise

because net base rent is determined using the tenants contmctual rental agreements at the Companys ownership share of the base rental income from

expiring leases as detennined within the rent agreement and it does not include adjustments such as the impact of straight-line rent amortization of

above and below market lease values in place and contingent rental payments which are not reasonably estimable

Square feet of expiring leases and average base rent per square feet are operating statistics that
represent

lOO of the square footage and base rental

income per square foot from expiring leases



Schedule of Significant Office Tenants as of January 31 2011

Based on net base rent or greater of the Companys ownership share

LEASED PERCENTAGE OF

SQUARE TOTAL OFFICE

TENANT FEET SQUARE FEET

City of New York 978115 8.41

Millennium Pharmaceuticals Inc 660741 5.68

U.S Government 614218 5.28

District of Columbia 553330 4.76

Morgan Stanley Co 444685 3.82

Wellehoice Inc 392514 3.37

JP Morgan Chase Co 383341 3.29

Forest City Enterprises Inc 362177 3.11

Bank of New York 323043 2.78

National Grid 254034 2.18

Clearbridge Advisors LLC Legg Mason Company 193249 1.66

Covington Burling LLP 160565 1.38

Scyfarth Shaw LLP 96909 0.83

Subtotal 5416921 46.55

All Others 6219333 53.45

Total 11636254 100.00

All intercompany rental income is eliminated in consolidation

Residential Group

The Companys Residential Group owns develops acquires leases and manages residential rental properties in 21 states and

the District of Columbia The Company has been engaged in apartment community development for over 50 years beginning in

Northeast Ohio and gradually expanding nationally Its residential portfolio includes middle-market apartments upscale urban

properties and adaptive re-use developments The Residential Group develops for-sale condominium projects and also owns
develops and manages military family housing

At January 31 2011 the Residential Groups portfolio consisted of 33.614 apartment units in 116 properties in which

Forest City has an ownership interest Two of the properties in the portfolio consisting of 1073 units are currently under

construction The remaining 32541 units in 114 properties are in operations Two of the properties consisting ofSl8 apartment

units were sold subsequent to January 31 2011 In addition the Company owns residual interest in and manages operating

properties containing 741 units of syndicated senior citizen subsidized housing The Residential Group also nianages 11919

military housing units under management in various stages of redevelopment

Land Development Group

The Company has been in the land development business since the 930s The Land Development Group acquires and sells

raw land and sells fully-entitled developed lots to residential commercial and industrial customers The Land Development

Group also owns and develops raw land into master-planned comniunities mixed-use projects and other residential

developments As of January 31 2011 the Company owned approximately 11415 acres of undeveloped land including 8609

of saleable acres for these commercial and residential development purposes The Company has an option to purchase

1369 acres of developable land at its Stapleton project in Denver Colorado and 5731 acres of developable land at its

Mesa del Sol project in Albuquerque New Mexico The Company has land development projects in 12 states

Historically the Land Development Groups activities focused on land development projects in Northeast Ohio Over time the

Land Development Groups activities expanded to larger more complex projects The Land Development Group has extended

its activities on national basis first in Arizona and more recently in Illinois North Carolina Florida Colorado Texas

New Mexico South Carolina New York Missouri and Washington Land development and sales activities at the Companys
Stapleton project in Denver Mesa del Sol project in Albuquerque and Central Station project in downtown Chicago are

reported in the Land Development Group



As of the end of fiscal 2010 the Company had purchased 1566 acres at Stapleton leaving balance of 69 acres that may be

acquired through an option held by the Company for additional development over the course of the next years Over and

above the developable land that may be purchased through this option 1116 acres of Stapleton are reserved for regional parks

and open space of which 775 acres are under development or have been completed Aside from land development and sales

activities Stapleton currently has over 2.1 million square feet of retail space approximately 393000 square feet of office

space over 1.2 million of other commercial space and 484 apartment units in place

Additionally as of the end of fiscal 2010 the Company had purchased 3175 acres at Mesa del Sol ofhich 1659 saleable

acres are on hand as of January 31 2011 This leaves balance of 5731 acres to be acquired for additional development over

the course of the next 25 to 50 years Aside from land development and sales activities Mesa del Sol currently

has 375000 square feet of office space in place which is included in the Commercial Group segment

In addition to sales activities of the Land Development Group the Company also sells land acquired by its Commercial Group

and Residential Group adjacent to their respective projects Proceeds and related costs from such land sales are included in the

revenues and
expenses

of such groups

The Nets

On August 16 2004 the Company purchased an ownership interest in The Nets member of the National Basketball

Association NBA The Companys ownership of The Nets is through its subsidiary Nets Sports and Entertainment LLC

NSE NSE also owns Brooklyn Arena LLC Arena an entity that through its subsidiaries is overseeing the

construction of and has long-term lease in the Barclays Center arena the fUture home of The Nets Upon adoption of new

accounting guidance for the consolidation of variable interest entities VIEs on February 2010 NSE was eons erted

from an equity method entity to consolidated entity As of January 31 2011 NSE consolidates Arena and accounts for its

investment in The Nets on the equity method of accounting As result of the Company consolidating NSE it records the

entire net loss of The Nets allocated to NSE in equity in loss of unconsolidated entities and allocates the other NSE
minority partners share of its loss through noncontrolling interests in the Statements of Operations for the year ended

January 31 2011 Prior to the adoption of the new consolidation accounting guidance the Company recorded only its share of

the loss for The Nets through equity in loss of unconsolidated entities

On May 12 2010 the Company closed on purchase agreenient with entities controlled by Mikhail Prokhorov

MP Entities Pursuant to the terms of the purchase agreement the MP Entities invested S223000000 and made certain

funding commitments Funding Commitments to acquire 80 of The Nets 45 of Arena and the right to purchase up

to 20 of Atlantic Yards Development Company LLC which will develop non-arena real estate In accordance with the

Funding Commitments the MP Entities agreed to fUnd The Nets operating needs up to $60000000 including reimbursements

to the Company for loans made to cover The Nets operating needs from March 2010 to May 12 2010 totaling $15000000
Once the $60000000 is expended which is anticipated to occur prior to the start of the 2011-2012 NBA basketball season

NSE is required to fUnd l00 of the operating needs as defined until the Barclays Center arena is complete and open

Thereafter members capital contributions will be made in accordance with the operating agreements Since May 12 2010

The Nets losses have been allocated to the MP Entities the majority owner since the losses are allocated based on an analysis

of the respective members claim on the net book equity assuming liquidation at book value

For the years ended January 31 2011 2010 and 2009 the Company recognized approximately 25c 68c and 54c of the net

loss of The Nets respectively because profits and losses are allocated to each member based on an analysis of the respective

members claim on the net book equity assuming liquidation at book value at the end of the accounting period without regard

to unrealized appreciation if any in the fair value of The Nets Our percentage of the allocated losses for the year ended

January 2011 was lower than the prior year primarily due to the allocation of losses to the MP Entities as discussed above

Competition

The real estate industry is highly competitive in many of the markets in which the Company operates There are numerous

other developers managers and owners of commercial and residential real estate and undeveloped land that compete with the

Company nationally regionally and/or locally sonic of whom may have greater financial resources and niarket share than the

Company They compete with the Company for management and leasing opportunities land for development properties for

acquisition and disposition and for anchor stores and tenants for properties The Company may not be able to sueeessftilly

compete in these areas In addition competition could over-saturate any market as result the Company niay not have

sufficient cash to meet the nonrecourse debt service requirements on certain of its properties Although the Company may
attempt to negotiate restructuring with the mortgagee it may not be successful particularly in light of current credit markets

which could cause property to be transferred to the mortgagee



Tenants at the Companys retail properties face continual competition in attracting customers from retailers at other shopping

centers catalogue companies online merchants warehouse stores large discounters outlet malls wholesale clubs direct mail

and telemarketers The Companys competitors and those of its tenants could have material adverse effect on the Companys
ability to lease space

in its properties and on the rents it can charge or the concessions it may havc to grant This in turn could

materially and adversely affect the Companys results of operations and cash flows and could affect the realizable value of its

assets upon sale

In addition to real estate competition the Company faces competition related to the operation of The Nets Specifically The

Nets are in competition with other members from the NBA other major league sports college athletics and other sports-related

and non-sports related entertainment If The Nets are not able to successfully manage this risk they may incur additional losses

resulting in an increase of the Companys share of the total losses of the team

Number of Employees

The Company had 2917 employees as of January 31 2011 of which 2571 were frill-time and 346 were part-time

Available Information

Forest City Enterprises Inc is an Ohio corporation and its executive offices are located at Suite 1100 50 Public Square

Cleveland Ohio 44113 The Company makes available free of charge on its website at www.forestcity.net its annual

quarterly and current reports including amendments to such reports as soon as reasonably practicable after the Company
electronically files such material with or furnishes such material to the Securities and Exchange Commission SEC The

Companys SEC filings can also be obtained from the SEC website at www.sec.gov

The Companys corporate governance documents including the Companys Corporate Govemance Guidelines Code of Ethical

and Legal Conduct and committee charters are also available on the Companys website at www.forestcity.net or in print to

any stockholder upon written request addressed to Corporate Secretary Forest City Enterprises Inc Suite 1360 50 Public

Square Cleveland Ohio 44113

The information found on the Companys website or the SEC website is not part of this Annual Report on Form 10-K

Item 1A Risk Factors

Lending and Capital Market Conditions May Negatively Impact Our Liquidity and Our Ability to Finance or Refinance

Projects or Repay Our Debt

Despite recent improvements in the U.S economy current conditions still substantially lag pre-recession levels Ongoing
economic conditions have negatively impacted the lending and capital markets particularly for real estate The capital markets

have witnessed significant adverse conditions including substantial reduction in the availability of and access to capital

Financial institutions have significantly reduced their lending with an emphasis on lessening their exposure to real estate

Originations of new loans for commercial mortgage backed securities are improving but are still limited as compared to

pre-recession levels Underwriting standards are being tightened with lenders requiring lower loan-to-values increased debt

service coverage levels and higher lender spreads These market conditions combined with the volatility in the financial

markets have made our ability to access capital challenging We may not be able to obtain financings on terms comparable to

those we secured prior to the economic downturn and our financing costs may be significantly higher These conditions have

required us to curtail our investment in new development projects which will negatively impact the future growth of our

business If these conditions do not continue to improve we may be required to further curtail our development redevelopment

or expansion projects and potentially write down our investments in some projects

The adverse market conditions also impact our ability to and the cost at which we refinance our debt and obtain renewals or

replacement of credit enhancement devices such as letters of credit While some of our current financings have extension

options some of those are contingent upon pre-determined underwriting qualifications We cannot assure you that given

project will meet the required conditions to qualify for such extensions Our inability to extend repay or refinance our debt

when it becomes clue including upon default or acceleration event could result in foreclosure on the properties pledged as

collateral thereof which could result in loss of our frill investment in such properties While we are actively working to

refinance or extend our maturing debt obligations we cannot assure you that we will be able to do so on timely basis

Moreover we expect refinancing when available to occur on less favorable ternis Lenders in these market conditions will

typically require higher rate of interest repayment of portion of the outstanding principal or additional equity infusions to

the project

Of our total outstanding long-term debt of approximately 55.1 billion at January 31 2011 significant amount becomes due in

each of the next three fiscal years If these amounts cannot be refinanced extended or repaid from other sources such as sales

of properties or new equity our cash flow may not be sufficient to repay all maturing debt This risk is heightened with respect

to our revolving credit facility which is due February 2012 and our senior debt as we have limited sources to fund such

repayment



Our total outstanding debt referenced above is inclusive of credit enhanced mortgage debt we have obtained for number of

our properties to back the bonds that are issued by government authority and then remarketed to the public Generally the

credit enhancement such as letter of credit expires prior to the terms of the underlying mortgage debt and must be renewed

or replaced to prevent acceleration of the underlying mortgage debt We treat credit enhanced debt as maturing in the year the

credit enhancement expires However if the credit enhancement is drawn upon due to the inability to remarket the bonds due to

reasons including but not limited to market dislocation or downgrade in the credit rating of the credit enhancer not only

would the bonds incur additional interest expense but the debt maturity could accelerate to as early as 90 days after the

acceleration occurs

With the turmoil in the lending and capital markets number of financial institutions have sought federal assistance or failed

The failure of these financial institutions has further reduced the number of lenders willing to lend to commercial real estate

entities and may further hinder our ability to access capital In the event of failure of lender or counterparty to financial

contract obligations under the financial contract might not be honored and many forms of assets may be at risk and may not be

fully returned to us Should financial institution particularly construction lender fail to fund its committed amounts when

contractually obligated to do so our ability to meet our obligations and complete projects could be adversely impacted

Finally while we recently extended our revolving credit facility gi ing us access to liquidity through February 2012 it was

with reduced maximum boiTowing levels increased restrictions on our use of cash and requirements for the permanent

reductions of borrowings available under the credit facility as we generate net proceeds from specified transactions As result

our access to liquidity has decreased as it relates to borrowing available under the credit facility which may adversely affect

the future growth of our business and our ability to continue our development activities

The Ownership Development and Management of Real Estate is Exceptionally Challeneing in the Current Economic

Environment and We Do Not Anticipate Meaningful Improvement in the Near Tern

The current economiC environment has significantly impacted the real estate industry in which we operate Unemployment

remains at historically high levels and consumer confidence while improving remains low putting downward pressure on

retail sales Commercial and residential tenants are experiencing financial pressure and are continuing to place demands on

landlords to provide rent concessions The financial hardships on some tenants are so severe that they are leaving the market

entirely or declaring bankruptcy creating increased vacancy rates in residential and commercial properties he tenants with

good financial condition are considering offers from the many competing projects in the real estate industry and are waiting for

the best possible deal before committing

The stress currently experienced by the real estate industry is particularly evident in our development projects Projects that had

good demographics and strong retailer interest to support retail development when we began construction are experiencing

leasing difficulty When the financial markets began experiencing volatility in the second half of 2008 and the economy
entered recession we experienced corresponding volatility in retailer interest for our projects Retailers continue to express
interest in the projects but are reluctant to commit to new stores in the current economic environment As result of this

difficult environment we have delayed anticipated openings reduced anticipated rents and incurred additional carrying costs

all resulting in an adverse impact on our business If we are unable to or decide not to proceed with certain projects we could

incur write-offs some of which could be substantial which would have material adverse affect on our results of operations

Until the economy in general and the real estate industry in particular experience sustained improvement fundamentals for

the development and management of real estate will remain weak and we will continue to operate in difficult environment

with no near-term expectation of improvement

We Are Subject to Risks Associated with Investments in Real Estate

The value of and our income from our properties may decline due to developments that adversely affect real estate generally

and those developments that are specific to our properties General factors that may adversely affect our real estate portfolios if

they were to occur or continue include

Increases in interest rates

The availability of financing including refinancing or extensions of our nonrecourse mortgage debt maturities on

acceptable terms or at all

decline in the economic conditions at the national regional or local levels particularly decline in one or more of

our primary markets

Decreases in rental rates

An increase in competition for tenants and customers or decrease in demand by tenants and customers



The financial condition of tenants including the extent of bankruptcies and defaults

An increase in supply or decrease in demand of our property types in our primary markets

Declines in consumer confidence and spending during an economic recession that adversely affect our revenue from

our retail centers

Lingering declines in housing markets that adversely affect our revenue from our land segment

The adoption on the national state or local level of more restrictive laws and governmental regulations including

more restrictive zoning land use or environmental regulations and increased real estate taxes and

Opposition from local community or political groups with respect to the development construction or operations at

particular site

In addition there are factors that may adversely affect the value of specific operating properties or result in reduced income or

unexpected expenses As result we may not achieve our projected returns on the properties and we could lose some or all of

our investments in those properties Those operational factors include

Adverse changes in the perceptions of prospective tenants or purchasers of the attractiveness of the property

Our inability to provide adequate management and maintenance

The investigation removal or remediation of hazardous materials or toxic substances at site

Our inability to collect rent or other receivables

Vacancies and other changes in rental rates

An increase in operating costs that cannot be passed through to tenants

Introduction of competitors property in or in close proximity to one of our current markets

Underinsured or uninsured natural disasters such as earthquakes floods or hurricanes and

Our inability to obtain adequate insurance

We Are Subject to Real Estate Development Risks

In addition to the risks described above which could also adversely impact our development projects our development

projects are subject to significant risks relating to our ability to complete our projects on time and on budget Factors that may
result in development project exceeding budget being delayed or being prevented from completion include

An inability to secure sufficient financing on favorable terms or at all including an inability to refinance or extend

construction loans

Construction delays or cost overruns either of which may increase project development costs

An increase in commodity costs

An inability to obtain zoning occupancy and other required governmental permits and authorizations

An inability to secure tenants or anchors necessary to support the project

Failure to achieve or sustain anticipated occupancy or sales levels and

Threatened or pending litigation



Some of these development risks have been magnified given current adverse industry and market conditions See also

Lending and Capital Market Conditions May Negatively Impact Our Liquidity and Our Ability to Finance or Refinance

Projects or Repay Our Debt and The Ownership Development and Management of Real Estate is Exceptionally

Challenging in the Current Economic Environment and We Do Not Anticipate Meaningful Improvement in the Near Term
above If any of these events occur we may not achieve our projected returns on properties under development and we could

lose some or all of our investments in those properties In addition the lead time required to develop construct and lease-up

development property has substantially increased which could adversely impact our projected returns or result in termination

of the development project

In the past we have elected not to proceed or have been prevented from proceeding with certain development projects and

we anticipate that this may occur again from time to time in the future In addition development projects may be delayed or

terminated because project partner or prospective anchor withdraws or third party challenges our entitlements or public

financing

We periodically serve as either the construction manager or the general contractor for our development projects The

construction of real estate projects entails unique risks including risks that the project will fail to conform to building plans

specifications and timetables These failures could be caused by labor strikes weather government regulations and other

conditions beyond our control In addition we may become liable for injuries and accidents occurring during the construction

process that are underinsured

In the construction of new projects we generally guarantee the lender of the construction loan the lien-free completion of the

project This guaranty is recourse to us and places the risk of construction delays and cost overruns on us In addition from

time to time we guarantee our construction obligations to major tenants and public agencies These types of guarantees are

released upon completion of the project as defined We may have significant expenditures in the future in order to comply
with our lien-free completion obligations which could have an adverse impact on our cash flows

Examples of projects that face these and other development risks include the following

Brooklyn Atlantic Yards We are in the process of developing Brooklyn Atlantic Yards which will cost approximately

$4.9 billion over the anticipated construction and development period This long-term mixed-use project in downtown

Brooklyn is expected to feature state-of-the-art sports and entertainment arena the Barclays Center arena for The

Nets basketball team member of the NBA The acquisition and development of Brooklyn Atlantic Yards has been

formally approved by the required state governmental authorities and final documentation of the transactions was

executed on December 23 2009 Tax exempt financing for the arena also closed on December 23 2009 the proceeds

of which became available on May 12 2010 We have commenced construction of the arena and related

infrastructure as well as infrastructure related to other elements of the greater Atlantic Yards development project As

result of prior litigation this project has experienced delays and may continue to experience fUrther delays

There is also the potential for increased costs and further delays to the project as result ofi increasing construction

costs ii scarcity of labor and supplies iii the unavailability of additional needed financing iv our or our partners

inability or failure to meet required equity contributions increasing rates for financing vi loss of arena

sponsorships and related revenues vii our inability to meet certain agreed upon deadlines for the development of the

project and viii other potential litigation seeking to enjoin or prevent the project or litigation for which there may not

be insurance coverage The development of Brooklyn Atlantic Yards is being done in connection with the proposed

move of The Nets to the planned arena the timing of which is subject to delays The arena itself and its plans along

with any movement of the team is subject to approval by the NBA which we may not receive In addition as

applicable contractual and other deadlines and decision points approach we could have less time and flexibility to

plan and implement our responses to these or other risks to the extent that any of them may actually arise

If any of the foregoing risks were to occur we may not be able to develop Brooklyn Atlantic Yards to the extent

intended or at all resulting in potential write-off of our investment ii be required to pay the City and/or State of

New York liquidated damages for failure to meet certain agreed upon project deadlines and iii be in default of our

non-recourse mortgages on the project The exposure to loss on this investment is approximately $525 million

excluding any potential write-offs for the arena or any liquidated damages described in ii of this paragraph and

could have significant material adverse effect on our business cash flows and results of operations Even if we were

able to continue with the development or portion thereof we would likely not be able to do so as quickly as

originally planned would be likely to incur additional costs and may need to write-off portion of the development

Westchesters Ridge Hilt Retail leasing at our Westchesters Ridge Hill development project in Westchester County
New York has progressed slowly Currently the center is 45c leased The retail center is under construction and

subject to completion guaranty to the lender The projected phased opening dates may be impacted by the final

outcome of our continuous leasing effort which in turn could increase our equity requirements into this project

Jo



Vacancies in Our Properties May Adversely Affect Our Results of Operations and Cash Flows

Our results of operations and cash flows may be adversely affected if we are unable to continue leasing significant portion of

our commercial and residential real estate portfolio We depend on commercial and residential tenants in order to collect rents

and other charges The current economic downturn has impacted our tenants on many levels The downturn has been

particularly hard on commercial retail tenants many of whom have announced store closings and scaled backed growth plans

If we are unable to sustain historical occupancy levels in our real estate portfolio our cash flows and results of operations could

be adversely affected Our ability to sustain our current and historical occupancy levels also depends on many other factors

that are discussed elsewhere in this section

The Downturn in the Housing Market May Continue to Adversely Affect Our Results of Operations and Cash Flows

The United States has experienced sustained downturn in the residential real estate markets resulting in decline in both the

demand for and price of housing We depend on homebuilders and condominium builders and buyers which have been

significantly and adversely impacted by the housing downturn to continue buying our land held for sale We do not know how

long the downturn in the housing market will last or if we will ever see return to previous conditions Our ability to sustain

our historical sales levels of land depends in part on the strength of the housing market and will continue to suffer until

conditions improve Our failure to successftilly sell our land held for sale on favorable terms would adversely affect our results

of operations and cash flows and could result in write-down in the value of our land due to impairment

Our Properties and Businesses Face Significant Competition

The real estate industry is highly competitive in many of the markets in which we operate Competition could over-saturate any

market as result of which we may not have sufficient cash to meet the nonrecourse debt service requirements on certain of

our properties Although we may attempt to negotiate restructuring with the mortgagee we may not be successful

particularly in light of ctirrent credit markets which could cause property to be transferred to the mortgagee

There are numerous other developers managers and owners of commercial and residential real estate and undeveloped land

that compete with us nationally regionally and/or locally some of whom have greater financial resources and market share

than us They eumpete with us fur management and leasing upportunities land for develupment pruperties fur acquisition and

disposition and for anchor stores and tenants for properties We may not be able to successfully compete in these areas If our

competitors prevent us from realizing our real estate objectives the operating performance may fall short of expectations and

adversely affect our financial performance

Tenants at our retail properties face continual competition in attracting customers from retailers at other shopping centers

catalogue companies online merchants warehouse stores large discounters outlet malls wholesale clubs direct mail and

telemarketers Our competitors and those of our tenants could have material adverse effect on our ability to lease
space

in our

properties and on the rents we can charge or the concessions we can grant This in turn could materially and adversely affect

our results of operations and cash flows and could affect the realizable value of our assets upon sale

We May Be Unable to Sell Properties to Avoid Losses or to Reposition Our Portfolio

Because real estate investments are relatively illiquid we may be unable to dispose of underperforming properties and may be

unable to reposition our portfolio in response to changes in national regional or local real estate markets As result we may
incur operating losses from some of our properties and may have to write-down the value of some properties due to

impairment

Our Results of Operations and Cash Flows May Be Adversely Affected by Tenant Defaults or Bankruptcy

Our results of operations and cash flows may be adversely affected if significant number of our tenants are unable to meet

their obligations or do not renew their leases or if we are unable to lease significant amount of space on economically

favorable terms In the event of default by tenant we may experience delays in payments and incur substantial costs in

recovering our losses

In addition our ability to collect rents and other charges will be even more difficult if the tenant is bankrupt or insolvent While

our tenants have from time to time filed for bankruptcy or been involved in insolvency proceedings there have been an

increased number of bankruptcies with the most recent recession We may be required to expense costs associated with leases

of bankrupt tenants and may not be able to replace future rents for tenant space rejected in bankruptcy proceedings which could

adversely affect our properties The current bankruptcies of some of our tenants and the potential baukruptcies of other tenants

in the future could make it difficult for us to enforce our rights as lessor and protect our investment

Ii



Based on tenants with net base rent of greater than of total net base rent as of January 31 2011 our five largest office

tenants by leased square feet are the City of New York Millcnnium Pharmaceuticals Inc U.S Government the District of

Columbia and Morgan Stanley Co Given our large concentration of office space in New York City we may be adversely

affected by the consolidation or failure of certain financial institutions Based on tenants with net base rent of greater than lo
of total net base rent as of January31 2011 our five largest retail tenants by leased square feet are Bass Pro Shops Inc Regal

Entertainment Group AMC Entertainment Inc TJX Companies and The Gap An event of default or bankruptcy of one of our

largest tenants would increase the adverse impact on us

We May Be Negatively Impacted by the Consolidation or Closing of Anchor Stores

Our retail centers are generally anchored by department stores or other big box tenants We could be adversely affected if

one or more of these anchor stores were to consolidate close or enter into bankruptcy Given the current economic

environment for retailers we are at heightened risk that an anchor store could close or enter into bankruptcy Although

non-tenant anchors generally do not pay us rent they typically contribute towards common area maintenance and other

expenses Even if we own the anchor space we may be unable to re-lease this area or to re-lease it on comparable terms The

loss of these revenues could adversely affect our results of operations and cash flows Further the temporary or permanent loss

of any anchor likely would reduce customer traffic in the retail center which could lead to decreased sales at other retail stores

Rents ubtaiued from othet tenants may be adversely impacted as result of cu-tenancy clauses in their leases One or more of

these factors could cause the retail center to fail to meet its debt service requirements The consolidation of anchor stores may
also negatively affect current and future development and redevelopment projects

We May Be Negatively Impacted by International Activities

While our international activities are currently limited in scope and generally focused on evaluating various international

opportunities we may expand our international efforts subjecting us to risks that could have an adverse effect on the projected

returns on the international projects or our overall results of operations We have limited experience in dealing with foreign

economies or cultures changes in political environments or changes in exchange rates for foreign currencies In addition

international activities would subject us to wide variety of local laws and regulations governing these foreign properties with

which we have no prior experience We may experience difficulties in managing international properties including the ability

to successfl.dly integrate thcsc properties into our business operations and the ambiguities that arise when dealing with foreign

cultures Each of these factors may adversely affect our projected returns on foreign investments which could in turn have an

adverse effect on our results of operations

Terrorist Attacks and Other Armed Conflicts May Adversely Affect Our Business

We have significant investments in large metropolitan areas including New York City/Philadelphia Boston

Washington D.C/Baltimore Denver Chicago Los Angeles and San Francisco which face heightened risk related to

terrorism Some tenants in these areas may choose to relocate their business to less populated lower-profile areas of the United

States that are not as likely to be targets of terrorist activity This could result in decrease in the demand for space in these

areas which could increase vacancies in our properties and force us to lease our properties on less favorable terms In addition

properties in our real estate portfolio could be directly impacted by future terrorist attacks which could cause the value of our

property and the level of our revenues to significantly decline

Future terrorist activity related armed conflicts or prolonged or increased tensions in the Middle East could cause consumer

confidence and spending to decrease and adversely affect mall traffic Additionally future terrorist attacks could increase

volatility in the United States and worldwide financial markets Any of these occurrences could have significant impact on

our revenues costs and operating results

The Investment in Professional Sports Franchise Involves Certain Risks and Future Losses Are Expected for The Nets

On August 16 2004 we purchased legal ownership interest in The Nets The purchase of the interest in The Nets was the

first step in our efforts to pursue development projects at Brooklyn Atlantic Yards For more thorough discussion of the risks

associated with the Brooklyn Atlantic Yards project see We Are Subject to Real Estate Developments Risks On May 12

2010 we through our consolidated subsidiary NSE closed on purchase agreement with the MP Entities The transaction

resulted in change of controlling ownership interest in The Nets Following the transaction with the MP Entities NSE
retained 20 non-controlling ownership of The Nets As we have 450o ownership interest in NSE our resulting

ownership interest in The Nets after the transaction is approximately l0
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The Nets are currently operating at loss and are projected to continue to operate at loss at least as long as they remain in

New Jersey Such operating losses will need to be funded by the contribution of equity Even if The Nets are able to relocate to

Brooklyn New York there can be no assurance that The Nets will be profitable in the ftiture Losses are currently allocated to

each member of the limited liability company that owns The Nets based on an analysis of the respective members claim on the

net book equity assuming liquidation at book value at the end of each accnunting perind without regard to unrealized

appreciation if any in the fair value of The Nets The operating agreement with the MP Entities requires them to ffind The

Nets operating needs up to $60000000 including reimbursements to us for loans made to cover The Nets operating needs

between March 2010 and May 12 2010 totaling $15000000 Once the remaining $45000000 out of the $60000000 cap is

expended which is anticipated to occur prior to the start of the 2011-2012 NBA basketball season NSE is required to fund

10000 of The Nets operating needs as defined until the arena is complete and open Therefore losses allocated to us have

exceeded and may continue to exceed our legal ownership interest and may become significant

Our investment in The Nets is subject to number of operational risks including risks associated with operating conditions

competitive factors economic conditions and industry conditions If The Nets arc not able to successfully manage the

following operational risks The Nets may incur additional operating losses

Competition with other major league sports college athletics and other sports-related and non sports-related

entertainment

Dependence on competitive success of The Nets

Fluctuations in the amount of revenues from advertising sponsorships concessions merchandise parking and season

and other ticket sales which are tied to the popularity and success of The Nets and general economic conditions

Uncertainties of increases in players salaries

Risk of injuries to key players

Dependence on talented players

Uncertainties relating to labor relations in professional sports including the expiration of the NBAs cuiTent collective

bargaining agreement or player or management initiated stoppage after such expiration and

Dependence on television and cable network radio and other media contracts

Our High Debt Leverage May Prevent Us om ResDonding to Changing Business and Economic Conditions

Our high degree of debt leverage could limit our ability to obtain additional financing or adversely affect our liquidity and

financial condition We have high ratio of debt consisting of nonrecourse mortgage debt revolving credit facility and

senior and subordinated debt to total market capitalization This ratio was approximately 74.4c and 3.3o at

January 31 2011 and January 2010 respectively based on our long-term debt outstanding at that date and the market value

of our outstanding Class common stock and Class common stock Our high leverage may adversely affect our ability to

obtain additional financing for working capital capital expenditures acquisitions development or other general corporate

purposes and may make us more vulnerable to prolonged downturn in the economy

Nonrecourse mortgage debt is collateralized by individual completed rental properties projects under development and

undeveloped land We do not expect to repay substantial amount of the principal of our outstanding debt prior to maturity or

to have available fl.mds from operations sufficient to repay this debt at maturity As result it will be necessary for us to

refinance our debt through new debt financings or through equity offerings If interest rates are higher at the time of

refinancing our interest expense
would increase which would adversely affect our results of operations and cash flows Cash

flows and our liquidity would also be adversely affected if we arc required to repay portion of the outstanding principal or

contribute additional equity to obtain the refinancing In addition in the event we were unable to secure refinancing on

acceptable terns we might be forced to sell properties on unfavorable terms which could result in the recognition of losses

and could adversely affect our financial position results of operations and cash flows If we were unable to make the required

payments on any debt collateralized by mortgage on one of our properties or to refinance that debt when it comes due the

mortgage lender could take that property through foreclosure and as result we could lose income and asset value as well

harm our Company reputation See also Market Conditions May Negatively Impact Our Liquidity and Our Ability to Finance

or Refinance Projects or Repay Our Debt above
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Our Corporate Debt Covenants Could Adversely Affect Our Financial Condition

We have guaranteed the obligations of our wholly-owned subsidiary Forest City Rental Properties Corporation or FCRPC
under the FCRPC Second Amended and Restated Credit Agreement entered into on January 29 2010 among FCRPC and the

banks named therein and amended on March 2010 This credit agreement and related guaranty collectively Credit

Agreement impose number of restrictive covenants on us including prohibition on certain consolidations and mergers
limitations on the amount of debt guarantees and property liens that we may incur restrictions on the pledging of ownership

interests in subsidiaries limitations on the use of cash sources prohibition on our common stock dividends through the

maturity date and limitations on our ability to pay dividends on our preferred stock The Credit Agreement also requires us to

maintain specified minimum liquidity debt service and cash flow coverage ratios and consolidated shareholders equity

The Indentures under which our senior and subordinated debt is issued also contain certain restrictive covenants including

among other things limitations on our ability to incur debt pay dividends acquire our common or preferred stock pern-iit liens

on our properties or dispose of assets

While we are in compliance with all of our covenants at January 31 2011 we cannot guarantee our future compliance with any

of the covenants The failure to comply with any of our financial or non-financial covenants could result in an event of default

and accelerate some or all of our indebtedness which could have material adverse effect on our financial condition Our

ability to comply with these covenants will depend upon our future economic performance These covenants may adversely

affect our ability to finance our future operations or capital needs or to engage in other business activities that may be desirable

or advantageous to us

We Are Subject to Risks Associated With Hedging Agreements

We will often enter into interest rate swap agreements and other interest rate hedging contracts including caps and floors to

mitigate or reduce our exposure to interest rate volatility or to satisfy lender requirements While these agreements may help

reduce our exposure to interest rate volatility they also expose us to additional risks including risk that the counterparties will

not perform Moreover there can be no assurance that the hedging agreement will qualify for hedge accounting or that our

hedging activities will have the desired beneficial impact on our results of operations Should we desire to terminate hedging

agreement there could be significant costs and cash requirements involved to fulfill our initial obligation under the hedging

agreement

When hedging agreement is required under the terms of mortgage loan it is often condition that the hedge counterparty agree

to certain conditions which include but are not limited to maintaining specified credit rating With the current volatility in the

financial markets there is reduced pool of eligible counterparties that can meet or are willing to agree to the required conditions

which has resulted in an increased cost for hedging agreements This could make it difficult to enter into hedging agreements in

the future Additionally if the counterparty failed to satisfy any of the required conditions and we were unable to renegotiate the

required conditions with the lender or find an alternative counterparty for such hedging agreements we could be in default under

the loan and the lender could take that property through foreclosure

Our bonds that are structured in total rate of return swap arrangement TRS have maturities reflected in the year the bond

matures as opposed to the TRS maturity date which is likely to be earlier Throughout the life of the TRS if the property is

not performing at designated levels or due to changes in market conditions the property may be obligated to make collateral

deposits with the counterparty At expiration of the TRS arrangement the property must pay or is entitled to the difference if

any between the fair market value of the bond and par If the property does not post collateral or make the counterparty whole

at expiration the counterparty could foreclose on the property

Any Rise in Interest Rates Will Increase Our Interest Costs

Including the effect of the protection provided by the interest rate swaps caps and long-term contracts in place as of

January 31 2011 100 basis point increase in taxable interest rates including properties accounted for under the equity method

and corporate debt and the effect of interest rate floors would increase the annual pre-tax interest cost for the next 12 months of

our variable-rate debt by approximately $9817000 at January 31 2011 Although tax-exempt rates generally move in an amount

that is smaller than corresponding changes in taxable interest rates Ut basis point increase in tax-exempt rates including

properties accounted for under the equity method would increase the annual pre-tax interest cost for the next 12 months of our

tax-exempt variable-rate debt by approximately $8680000 at January 31 2011 The analysis above includes portion of our

taxable and tax-exempt variable-rate debt related to construction loans for which the interest expense is capitalized For variable

rate bonds during times of market illiquidity premium interest rate could be charged on the bonds to successfully market them

which would result in even higher interest rates



If We Are Unable to Obtain Tax-Exempt Financings Our Interest Costs Would Rise

We regularly utilize tax-exempt financings and tax increment financings which generally bear interest at rates below

prevailing rates available through conventional taxable financing We cannot assure you that tax-exempt bonds or similar

government subsidized financing will continue to be available to us in the future either for new development or acquisitions

ox for the refinancing of outstanding debt Our ability to obtain these financings or to refinance outstanding debt on favorable

terms could significantly affect our ability to develop or acquire properties and could have material adverse effect on our

results of operations cash flows and financial position

Downgrades in Our Credit Rating Could Adversely Affect Our Performance

We are periodically rated by nationally recognized rating agencies Any downgrades in our credit rating could impact our

ability to borrow by increasing borrowing costs as well as limiting our access to capital In addition downgrade could

require us to post cash collateral and/or letters of credit to cover our self-insured property and liability insurance deductibles

surety bonds energy contracts and hedge contracts which would adversely affect our cash flow and liquidity

Our Business Will Be Adversely Impacted Should an Uninsured Loss Loss in Excess of Insurance Limits or Delayed or

Denied Insurance Claim Occur

We carry comprehensive insurance coverage for general liability property flood wind earthquake and rental loss and
environmental insurance on certain locations with respect to our properties within insured limits and policy specifications that

we believe are customary for similar properties There are however specific types of potential losses including environmental

loss or losses of catastrophic nature such as losses from wars terrorism hurricanes wind earthquakes or other natural

disasters that in our judgment cannot be purchased at commercially viable cost or whereby such losses if incurred would

exceed the insurance limits procured In the event of an uninsured loss or loss in excess of our insurance limits or failure by

an insurer to meet its obligations under policy we could lose both our invested capital in and anticipated profits from the

affected property and could be exposed to liabilities with respect to that which we thought we had adequate insurance to cover

Any such uninsured loss could materially and adversely affect our results of operations cash flows and financial position

Under our current policies which expire October 31 2011 our properties are insured against acts of terrorism subject to

various limits deductibles and exclusions for acts of war and terrorist acts involving biological chemical and nuclear damage
Once these policies expire we may not be able to obtain adequate terrorism coverage at commercially reasonable cost In

addition our insurers may not be able to maintain reinsurance sufficient to cover any losses we may incur as result of terrorist

acts As result our insurers ability to provide future insurance for any damages that we sustain as result of terrorist attack

may be reduced or eliminated

Additionally most of our current project mortgages require all-risk/special form property insurance and we cannot assure

you that we will be able to continue to obtain such all risk/special form policies that will satis lender requirements We
are self-insured as to the first S500000 of commercial general liability coverage per occurrence Further for the first S250000

of property damage coverage per occurrence we utilize wholly-owned captive insurance company and self-insurance The

wholly-owned captive insurance company is licensed regulated and capitalized in accordance with state of Arizona statutes

The wholly-owned captive insurance company is not utilized to mitigate percentage deductibles for Florida Hawaii and

scheduled tier one county md property damage claims by named storms California earthquake property damage claims and

Flood Zone and property claims These percentage deductibles are self-insured While we reasonably believe that our self-

insurance and wholly-owned captive insurance company reserves are adequate for commercial property damage claims and

commercial general liability claims we cannot assure you that we will not incur losses that exceed these self- insurance and

wholly-owned captive reserves

As property developer owner and manager we will likely experience property and liability claims and will reasonably seek

the coverage of the insurance policies that we have procured There may be instances where there are severe claims that can be

prolonged and insurance recoveries may be delayed or ultimately denied This delay or denial may have an adverse impact on

our financial condition

Downgrade or Financial Failure of Our Insurance CalTiers May Have an Adverse Impact on our Financial Condition

The insurance carriers that we utilize have satisfactory financial ratings at the tinie the policies are placed and made effective

based on various insurance carrier rating agencies commonly used in the insurance industry However \ve cannot assure you
that these financial ratings will remain satisfactory or constant throughout the policy period There is risk that these financial

ratings may be downgraded throughout the policy period or that the insurance carriers may experience financial failure

downgrade or financial failure of our insurance carriers may result in their inability to pay current and future claims This

inability to pay claims may have an adverse impact on our financial condition In addition downgrade or financial failure of

our insurance carriers may cause our insurance renewal or replacement policy costs to increase
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We May Be Adversely Impacted by Environmental Matters

We are subject to various foreign federal state and local environmental protection and health and safety laws and regulations

governing among other things the generation storage handling use and transportation of hazardous materials the emission

and discharge of hazardous materials into the ground air or water and the health and safety of our employees In some

instances federal state and local laws require abatement or removal of specific hazardous materials such as asbestos-

containing materials or lead-based paint in the event of demolition renovations remodeling damage or decay Laws and

regulations also impose specific worker protection and notification requirements and govern emissions of and exposure to

hazardous or toxic substances such as asbestos fibers in the air We incur costs to comply with such laws and regulations but

we cannot assure you that we have been or will be at all times in complete compliance with such laws and regulations

Under certain environmental laws an owner or operator of real property may become liable for the costs of the investigation

removal and remediation of hazardous or toxic substances at that property These laws often impose liability without regard to

whether the owner or operator knew of or was responsible for the presence of the hazardous or toxic substances Certain

contamination is difficult to remediate fully and can lead to more costly design specifications such as requirement to install

vapor barrier systems or limitation on the use of the property and could preclude development of site at all The
presence of

hazardous substances on property could also result in personal injury contribution or other claims by private parties In

addition persons who arrange for the disposal or treatment of hazardous or toxic wastes may also be liable for the costs of the

investigation removal and remediation of those wastes at the disposal or treatment facility regardless of whether that facility is

owned or operated by that person

We have invested and will in the future invest in properties that are or have been used for or are near properties that have had

industrial
purposes

in the past As result our properties are or may become contaminated with hazardous or toxic substances We
will incur costs to investigate and possibly to remediate those conditions and it is possible that some contamination will remain in

or under the properties even after such remediation While we investigate these sites and work with all relevant governmental

authorities to meet their standards given our intended use of the property it is possible that there will be new information

identified in the future that indicates there are additional unaddressed environmental impacts there could be technical

developments that will require new or different remedies to be undertaken in the future and the regulatory standards imposed by

governmental authorities could change in the future

As result of the above the value of our properties could decrease our income from developed properties could decrease our

projects could be delayed we could become obligated to third parties pursuant to indemnification agreements or guarantees

our expense to remediate or maintain the properties could increase and our ability to successfully sell rent or finance our

properties could be adversely affected by environmental matters in manner that could have material adverse effect on our

financial position cash flows or results of operation While we maintain insurance for certain environmental matters we
cannot assure you that we will not incur losses related to environmental matters including losses that may materially exceed

any available insurance See Our Business Will Be Adversely Impacted Should an Uninsured Loss or Loss in Excess of

Insurance Limits Occur

The Ratner Miller and Shafran Families Own Controlling Interest in the Company and Those Interests May Differ from

Other Shareholders

Our authorized common stock consists of Class common stock and Class common stock The economic nghts of each

Class of common stock are identical but the voting rights differ The Class common stock voting as separate Class is

entitled to elect 25 of the members of our board of directors while the Class common stock voting as separate Class is

entitled to elect the remaining 7500 of our board of directors On all other matters the Class common stock and Class

common stock vote together as single Class with each share of our Class common stock entitled to one vote per share and

each share of Class common stock entitled to ten votes per share At Febmary 28 2011 members of the Ratner Miller and

Shafran families which include members of our current board of directors and executive officers owned 88.6c of the Class

common stock Of the 88.6c 88.1c of the Class common stock was owned by RMS Limited Partnership RMS LP
which is limited partnership comprised of interests of these families with seven individual general partners currently

consisting of

Samuel Miller Treasurer of Forest City and Co-Chairman of our Board of Directors

Charles Ratner President and Chief Executive Officer of Forest City and Director

Ronald Ratner Executive Vice President of Forest City and Director

Brian Ratner Executive Vice President of Forest City and Director

Deborah Ratner Salzberg President of Forest City Washington Inc subsidiary of Forest City and Director

Joan Shafran Director and

Abraham Miller
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Charles Ratner James Ratner Executive Vice President of Forest City and Director and Ronald Ratner are

brothers Albert Ratner Co-Chaimian of our Board of Directors is the father of Brian Ratner and

Deborah Ratner Sal7berg and is first cousin to Charles Ratner James Ratner Ronald Ratner Joan Shafran and

Bruce Ratner Executive Vice President of Forest City and Director Samuel Miller was married to Ruth Ratner Miller

now deceased sister of Albert Ratner and is the father of Abraham Miller General partners holding 60c of the total

voting power of RMS LP determine how to vote the Class common stock held by RMS LP No person may transter his or

her interest in the Class common stock held by RMS LP without complying with various rights of first refusal

In addition at February 28 2011 members of these families collectively owned 9.2 of the Class common stock As

result of their ownership in Forest City these family members and RMS LP have the ability to elect majority of our board of

directors and to control the management and policies of Forest City Generally they niay also determine without the consent

of our other shareholders the outcome of any corporate transaction or other matters submitted to our shareholders for approval

including mergers consolidations and the sale of all or substantially all of our assets and prevent or cause change in control

of Forest City

Even if these families or RMS LP reduce their level of ownership of Class common stock below the level
necessary to

maintain majority of the voting power specific provisions of Ohio law and our Amended Articles of Incorporation may have

the effect of discouraging third party from making proposal to acquire us or delaying or preventing change in control or

management of Forest City without the approval of these families or RMS LP

RMS Investment Corp Provides Property Management and Leasing Services to Us and Is Controlled By Some of Our

Affiliates

We paid approximately 8229000 and S423000 as total compensation during the years ended January 31 2011 and 2010

respectively to RMS Investment Corp for property management and leasing services RMS Investment Corp is controlled by

members of the Ratner Miller and Shafran families some of whom are our directors and executive officers

RMS Investment Corp manages and provides leasing services to our Cleveland area specialty retail center Golden Gate

which has 361000 square feet The current rate of compensation for this management service is of all rental income plus

leasing fee of generally to of rental income of all new or renewed leases Management believes these fees are

comparable to those other management companies would charge to non-affiliated third parties

Our Directors and Executive Officers May Have Interests in Competing Properties and We Do Not Have Non-Compete

Agreements with Certain of Our Directors and Executive Officers

Under our current policy no director or executive officer including any member of the Ratner Miller and Shafran families is

allowed to invest in competing real estate opportunity without first obtaining the approval of the audit committee of our board

of directors We do not have non compete agreements with any director or executive officer other than Charles Ratner

James Ratner Ronald Ratner and Bruce Ratner Upon leaving Forest City any other director officer or employee could

compete with us Notwithstanding our policy we permit our principal shareholders who are officers and employees to develop

expand operate or sell independent of our business certain commercial industrial and residential properties that they owned

prior to the implementation of our policy As result of their ownership of these pioperties conflict of inteiest may aiise

between them and Forest City which niay not be resolved in our favor The conflict may involve the development or expansion

of properties that may compete with our properties and the solicitation of tenants to lease these properties

We are Subject to Recapture Risks Associated with Sale of Tax Credits

As part of our financing strategy we have financed several real estate projects through limited partnerships with investment

partners The investment partner typically large sophisticated institution or corporate investor invests cash in exchange for

limited partnership interest and special allocations of expenses and the majority of tax losses and credits associated with the

project These partnerships typically require us to indemnify on an after-tax or grossed up basis the investment partner

against the failure to receive or the loss of allocated tax credits and tax losses Due to the economic structure and related

economic substance we have consolidated each of these entities in our consolidated financial statements

We believe that all the necessary requirements for qualification for such tax credits have been and will be met and that our

investment partners will be able to receive expense allocations associated with these properties However we cannot assure

you that this will in fact be the ease or that we will not be required to indemnify our investment partners on an aftertax basis

for these amounts Indemnification payments if required could have material adverse effect on our results of operations and

cash flows
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We Face Risks Associated with Developing and Managing Properties in Partnership with Others

We use partnerships and limited liability companies or LLCs to finance develop or manage some of our real estate

investments Acting through our wholly-owned subsidiaries we typically are general partner or managing member in these

partnerships or LLCs There are however instances in which we do not control or even participate in management or

day-to-day operations of these properties The usc of partnerships and LLCs involve special risks associated with the possibility

that

Another partner or member may have interests or goals that are inconsistent with ours

general partner or managing member may take actions contrary to our instructions requests policies or objectives

with respect to our real estate investments or

partner or member could experience financial difficulties that prevent it from fulfilling its financial or other

responsibilities to the project or its lender or the other partners or members

In the event any of our partners or members files for bankruptcy we could be precluded from taking certain actions affecting

our project without hankruptcy court approval which could diminish our control over the project even if we were the general

partner or managing member In addition if the bankruptcy court were to discharge the obligations of our partner or member
it could result in our ultimate liability for the project being greater than we would have otherwise been obligated for

To the extent we are general partner we may be exposed to unlimited liability which may exceed our investment or equity in

the partnership If one of our subsidiaries is general partner of particular partnership it may be exposed to the same kind of

unlimited liability

Failure to Continue to Maintain Effective Internal Controls in Accordance with Section 404 of the Sarbanes-Oxley Act of 2002

Could Have Material Adverse Effect on Our Ability to Ensure Timely and Reliable Financial Reporting

Section 404 of the Sarbanes-Oxley Act of 2002 or Section 404 requires our management to evaluate the effectiveness of and

our independent registered public accounting firm to attest to our internal control over financial reporting We will continue

our ongoing process of testing and evaluating the effectiveness of and remediating any issues identified related to our internal

control over financial reporting The process of documenting testing and evaluating our internal control over financial

reporting is complex and time consuming Due to this complexity and the time-consuming nature of the process and because

currently unforeseen events or circumstances beyond our control could arise we cannot assure you that we ultimately will be

able to continue to comply fully in subsequent fiscal periods with Section 404 in our Annual Report on Form 10-K We may
not be able to conclude on an ongoing basis that we have effective internal control over financial reporting in accordance with

Section 404 which could adversely affect public confidence in our ability to record process summarize and report financial

data to ensure timely and reliable external financial reporting

Compliance or Failure to Comply with the Americans with Disabilities Act and Other Similar Laws Could Result in

Substantial Costs

The Americans with Disabilities Act generally requires that public buildings including office buildings and hotels be made

accessible to disabled persons In the event that we are not in compliance with the Americans with Disabilities Act the federal

government could fine us or private parties could be awarded damages against us If we are required to make substantial

alterations and capital expenditures in one or more of our properties including the removal of access barriers it could

adversely affect our results of operations and cash flows

We may also incur significant costs complying with other regulations Our properties are subject to various federal state and

local regulatory requirements such as state and local fire and safety requirements If we fail to comply with these requirements

we could incur fines or private damage awards We believe that our properties are currently in material compliance with all of

these regulatory requirements However existing requirements may change and compliance with future requirements may
require significant unanticipated expenditures that could adversely affect our cash flows and results of operations

Legislative and Regulatory Actions Taken Now or in the Future Could Adversely Affect Our Business

Current economic conditions have resulted in governmental regulatory agencies and political bodies placing increased focus

and scrutiny on the financial services industry This increased scrutiny has resulted in unprecedented programs and actions

targeted at restoring stability in the financial markets

In July 2010 the U.S Congress enacted the Dodd Frank Wall Street Reform and Consumer Protection Act or the Dodd-Frank

Act The Dodd-Frank Act was enacted in part to impose significant investment restrictions and capital requirements on

banking entities and other organizations in the financial services industry which may result in such entities and organizations

instituting more conservative practices with respect to financing instruments While we do not operate in the financial services

industry the Dodd-Frank Act could have an adverse impact on our business results of operations and financial condition
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While the full impact of the Dodd-Frank Act cannot be assessed until implementing regulations are released the Dodd-Frank

Act may adversely affect the cost availability and terms of financial instruments such as non-recourse mortgage loans interest

rate swaps and other hedging instruments ftnther reducing our access to capital and availability of favorable terms of

financing from lenders

In addition U.S Government Federal Reserve U.S Treasury and other governmental and regulatory bodies have taken or are

considering taking other actions to address thc financial crisis While we cannut piedict whether or when such actions may
occur such actions niay have an adverse impact on our business results of operations and financial condition

Changes in Market Conditions Could Continue to Hurt the Market Price of Our Publicly Traded Securities

The stock market has experienced volatile conditions particularly with respect to companies in the real estate industry

resulting in substantial price and volume fluctuations that are often unrelated or disproportionate to the financial performance

of companies Negative market volatility may cause the market price of our publicly traded securities to decline decline in

the price of our Class common stock could have an adverse effect on our business by reducing our ability to generate capital

through sales of our Class common stock subjecting us to ftirther credit rating downgrades and in the case of substantial

decline increasing the risk of not satisfying the New York Stock Exchanges continued listing standards

Inflation May Adversely Affect our Financial Condition and Results 0f Operations

Although inflation has not materially impacted our results of operations to date increases in inflation at rate higher than

increases in rental income could have negative impact on our operating margins and cash flows In some circumstances

increases in operating expenses for commercial properties can be passed on to our tenants However some of our commercial

leases contain clauses that may prevent us from easily passing on increases of operating expenses to the respective tenants

Item lB Unresolved Staff Comments

None

Item Projierties

The Corporate headquarters of Forest City Enterprises Inc are located in Cleveland Ohio and are owned by the Company
The Companys core markets include Boston the state of California Chicago Denver the New York City/Philadelphia

metropolitan area and the Greater Washington D.C./Baltimore metropolitan area

The following tables present information on properties opened in 2010 and those that are under constrnction as of

January 31 2011
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The following table provides summary information concerning the Companys real estate portfolio Consolidated properties

are properties that we control and/or hold variable interest in and are deemed to be the primary beneficiary Unconsolidated

properties are properties that we do not control and/or are not deemed to be the primary beneficiary and are accounted for

under the equity method
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Item Legal Proceedings

The Company is involved in various claims and lawsuits incidental to its business and management and legal counsel believe

that these claims and lawsuits will not have material adverse effect on the Companys consolidated financial statements

Item Reserved

Pursuant to General Instruction of Form 10-K the following is included as an unnumbered item to Part of the Form 10

Executive Officers of the Registrant

The following list is included in Part of this Report in lieu of being included in the Proxy Statement for the Annual Meeting

of Shareholders to be held on June 10 2011 The names and ages of and positions held by the executive officers of the

Company are presented in the following list Each individual has been appointed to serve for the period which ends on the date

of the Annual Meeting of Shareholders to be held on June 10 2011

Name Current Position

Albert Ratnei 83 Cu Chairman of tIme Buamd ofDimeeturs

Samuel Miller 89 Co-Chairman of the Board of Directors and Treasurer

Charles Ratnei 69 Chief Executive Officer Piesident and Director

Bruce Ratner 66 Executive Vice President and Director

James Ratner 66 Executive Vice President and Director

Ronald Ratner 63 Executive Vice President and Director

Brian Ratner 53 Executive Vice President and Director

Da\id LaRue 49 Executive Vice President and Chief Operating Officer

Robert OBrien 53 Executive Vice President and Chief Financial Officer

Linda Kane 53 Senior Vice President Chief Accounting and Administrative Officer

Geralyn Presti 55 Senior Vice President General Counsel and Secretary

Albert Ratner has been Co-Chairman of the Board of Directors since June 1995 He previously sen ed as Chief Executive Officer

and Vice Chairman of the Board from June 1993 to June 1995 and President prior to July 1993

Samuel Miller has been Co-Chainnan of the Board of Directors since June 1995 and Tieasurer of the Company since

December 1992 He previously served as Chairman of the Board from June 1993 to June 1995 and Vice Chainnan of the Board and

Chief Operating Officer prior to June 1993

Charles Ratner has been Chief Executive Officer since June 1995 and President since June 1993 He previously served as Chief

Operating Officer from June 1993 to June 1995 and Executive Vice President prior to June 1993

Bruce Ratner has been Executive Vice President since Novembei 2006 He has been Chief Executive Officer of Forest City Ratner

Companies subsidiamy of the Company since 1987

James Ratner has been Executive Vice President since March 1988

Ronald Ratner has been Executive Vice President since March 1988

Brian Ratner has been Executive Vice President since June 2001

David LaRue has been Executive Vice President and Chief Operating Officer since March 2010 He previously served as President

and Chief Operating Officer of Forest Citys Commercial Group since 2003

Robert OBrien has been Executive Vice President and Chief Financial Officer since April 2008 He previously served as

Vice Piesident Finance and Investment from February 2008 to April 2008 and Executive Vice President Strategy and Investment of

Forest City Rental Properties Corporation subsidiaiy of the Company from October 2000 to January2008

Linda Kane has been Chief Accounting and Administrative Officer since December 2007 and Senior Vice President since

June 2002 She previously served as Corporate Controller from March 1995 to December 2007 and Vice President from March 1995

to June 2002

Geralyn Presti has been Senior Vice President and General Counsel since July 2002 and Secretary since April 2008 She previously

served as Assistant Secretary from July 2002 to April 2008 Deputy General Counsel from January 2000 to June 2002 and Associate

General Counsel from December 1996 to January 2000

Charles Ratner James Ratner and Ronald Ratnei are brothers Albert Ratner and Bruce Ratnem are first cousins to each other as

well as first cousins to Charles Ratner James Rataer and Ronald Ratner Bnan Ratner is the son of Albert Ratner

As pre busty disclosed in the Companys Foms 8-K filed on March 2011 mIsc Company announced series of management and Board

changes as part of the Companys succession planning process each ot which is effective on the date of the Annual Meeting of Shareholders

expected to beheld on June 102011 Pursuant to these changes Charles Rainer will become Chaimsan of the Board and will be succeeded as

President and Chief Executive Officer by David LaRue currently Exceunve Vice President and Chief Operating Officer and current

Co Chainnen of the Board Albert Ratner and Samuel Miller will be appointed Co Chainemen Emeritus and will no longer serve on the

Board
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PART II

Item Market for Registrants Common Equity Related Stockholder Matters and Issuer Purchases of Equity Securities

The Companys Class and Class common stock arc traded on the New York Stock Exchange NYSE under the symbols

FCEA and FCEB respectively At January 2011 and 2010 the market price of the Companys Class common stock

was $16.91 and $11.31 respectively and the market price of the Companys Class common stock was $16.77 and $11.27

respectively As of February 28 2011 the number of registered holders of Class and Class common stock was 952

and 465 respectively The following tables summarize the quarterly high and low sales prices per share of the Companys
Class and Class common stock as reported by the NYSE and the dividends declared per common share

Quarter Ended

January 31
2011

October 31 July 31
2010 2010

April 30
2010

Market price range of common stock

Class

High 16.98 14.63 15.70 16.10

Low 14.78 11.05 11.01 10.70

Class

High 16.95 14.60 15.78 16.02

Low 14.70 11.04 10.97 10.68

Quarterly dividends declared per common share Class and Class

January 31

2010

Quarter Ended

October 31 July 31

2009 2009

April 30

2009

Quarterly dividends declared per common share Class and Class

On December 52008 ihe Board of Directors suspended the cash dividends on shares ofClsss and Class common stock following the payment of

dividends on Dcccisiber IS 2008 nntd such disidcnds arc reinstated The Companys hank revolving credit facility prohibits
the Company from

paying any dividends on its Class and Class common stock through February 2012

The Company issued 9774039 of unregistered shares of its Class common stock during the three months ended

January 31 2011 in connection with privately negotiated exchange for $110000000 in the aggregate of the Companys
5.00c Convertible Senior Notes due 2016 For more information on this unregistered issuance of the Companys Class

common stock please refer to the Companys current report on Form 8-K filed on January 27 2011

During the three months ended January 2011 the Company repurchased into treasury 4659 shares of Class common
stock to satisfy the minimum statutory tax withholding requirements relating to restricted stock vesting These shares were not

reacquired as part of publicly announced repurchase plan or program The following table reflects repurchases of Class

common stock for the three months ended January 2011

November through November 30 2010

December through December 31 2010

January through January 31 2011

Total

Issuer Purchases of Equity Securities

Market price range of common stock

Class

High

Low

Class

High

Low

12.96 13.76 8.94 8.57

8.89 7.06 4.86 3.41

12.88 13.91 8.80 8.52

8.86 7.22 4.89 3.60

Total Number of

Total Shares

Number of Average

Shares Price Paid

Purchased Per Share

Purchased as Part of

Publicly Announced

Plans or Programs

460 13.04

4199 16.40

4659 16.07

Maximum Number of

Shares that May Yet

Be Purchased Under

the Plans or Programs
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The following graph shows comparison of cumulative total return for the period from January 31 2006 through

January 31 2011 among the Companys Class Common Stock FCEA and Class Common Stock FCEB
Standard Poors 500 Stock Index SP 500 and the Dow Jones U.S Real Estate Index The cumulative total return is

based on $100 investment on January 31 2006 and the subsequent change in market prices of the securities at each respective

fiscal year end It also assumes that dividends were reinvested quarterly

Forest City Enterprises Inc Class

Forest City Enterprises Inc -Class

-SP500
t-Dow Jones US Real Estate Index

COMPARISON OF YEAR CUMULATIVE TOTAL RETURN
Among ForestCity Enterprises Inc The SP 500 Index

And The DowJonesUS Real Estate Index

$200

$150

$100

$50

$0

January-06 January-07 January-08 January-09 January-10 January-Il

$100 invested on 01/31/06 in stock index- including reinvestmentofdividends

Fiscal year endingianuary3l

Jan-06 Jan-07 Jan-08 Jan-09 Jan-10 Jan-il

Forest City Enterprises Inc Class $100 $160 $106 $18 $31 $46

Forest City Enterprises Inc Class $100 $161 $107 $19 $31 $46

SP500 $100 $115 $112 $69 $91 $112

DowJonesUSRealEstatelndex $100 $137 $103 $52 $77 $107

For information with respect to securities authorized for issuance under equity compensation plans see Item 12 Security

Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
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Item Selected Financial Data

The Operating Results and per share amounts presented below have been reclassified for propcrtics disposed of and/or

classified as held for sale during the years ended January 31 2011 2010 2009 2008 and 2007 The following data should be

read in conjunction with our financial statements and notes thereto and Managements Discussion and Analysis of Financial

Condition and Results of Operations MDA included elsesshere in this Form 10 Our historical operating results niay

not be comparable to our future operating results

Years Ended Januan 31

2011 2010 2009 2008 2007

in thousa ads escept shae asic per s/i are c/out

Operating Results

Total revenues from real estate operations 1177661 1232013 1251.60 1.249.346 1087.1 Th

Earnings loss front eontiautng operations attributable to Forest city Enterprises Inc 79294 17507 123 364 12.591 35242

Earnings loss front discontinued operations attributable to Forest City Enterprises
Inc 20634 13.144 10117 64.164 141780

Net earnings loss attributable to Forest City Enterprises Inc 58660 30.651 l247 1.573 l7022

Diluted Earnings per Common share

Eaminns loss from continuing operations attributable to Forest City Enterprises Inc 0.42 13 20 13 0.34

Earnings loss from discontinued operations
attributable to Forest City Enterprises Inc 0.12 0.09 0.10 0.63 1.36

Net earnings loss attributable to Forest City Enterprises Inc 0.30 0.22 10 00 1.70

weighted Average Diluted Shares Outstanding 173437886 139.825349 102755.315 102261740 04.494898

Cash Dividend Declared per share Class and Common 5tock 024 0.31 0.2

Januar 31

2011 213113 20139 3tltfc 3t1t37

iii i/uiissasii/s

Financial Position

Consolidated assets 11769209 11916.711 11.380.507 10191855 8.923141

Real estate at cost 11166539 11340.779 10.648.573 9.225.753 31.296

Eong term debt primarily nonrecourse ntortgages and notes payable 8118053 8779813 8.457.471 7359.718 6.264 047

fhia category is adjuated for diacontinued operations See the Discontinued Operations aect ion of tile MDA in Itetti

Item Managements Discussion and Analysis of Financial Condition and Results of Operations

Corporate Description

We principally engage in the ownership development management and acquisition of commercial and residential real estate

and land throughout the United States We operate through three strategic business units and five reportable segments The

Commercial Group our largest strategic business unit owns develops acquires and operates regional malls specialty/urban

retail centers office and life science buildings hotels and mixed-use projects The Residential Group owns develops

acquires and operates residential rental properties including upscale and middle-market apartments and adaptive re-use

developments Additionally the Residential Group develops for-sale condominium projects and also owns interests in entities

that develop and manage military family housing The Land Development Group acquires and sells both land and developed

lots to residential commercial and industrial customers It also owns and develops land into master-planned communities and

mixed-use projects

Corporate Activities and The Nets member of the National Basketball Association NBA in which we account for our

investment on the equity method of accounting are other reportable segments of the Company

We have approximately $11 .8 billion of consolidated assets in 27 states and the District of Columbia at January 31 2011 Our

core markets include Boston the state of California Chicago Denver the New York City/Philadelphia metropolitan area and

the Greater Washington D.C/Baltimore metropolitan area We have offices in Albuquerque Boston Chicago Dallas Denver

London England Los Angeles New York City San Francisco Washington D.C and our corporate headquarters in

Cleveland Ohio
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Significant milestones occurring during 2010 included

The opening of the first phase of Watefront Station in southwest Washington D.C The first two office buildings

which have been designed to meet LEED Silver standards total 631000 square feet of office and ground-level retail

space

The grand opening of Presidio Landmark 161 unit apartment community located in San Francisco California

The opening of two retail centers including East River Plaza 527000 square foot specialty retail center in Manhattan
New York which opened in conjunction with the conversion of construction financing to $214300000 term loan

maturing in January 2019 and carrying an effective all-in fixed interest rate of less than 4.5c and Village at

Gu/f.stream Park 11000 square foot mixed-use open-air specialty retail center in Hallandale Beach Florida

Closing on the purchase agreement between Nets Sports and Entertainment and Mikhail Prokhorov under which entities

controlled by Prokhorov acquired an 80 stake in The Nets basketball team and 45 share in the entity that is

overseeing the construction and has long-term capital lease in the Barclays Center arena in Brooklyn New York

Commencing construction of the Barclays Center arena at the Atlantic Yards mixed-use project in Brooklyn New York
The Barclays Center arena is expected to host more than 200 events annually including professional and collegiate

sports concerts family shows and The Nets basketball

Commencing construction of Foundry Lofts an apartment community at The Yards our mixed-use project in southeast

Washington D.C following the closing of the $46100000 HUD-insured mortgage loan

The formation of joint venture in our mixed-use University Park project in Cambridge Massachusetts Under the

terms of the joint venture agreements HCN FCE Life Sciences LLC acquired 49 interest in the seven

University Park life science properties formerly wholly-owned by us

The formation of new joint venture with Bernstein Development Corporation for ownership of three residential

multifamily properties totaling 1340 rental unitc in the Washington D.C metropolitan area

The creation of partnership with an outside partner to provide capital for the financing and development of

Woodfbrest an active 3000-acre master planned community in suburban Houston Texas Woodforest is located in

southern Montgomery County north of Houston The project is zoned for approximately 5700 housing units

Forest City Military Communities entered into exclusive negotiations with the U.S Air Force to privatize military

family housing at four bases in the southeastern United States The project will involve the management new

construction and or demolition of Air Force family housing at the Southern Group bases resulting in an end state of

approximately 2185 units

The sale of 101 San Fernando an apartment community in San Jose California for sales price of $59590000 which

generated net proceeds of approximately $1 5000.000 the sale of our 50 interest in Metreon an unconsolidated

specialty retail center in San Francisco California for sales price ofSl9250000 generating net proceeds of

approximately 18000000 and the sale of portions of Millender Center an unconsolidated mixed-use property in

downtown Detroit The $37800000 transaction generated net proceeds to us of approximately $9500000

The announcement of Lord Taylor as an anchor tenant at Westchester is Ridge Hill retail center currently under

construction in Yonkers New York Lord Taylor will open 80000 square foot retail store its first location to open

nationwide since 2001

The privately negotiated exchange of $51176000 of 3.625 Puttable Equity-Linked Senior Notes due October 2011
$121747000 of 7.625% Senior Notes due June 2015 and $5826000 of 6.500% Senior Notes due February 2017

for $50664000 $114442000 and $4894000 of our 7.0% Series Cumulative Perpetual Convertible Preferred Stock

Series preferred stock respectiely We also issued an additional $50000000 of Series preferred stock for

cash The Series preferred stock has an initial conversion price of$15.l2

The privately negotiated exchange of $110000000 aggregate principal amount of 5.000 Convertible Senior Notes due

2016 for total of 9774039 shares of our Class common stock

Closing $1345627000 nonrecourse mortgage financing transactions and

The addition of Arthur Anton president and chief executive officer of Swagelok Company manufacturing company
based in Cleveland Ohio as new Class member of our board of directors which was effective October 2010
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In addition subsequent to January 31 2011 we achieved the following significant milestones

The announcement that President and CEO Charles Ratner will become Chairman of the Board and will be

succeeded as President and CEO by David LaRue currently Executive Vice President and COO The changes are

part of our succession planning process and will be effective on the date of our Annual Meeting of Shareholders on

June 10 2011

The announcement of the sale of approximately 16 acres of land together with air rights to Rock Ohio Caesars

Cleveland LLC Rock Ohio for development of casino in downtown Cleveland The land is adjacent to Forest

Citys Tower City Center mixed-use complex The total sale price was $85000000 of which 11000000 was paid in

cash at closing on January 31 2011 $33900000 was paid in February 2011 with the balance payable in installments in

2011 and 2012

The signing of lease agreement with Rock Ohio for space in the Higbee Building in downtown Cleveland Rock Ohio

will use the space for Phase of its new Horseshoe Casino Cleveland The five-year lease which includes extension

options is for approximately 303000 square feet of space on the concourse level and first second and third floors of the

building

The sale of our 5000 interest in Met La/is 264 unit apartment community in Los Angeles California to our other 5000

partner The price reflects total property value of $73600000 or approximately $280000 per unit and cap rate

of4.5o based on 2010 net operating income for the property The sale generated proceeds of approximately

$13200000

The sale of the Charleston Marriott in Charleston West Virginia for sales price of $25500000 We will continue to

own and operate the 897000 square foot Charleston Town Center premier shopping and dining destination in the

heart of downtown Charleston

The grand opening of Spruce Street formerly Beektnant mixed-use residential project in Manhattan New York

The 76 story 903 unit tower stands as the tallest luxury residential tower in New York and

Addressing S296677000 of nonrecourse mortgage debt financings that would have matured during the year ended

January 31 2012 through closed transactions commitments andlor automatic extensions

Critical Accounting Policies

Our consolidated financial statements include all majority-owned subsidiaries where we have financial or operational control

and variable interest entities VIEs where we are deemed to be the primary beneficiaiy The preparation of consolidated

financial statements in conformity with accounting principles generally accepted in the United States of America requires us to

make estimates and assumptions in certain circumstances that affect amounts reported in the accompanying consolidated

financial statements and related notes In preparing these financial statements we have identified certain critical accounting

policies which are subject to judgment and uncertainties We have used our best judgment to determine estimates of certain

amounts included in the financial statements as result of these policies giving due consideration to materiality As result of

uncertainties surrounding these events at the time the estimates are made actual results could differ from these estimates

causing adjustments to be made in subsequent periods to reflect more current information The accounting policies that we
believe contain uncertainties that are considered critical to understanding the consolidated financial statements are discussed

below Our management reviews and discusses the policies below on regular basis These policies have also been discussed

with our audit committee of the Board of Directors

Fiscal Year The years 2010 2009 and 2008 refer to the fiscal years ended January 2011 2010 and 2009 respectively
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Recognition of Revenue

Real Estate Sales The specific timing of sale is measured against various criteria in the accounting guidance on the sales of

real estate related to the terms of the transaction and any continuing involvement in the form of management or financial

assistance associated with the property If the sales criteria are not met we defer gain recognition and account for the continued

operations of the property by applying the deposit finance installment or cost recovery methods as appropriate

Assuming no significant continuing involvement all earnings of properties which have been sold or determined by

management to be held for sale are reported as discontinued operations We consider assets held for sale when the transaction

has been approved by management and there are no significant contingencies related to the sale that may prevent the

transaction from closing In most transactions these contingencies are not satisfied until the actual closing and accordingly

the property is not identified as held for sale until the closing actually occurs However each potential sale is evaluated based

on its separate facts and circumstances

Leasing Operations We enter into leases with tenants in our rental properties The lease terms of tenants occupying space in

the retail centers and office buildings generally range from to 30 years excluding leases with certain anchor tenants which

typically run longer Minimum rents are recognized on straight-line basis over the non-cancelable term of the related lease

which include the effects of rent steps and rent abatements under the leases Overage rents are recognized only after the

contingency has been removed i.e sales thresholds have been achieved Recoveries from tenants for taxes insurance and

other commercial property operating expenses are recognized as revenues in the period the applicable costs are incurred

Construction Revenues and profit on long-term fixed-price contracts are recorded using the percentage-of-completion

method Revenues on reimbursable cost-plus fee contracts are recorded in the amount of the accrued reimbursable costs plus

proportionate fees at the time the costs are incurred

Military Housing Fee Revenues Development fees related to military housing projects are earned based on contractual

percentage of the actual development costs incurred Additional development incentive fees are recognized based upon
successful completion of certain criteria such as incentives to realize development cost savings encourage small and local

business participation comply with specified safety standards and other project management incentives as specified in the

development agreements

Construction management fees are earned based on contractual percentage of the actual construction costs incurred

Additional construction incentive fees are recognized based upon successful completion of certain criteria as set forth in the

construction contracts

Property management and asset management fees are earned based on contractual percentage of the annual net rental income

and annual operating income respectively that is generated by the military housing privatization projects as defined in the

agreements Additional property management incentive fees are recognized based upon successful completion of certain

criteria as set forth in the property management agreements

Recognition of Costs and Expenses

Operating expenses primarily represent the recognition of operating costs which are charged to operations as incurred

administrative expenses and taxes other than income taxes Interest expense and real estate taxes during active development

and construction are capitalized as part of the project cost

Depreciation and amortization is generally computed on straight-line method over the estimated useful life of the asset The

estimated useful lives of buildings and certain first generation tenant allowances that are considered by management as

component of the building are primarily 50 years Subsequent tenant improvements and those first generation tenant

allowances not considered component of the building are amortized over the life of the tenants lease This estimate is based

on the length of time the asset is expected to generate positive operating cash flows Actual events and circumstances can

cause the life of the building and tenant improvement to be different than the estimates made Additionally lease terminations

can affect the economic life of the tenant improvements We believe the estimated useful lives and classification of the

depreciation and amortization of fixed assets and tenant improvements are reasonable and follow industry standards

Major improvements and tenant improvements that are considered to be our assets are capitalized in real estate costs and

expensed through depreciation charges Tenant improvements that are considered lease inducements are capitalized into other

assets and amortized as reduction of rental revenues over the life of the tenants lease Repairs maintenance and minor

improvements are expensed as incurred
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variety of costs are incurred in the dcvelopment and leasing of properties After determination is made to capitalize cost it

is allocated to the specific component of project that is benefited Determination of when development project is

substantially complete and capitalization must cease involves degree ofjudgment Our capitalization policy on development

properties is based on accounting guidance for the capitalization of intercst cost and accounting guidance for costs and the

initial rental operations of real estate properties The costs of land and buildings under development include specifically

identifiable costs The capitalized costs include pre-construction costs essential to the development of the property

development costs construction costs interest costs real estate taxes salaries and related costs and other costs inculTed during

the period of development We consider construction project as substantially completed and held available for occupancy

upon the completion of tenant improvements but no later than one year from cessation of major construction activity We
cease capitalization on any portion substantially completed and occupied or held available for occupancy and capitalize only

those costs associated with the portion under construction Costs and accumulated depreciation applicable to assets retired or

sold are eliminated froni the respective accounts and any resulting gains or losses are reported in the Consolidated Statements

of Operations

Allowance for Projects Under Development We record an allowance for estimated development project write-offs for our

projects under development specific project is written off when it is determined by management that it is probable the

project will not be developed The allowance which is consistently applied is adjusted on quarterly basis based on our actual

development project write-off history The allowance balance was $22786000 and $23786000 at January 31 2011 and 2010

respectively and is included in accounts payable and accrued expenses

Acquisition of Rental Properties Upon acquisition of rental property we allocate the purchase price of the property to net

tangible and identified intangible assets acquired based on fair values Above-market and below-market in-place lease values

for acquired properties are recorded based on the present value using an interest rate which reflects the risks associated with

the leases acquired of the difference between the contractual amounts to be paid pursuant to the in-place leases and ii our

estimate of the fair market lease rates for the corresponding in-place leases measured over period equal to the remaining

non-cancelable term of the lease Capitalized above-market lease values are amortized as reduction of rental revenues

or rental expense for ground leases in which we are the lessee over the remaining non-cancelable terms of the respective

leases Capitalized below-market lease values are amortized as an increase to rental revenues or rental expense for ground

leases in which we are the lessee over the remaining non-cancelable terms of the respective leases including any fixed-rate

renewal periods

Intangible assets also include amounts representing the value of tenant relationships and in-place leases based on our

evaluation of each tenants lease and our overall relationship with the respective tenant We estimate the cost to execute leases

with terms similar to in-place leases including leasing commissions legal expenses and other related expenses This intangible

asset is amortized to expense over the remaining term of the respective leases Our estimates of value are made using methods

similar to those used by independent appraisers or by using independent appraisals Factors considered by us in this analysis

include an estimate of the carrying costs during the expected lease-up periods current market conditions and costs to execute

similar leases In estimating canying costs we include real estate taxes insurance and other operating expenses and estimates

of lost rentals at market rates during the expected lease-up periods which primarily range from three to twelve months We
also consider information obtained about each property as result of our pre-acquisition due diligence marketing and leasing

activities in estimating the fair value of the tangible and intangible assets acquired We also use the information obtained as

result of our pre-acquisition due diligence as part of our consideration of conditional asset retirement obligations and when

necessary will record conditional asset retirement obligation as part of our purchase price

Characteristics considered by us in allocating value to our tenant relationships include the nature and extent of our business

relationship with the tenant growth prospects for developing new business with the tenant the tenants credit quality and

expectations of lease renewals among other factors The value of tenant relationship intangibles is amortized over the

remaining initial lease term and expected renewals but in no event longer than the remaining depreciable life of the building

The value of in-place leases is amortized over the remaining non cancelable term of the respective leases and any fixed-rate

renewal periods

In the event that tenant terminates its lease the unamortized portion of each intangible asset including market rate

adjustments in-place lease values and tenant relationship values would be charged to expense

Allowance for Doubtful Accounts and Reserves on Notes Receivable We record allowances against our rent receivables

from commercial and residential tenants that we deem to be uncollectible These allowances are based on managements
estimate of receivables that will not be realized from cash receipts in subsequent periods We also maintain an allowance for

receivables arising from the straight-lining of rents This receivable arises from eamings recognized in excess of amounts

currently due under the lease agreements Management exercises judgment in establishing these allowances and considers

payment history and current credit status in developing these estimates The allowance against our straight-line rent receivable

is based on our historical experience with early lease terminations as well as specific review of our significant tenants and

tenants that are having known financial difficulties There is risk that our estimate of the expected activity of current tenants

may not accurately reflect future events If the estimate does not accurately reflect future tenant vacancies the reserve for

straight-line rent receivable may be over or understated by the actual tenant vacancies that occur We estimate the allowance
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for notes receivable based on our assessment of expected future cash flows estimated to be paid to us If our estimate of

expected future cash flows does not accurately reflect actual events our reserve on notes receivable may be over or understated

by the actual cash flows that occur Our allowance for doubtful accounts which includes our straight-line allowance

was $3 1192000 and $33825000 at January 31 2011 and 2010 respectively

Historic and New Market Tax Credit Entities We have certain investments in properties that have received or we believe

are entitled to receive historic preservation tax credits on qualifying expenditures under Internal Revenue Code IRC
section 47 and new market tax credits on qualifying investments in designated community development entities CDEs
under IRC section 45D as well as various state credit programs including participation in the New York State Brownfield Tax

Credit Program which entitles the members to tax credits based on qualified expenditures at the time those qualified

expenditures are placed in service We typically enter into these investments with sophisticated financial investors In

exchange for the financial investors initial contribution into the investment the financial investor is entitled to substantially all

of the benefits derived from the tax credit but generally has no material interest in the underlying economics of the property

Typically these arrangements have put/call provisions which range up to years whereby we may be obligated or entitled

to repurchase the financial investors interest We have consolidated each of these entities in our consolidated financial

statements and have reflected these investor contributions as accounts payable and accrued expenses

We guarantee the financial investor that in the event of subsequent recapture by taxing authority due to our noncompliance
with applicable tax credit guidelines we will indemnify the financial investor for any recaptured tax credits We initially record

liability for the cash received from the financial investor We generally record income upon completion and certification of

the qualifying development expenditures for historic tax credits and upon certification of the qualifying investments in

designated CDEs for new market tax credits resulting in an adjustment of the liability at each balance sheet date to the amount

that would be paid to the financial investor based upon the tax credit compliance regulations which range from to years

Income related to the sale of tax credits of $31979000 $32698000 and $11168000 was recognized during the years ended

January 2011 2010 and 2009 respectively which was recorded in interest and other income

Impairment of Real Estate We review our real estate portfolio including land held for development or sale for impairment

whenever events or changes indicate that our carrying value of the long-lived assets may not be recoverable Impairment

indicators include but are not limited to significant decreases in property net operating income significant decreases in

occupancy rates the physical condition of the property and general economic conditions propertys value is impaired only if

managements 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 addition the undiscounted cash flows may consider

probability-weighted cash flow estimation approach when alternative courses of action to recover the carrying amount of

long-lived asset are under consideration or range is estimated at the balance sheet date Significant estimates are made in the

determination of future undiscounted cash flows including historical and budgeted net operating income estimated holding

periods risk of foreclosure and estimated cash proceeds received upon disposition of the asset To the extent an impairment

has occurred the loss will be measured as the excess of the carrying amount of the property over the fair value of the property

Determining fair value of real estate if required also involves significant judgments and estimates Changes to these estimates

made by management could affect whether or not an impairment charge would be required and/or the amount of impairment

charges recognized

Impairment of Unconsolidated Entities We review our portfolio of unconsolidated entities for other-than-temporary

impairments whenever events or changes indicate that our carrying value in the investments may be in excess of fair value

loss in value of an equity method investment which is other-than-temporary is recognized as an impairment of unconsolidated

entities This determination is based upon the length of time elapsed severity of decline and other relevant facts and

circumstances Determining fair value of real estate investment and whether or not loss is other-than-temporary involves

significant judgments and estimates Changes to these estimates made by management could affect whether or not an

impairment charge would be required and/or the amount of impairment charges recognized see the Impairment of

Unconsolidated Entities section of the MDA
Variable Interest Entities The accounting guidance for consolidation of VIEs requires an ongoing reassessment of

determining whether variable interest gives company controlling financial interest in VIE The guidance eliminates the

quantitative approach to evaluating VIEs for consolidation We assess whether or not we have the power to direct the

activities that most significantly affect the VIEs economic performance and the obligation to absorb losses or the right to

receive benefits that could potentially be significant to the VIE We also perform continuous reassessments of our primary

beneficiary status rather than event-driven assessments

Our VIEs consist ofjoint ventures that are engaged directly or indirectly in the ownership development and management of

office buildings regional malls specialty retail centers apartment communities military housing supported-living

communities land development and The Nets As of January 31 2011 we determined that we were the primary beneficiary

of 34 VIEs representing 23 properties 18 VIEs representing properties in the Residential Group 14 VIEs representing

12 properties in the Commercial Group and VIEs/properties in the Land Development Group The creditors of the

consolidated VIEs do not have recourse to our general credit As of January 2011 we held variable interests in 61 VIEs for

which we are not the primary beneficiary The maximum exposure to loss as result of our involvement with these

unconsolidated VIEs is limited to our investments in those VIEs totaling approximately $96000000 at January 31 2011
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In addition to the VIEs described above we have also determined that we are the primary beneficiary of VIE which holds

collateralized borrowings of $29000000 as of January 31 2011 see the Senior and Subordinated Debt section of

the MDA

Results of Operations

Net Earnings Loss Attributable to Forest City Enterprises Inc Net earnings attributable to Forest City Enterprises Inc

for the year ended January 31 2011 was $58660000 versus net loss of 830651000 for the year ended January 31 2010

Although we have substantial recurring revenue sources from our properties we also enter into significant transactions which

could create substantial variances in net earnings loss between periods This variance to the prior year is primarily attributable

to the following increases which are net of tax and noncontrolling interest

$107859000 $176192000 pre-tax related to the 2010 gain on disposition of partial interest in seven mixed-use

University Park life science properties in Cambridge Massachusetts related to the formation of new joint venture

with an outside partner

$24490000 $41372000 pre-tax related to the overall increased net gains on disposition included in discontinued

operations in 2010 as compared to 2009 The dispositions in 2010 include Simi Valley Town Center regional mall in

Simi Valley California Saddle Rock Village specialty retail center in Aurora Colorado 101 San Fernando an

apartment community in San Jose California and an investment in triple net lease property located in Pueblo

Colorado The dispositions in 2009 include Grand Avenue specialty retail center in Queens New York and deferred

gain related to the sale of our Lumber Group strategic business unit

$19245000 $31437000 pre-tax related to the 2010 gain on disposition ofpartial interest in The Nets

$19080000 $3 1414000 pre-tax related to 2010 decrease in allocated losses from our equity investment in The

Nets see The Nets section of the MDA
81773 1000 829342000 pre-tax related to the 2010 gain on disposition of partial interest in The Grand Lenox Club

and Lenax Park apartment communities in North Bethesda Maryland Arlington Virginia and Silver Spring

Maryland respectively related to the formation of new joint venture with an outside partner

$10088000 $16479000 pre-tax which includes $2741000 for unconsolidated entities of decreased write-offs of

abandoned development projects in 2010 compared to 2009

$2448000 $3998000 pre-tax related to the 2009 participation payment on the refinancing of 45 75 Sidney office

buildings in Cambridge Massachusetts that did not recur and

$2078000 $3395000 pre-tax of decreased company-wide severance and outplacement costs in 2010 compared
to 2009

These increases were partially offset by the following decreases net of tax and noncontrolling interests

$51840000 $84682000 pre-tax related to the 2010 increase in impairment charges of consolidated including

discontinued properties and unconsolidated entities

$19797000 $32339000 pre-tax which includes $2016000 for unconsolidated entities primarily related to

decreased gains on early extinguishment of debt in 2010 when compared to 2009 see the Gain on Early

Extinguishment of Debt section of the MDA
$14384000 $23496000 pre-tax related to the 2010 loss on early extinguishment of debt on the exchange of

portion of our Convertible Senior Notes due 2016 for Class common stock offset by the 2010 gain on early

extinguishment of debt on the exchange of portion of our Senior Notes due 2011 2015 and 2017 for new issue of

Series preferred stock and purchase of portion of our Senior Notes due 2011 and 2017

$16100000 $26300000 pre-tax related to the overall decreased net gains on disposition of unconsolidated

investments in 2010 as compared to 2009 The dispositions in 2010 primarily include Mi/lender Center mixed-use

property in Detroit Michigan and Woodbridge Crossing specialty retail center in Woodbridge New Jersey The

dispositions in 2009 include Classic Residence by Hyatt properties supported-living apartments in Teaneck New

Jersey Chevy Chase Maryland and Yonkers New York Clarkwood and Granada Gardens apartment communities in

Warrensville Heights Ohio and Boulevard Towers an apartment community in Amherst New York
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$6406000 $9131000 pre-tax primarily related to military housing fee income from the management and

devclopmcnt of military housing units in Hawaii Illinois Washington and Colorado in 2010 compared to 2009

$4716000 $7703000 pre-tax which includes $2523000 for unconsolidated entities related to 2009 reinstatement

by the United States Depaitment of Housing and Urban Development HUD of certain replacement reserves

previously written off at four of our residential properties located in Michigan that did not recur

$2203000 $3599000 pre-tax related to gain recognized in 2009 for insurance proceeds received related to fire

damage of an apartment building in excess of the book value of the damaged asset that did not recur

$1626000 $2656000 pre-tax related to transaction costs expensed during 2010 that were incurred in connection

with potential partial disposition in certain rental properties that did not occur and

$1467000 $2396000 pre-tax related to the 2009 net gain on an industrial land sale at Mesa del So/in Albuquerque

New Mexico

Net loss attributable to Forest City Enterprises Inc for the year ended January 31 2010 was $30651000 versus $113247000

for the year ended January 31 2009 The variance to the prior year is primarily attributable to the following increases which

are net of tax and noncontrolling interest

$30462000 $49761000 pre-tax related to the 2009 gains on disposition of our unconsolidated investments in

C/ass/c Residence by Hyatt properties C/ar/c-wood Granada Gardens and Bou/evard Towers

$24123000 $39404000 pre-tax which includes $795000 for unconsolidated entities primarily related to the 2009

early extinguishment of nonrecourse mortgage debt at consolidated retail project and G/adden Farms land

development project located in Marana Arizona and the gain on early extinguishment of debt on the exchange of

portion of our 2011 Notes for new issue of puttable equity linked senior notes due October 15 2014 see the Puttable

Eqoity-Linked Senioi Notes due 2011 section of the MDA
$13620000 $22247000 pre-tax which includes $304000 for unconsolidated entities of decreased write-offs of

abandoned development projects in 2009 compared to 2008

$13181000 $21530000 pre-tax related to an increase in income recognized on the sale of state and federal Historic

Preservation Tax Credits Brownfield Tax Credits and New Market Tax Credits

$12791000 $20894000 pre-tax related to the change in fair market value of derivatives between the comparable

periods which was marked to market as reduction of interest expense due to derivatives not qualifying for hedge

accounting

$7554000 $12434000 pre-tax related to the reduction in fair value of the Denver Urban Renewal Authority

DURA purchase obligation and fee that resulted from the Lehman Brothers Inc Lehman bankmptcy in 2008

$6732000 $10996000 pre-tax which includes $770000 for unconsolidated entities related to 2009 reinstatement

by HUD of certain replacement reserves previously written off at four of our residential properties located in Michigan

$2784000 $4548000 pre-tax related to the 2009 gain on disposition of GrandAvenue

$2203000 $3599000 pre-tax related to gain recognized in 2009 for insurance proceeds received related to fire

damage of an apartment building in excess of the net book value of the damaged asset

$1860000 $3031000 pre-tax related to the 2008 participation payments on the refinancing of 350 Mu.s.sochusetts

Avenue an unconsolidated office building and Jackson Rui/ding consolidated office building both located in

Cambridge Massachusetts

$1467000 $2396000 pre-tax related to the 2009 net gain on an industrial land sale at Mesa de/ So/ and

$1293000 $2500000 pre-tax related to decrease in allocated losses from our equity investment in The Nets

see The Nets section of the MDA
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These increases were partially offset by the following decreases net of tax and noncontrolling interests

$30677000 $50110000 pre-tax related to the 2009 increase in impairment charges of consolidated including

discontinued properties and unconsolidated entities

$6717000 $9426000 pre-tax primarily related to military housing fee income from the management and

development of units in Hawaii Illinois Washington and Colorado in 2009 compared to 2008

$8159000 $13297000 pre-tax related to the 2008 gains on disposition of two supported-living apartment

communities Sterling Glen of Lynbrook in Lynbrook New York and Sterling Glen qf Rye Brook in Rye Brook

New York

$2448000 $3998000 pre-tax related to the 2009 participation payment on the refinancing of 45/75 Sidney

$2417000 $3978000 pre-tax related to the 2008 lease termination fee income at an office building in Cleveland

Ohio that did not recur and

$2035000 $3350000 pre-tax related to the 2008 gain on the sale of an ownership interest in parking management

company
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Summary of Segment Operating Results The following tables present summary of revenues from real estate operations

operating expenses interest expense equity in earnings loss of unconsolidated entities and impairment of unconsolidated

entities by segment See discussion of these amounts by segment in the narratives following the tables
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Years Ended January 31

2011 2010 2009

in thousands

1177661

Revenues from Real Estate Operations

Commercial Group

Commercial Group Land Sales

Residential Group

Land Development Group

The Nets

Corporate Activities

Total Revenues from Real Estate Operations

Operating Expenses

Cummercial Gruup

Cost of Commercial Group Land Sales

Residential Group

Land Development Group

The Nets

Corporate Activities

Total Operating Expenses

Interest Expense

Commercial Group

Residential Group

Land Development Group

The Nets

Corporate Activities

Total Interest Expense

Equity in Earnings Loss of Unconsolidated Entities

Commercial Group

Gain on disposition of Woodbridge Crossing

Gain on disposition of Coachella Plaza

Gain on disposition of Southgate Mall

Gain on disposition of El Centro Mall

Loss on disposition of Metrean

Gain on disposition of One International Place

Gain on disposition of Einety-Richntond

Residential Group

Gain on disposition of Millender Center

Gain on disposition of Pebblecreek

Gain on disposition of Classic Residence by Hyatt properties

Gain on disposition of Clarkwood

Gain on disposition of Granada Gardens

Gain on disposition of Boulevard Towers

Land Development Group

The Nets

Corporate Activities

Total Equity in Earnings Loss of Unconsolidated Entities

6657 6896

Impairment of Unconsolidated Entities

Commercial Group

Residential Group

Land Development Group

The Nets

Corporate Activities

Total Impairment of Unconsolidated Entities

49889

22570

72459 36356
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Commercial Group

Revenues from Real Estate Operations Revenues from real estate operations for the Commercial Group including the

groups land sales decreased by $20624000 or 2.2c for the year ended January 31 2011 compared to the same period in the

prior year The variance is primarily attributable to the following decreases

$62754000 related to the change from full consolidation method of accounting to equity method upon the formation of

new joint venture with an outside partner in seven mixed-use University Park life science properties in Cambridge

Massachusetts and

$2326000 related to decreases in commercial outlot land sales primarily at Salt Lake City in Utah Victoria Gardens in

Rancho Cucamonga California Westchesters Ridge Hill in Yonkers New York and Shor Pump Town Center in

Richmond Virginia which were partially offset by increases at South Bay Southern Center in Redondo Beach

California and Orchard Town Center in Westminster Colorado

These decreases were partially offset by the following increases

$25233000 related to new property openings as noted in the table below

$13221000 related to increased revenues earned on construction contract with the New York City School

Construction Authority for the construction of school on the lower floors at Spruce Street formerly Beckman
mixed-use residential project under construction in Manhattan New York This represents reimbursement of costs that

is included in operating expenses discussed below

$5818000 related to increased occupancy at Illinois Science and Technology Park in Skokie Illinois and Higbee

Building in Cleveland Ohio and

$3910000 related to development fee income at Las Vegas City Hall fee-based project in Nevada

The balance of the remaining decreasc of $3726000 was generally due to miscellaneous fluctuations

Revenues from real estate operations for the Commercial Group including the groups land sales increased by $10476000
or 1.10o for the year ended January 31 2010 compared to the same period in the prior year The variance to the prior year is

primarily attributable to the following increases

$21831000 related to new propcrty openings as noted in the table below and

$2829000 related to increased revenues earned on construction contract with the New York City School Construction

Authority for the construction of school at Spruce Street formerly Beckman This represents reimbursement of

costs that is included in operating expenses discussed below

These increases were partially offset by the following decreases

$8369000 related to decreases in commercial outlot land sales primarily at South Bay Southern Center Short Pump
Town Center Promenade Bolingbrook in Bolingbrook Illinois White Oak Village in Richmond Virginia and Orchard

Town Center which were partially offset by increases in commercial outlot land sales at Salt Lake City and Victoria

Gardens and

$3978000 related to lease termination fee income in 2008 at an office building in Cleveland Ohio that did not recur

The balance of the remaining decrease of$ 1837000 was generally due to downward pressures on retail occupancies and rental

rates

Operating and Interest Expenses Operating expenses decreased $9083000 or 1.90o for the year ended January 2011

cumpared to the same period in the prior year The variance is primarily attributable to the following decreases

$23436000 related to the change from frill consolidation method of accounting to equity method upon the formation of

new joint venture with an outside partner in University Park

$10775000 related to decreased write-offs of abandoned development projects in 2010 compared to 2009 and

$1639000 related to decreases in commercial outlot land sales primarily at Salt Lake City Victoria Gardens

Westchesters Ridge Hill and Short Pump Town Center which were partially offset by increases at South Bay Southern

Center and Orchard Town Center
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These decreases were partially offset by the following increases

$13221000 related to construction of school at Spruce Street formerly Beckman These costs are reimbursed by

the New York City School Construction Authority which are included in revenues from real estate operations discussed

above

$8302000 related to the change from equity method of accounting to fill consolidation method for the Barclays Center

arena upon the adoption of new accounting guidance for consolidation of VIEs These costs represent non-capitalizable

expenses primarily marketing costs related to the Barclays Center arena

$6360000 related to new property openings as noted in the table below

$2171000 related to increased occupancy at Highee Building and Illinois Science and Technology Park and

$1575000 related to development expenses at Las Vegas City HalL

The balance of the remaining decrease of $4862000 was generally due to miscellaneous fluctuations

Operating expenses decreased $23568000 or 4.7c for the year ended January 31 2010 compared to the same period in the

prior year The variance to the prior year is primarily attributable to the following decreases

$27530000 related to decreased write-offs of abandoned development projects in 2009 compared to 2008 which was

primarily due to the 2008 write-off at Summit at Lehigh Valley commercial development project with housing

component in Allentown Pennsylvania and

$1 759000 related to the 2008 participation payment on the refinancing at Jackson Building an office building in

Cambridge Massachusetts that did not recur

These decreases were partially offset by the following increases

$7265000 related to new property openings as noted in the table below

$5910000 related to increases in commercial outlot land sales primarily at Salt Lake City and Victoria Gardens which

were partially offset by decreases in commercial outlot land sales at Shor Pump Town Center Pramenade Balingbroak

White Oak Village and Orchard Town Center

$3998000 related to the 2009 participation payment on the refinancing of 45/75 Sidney Street an office building in

Cambridge Massachusetts and

$2829000 related to construction of school at Spruce Street formerly Beckman These costs are reimbursed by the

New Yurk City School Cunstiuctiun Authority and are included in revenues from ieal estate operations discussed

above

The balance of the remaining decrease of $14281000 was generally due to cost reduction activities within the Commercial

Group relating to direct property expenses and general operating activities

Interest expense for the Commercial Group decreased by $5415000 or 2.30o for the year ended January31 2011 compared
to the same period in the prior year This decrease is primarily attributable to decrease of $19028000 related to the change

from fill consolidation method to equity method upon the formation of new joint venture with an outside partner in

University Park This decrease was primarily offset by increases of $7410000 attributable to the openings of the properties in

the table below $4470000 in mortgage interest expense at Johns Hopkins 855 North Wolfe Street in East Baltimore

Maryland related to the terms of renegotiated forward interest rate swap and $2223000 related to mark-to-market

adjustments on non-designated interest rate swaps Interest
expense decreased by $14810000 or 6.0c for the year ended

January 2010 compared to the same period in the prior year $19325000 of this decrease represents the change in fair

value of forward swap related to an unconsolidated property that is marked to market through interest expense The

remaining increase is primarily attributable to the openings of the properties listed in the table below
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The following table presents the increases in revenues and operating expenses incurred by the Commercial Group for

newly-opened properties for the year ended January 31 2011 compared to the same period in the prior year

Year Ended January 31

2011 vs 2010

Revenues

from

Quarter/Year Square Real Estate Operating

Property Location Opened Feet Operations Expenses

in ihousonds

Office Building

Waterfront Station East and West 4t1 Buildings Washington D.C Qi -2010 631000 22976 6.008

Retail Centers

Promenade at Temecula Expansion Temecula California Q1-2009 127000 2257 352

Total 25233 6360

The following table presents the increases in revenues and operating expenses incurred by the Commercial Group for

newly-opened/acquired properties for the year ended January 31 2010 compared to the same period in the prior year

Year Ended January 31

2010 vs 2009

Revenues

from

Quarter/Year Square Real Estate Operating

Property Location Opened Feet Operations Expenses

in tIousoncls

Retail Centers

Promenade at Temecula Expansion Teniecula California Ql2009 127000 1281 568

White Oak Village Richmond Virginia Q3-2008 843000 5256 1487

Shops at Wiregrass Tampa Florida Q32008 734000 10524 4121

Orchard Town Center Westminster Colorado Q1-2008 1018000 2797 563

Office Building

Johns Hopkins 855 North Wolfe Street East Baltimore Maryland Ql 2008 279000 1973 526

Total 21831 7265

Comparable occupancy for the Commercial Group is 91.2 and 88.4 for retail and office respectively as of

January 31 2011 compared to 90.1 and 90.0 respectively as of January 31 2010 Retail and office occupancy as of

January 31 2011 and 2010 is based on square feet leased at the end of the fiscal quarter Comparable occupancy relates to

properties opened and operated in both the years ended January 31 2011 and 2010 Average occupancy for hotels for the year

ended January 31 2011 is 69.0 compared to 69.1 for the year ended January 31 2010

As of January 31 2011 the average base rent per square feet expiring for retail and office leases is $27.79 and $31.11

respectively compared to $26.41 and $30.93 respectively as of January 31 2010 Square feet of expiring leases and average

base rent per square feet are operating statistics that represent 100 of the square footage and base rental income per square

foot from expiring leases The average daily rate ADR for our hotel portfolio is $140.03 and $140.01 for the years ended

January 31 2011 and 2010 respectively ADR is an operating statistic and is calculated by dividing revenue by the number of

rooms sold for all hotels that were open and operating for both the years ended January 31 2011 and 2010

We continuously monitor retail and office leases expiring in the short to mid-term Managements plan to obtain lease

renewals for expiring retail and office leases includes signing of lease extensions if available and active marketing for

available or soon to be available space to new or existing tenants in the normal course of business

We continuously look to improve average base rent for our retail and office portfolios However we evaluate each leasing

opportunity separately including consideration of potential tenants credit and make leasing decisions in an effort to balance

preserving occupancy maintaining rental income and maximizing sales potential in retail properties We expect the average

base rent per square foot to be at or above the levels expiring during the year ended January 31 2012 based on the recent

improvement in performance indicators in the retail and office markets
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Residential Group

Revenues from Real Estate Operations Included in revenues from real estate operations is fee income related to the

development and construction management related to our military housing projects Military housing fee income and related

operating expenses may vary significantly froni period to period based on the timing of development and construction activity

at each applicable project Revenues from real estate operations for the Residential Group decreased by 545.592.000 or 17.700

during the year ended January 2011 compared to the prior year The variance is primarily attributable to the following

decreases

$27628000 related to the change from full consolidation method of accounting to equity method upon the formation

of new joint venture with an outside partner for The Grand Lenox Park and Lenox Club

$14000000 related to the land sale and related development opportunity in Mamaroneck New York in the prior year

$13746000 related to the change from full consolidation method of accounting to equity method upon the adoption

of accounting guidance for consolidation of VIEs for Plymouth Square Cambridge Towers and Village Center in

Detroit Michigan Autumn Ridge in Sterling Heights Michigan Coraopolis Towers in Coraopolis Pennsylvania

Grove in Ontario California and flonoro Towers in Donora Pennsylvania

$11881000 related to military housing fee income from the management and development of military housing units

located primarily on the islands of Oahu and Kauai Hawaii Chicago Illinois Seattle Washington and

Colorado Springs Colorado see the Military Housing Fee Revenues section below for further detail and

$4642000 related to insurance premiums earned from an owners controlled insurance program

This decrease was partially offset by the following increases

$12683000 primarily related to new property openings and acquired properties as noted in the table below and

56.770.000 related to third-party management fees and other fee income

The balance of the remaining increase of $6852000 was generally due to miscellaneous fluctuations as result of improving

operating fundamentals such as occupancy rates and net rental income

Revenues from real estate operations for the Residential Group decreased by $16484000 or 6.0c during the year ended

January 2010 compared to the prior year The variance is primarily attributable to the following decrease

$50668000 related to military housing fee income from the management and development of military housing units

located primarily on the islands of Oahu and Kauai Hawaii Chicago Illinois Seattle Washington and Colorado

Springs Colorado see the Military Housing Fee Revenues section below for further details

This decrease was partially offset by the following increases

$14000000 related to the land sale and related development opportunity in Mamaroneck New York

$6578000 related to the cancellation of net leasing arrangement whereby we assumed the operations from the

lessee at Forest Trace in Lauderhill Florida

$6321000 related to insurance premiums earned from an owners controlled insurance program and

$5538000 related to new property openings and acquired properties as noted in the table below

The balance of the remaining increase of $1747000 was primarily due to third-party management fees and other

miscellaneous fluctuations

Operating and Interest Expenses Operating expenses for the Residential Group decreased by $22390000 or l4.1
during the year ended January 2011 compared to the prior year This variance is primarily attributable to the following

decreases

$14000000 related to the cost of the land sale and related development opportunity in Mamaroneck New York in the

prior year

$11783000 related to the change from full consolidation method of accounting to equity method upon the formation

of new joint venture with an outside partner for The Grand Lenox Park and Lenox Club
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$7381000 related to decreased write-offs of abandoned development projects in 2010 as compared to 2009

$6725000 related to the change from full consolidation method of accounting to equity method upon the adoption of

accounting guidance for consolidation of VIEs for Plymouth Square Cambridge Towers Village Center Autumn

Ridge Coraopolis Towers Grove and Donora Towers

$4283000 related to insurance expenses associated with an owners controlled insurance program and

$4 13 1000 related to management expenditures associated with military housing fee revenues

These decreases were partially offset by the following increases

$10226000 related to 2009 reinstatement by HUD of certain replacement reserves previously written off at three of

our residential properties located in Michigan that did not recur

$5420000 related to new property openings and acquired properties as noted in the table below and

$2156000 related to expenditures associated with third-party nianagement fee arrangements

The balance of the remaining increase of $8111000 was generally due to miscellaneous fluctuations

Operating expenses for the Residential Group decreased by $15051000 or 8.7o during the year ended January 31 2010

compared to the prior year This variance is primarily attributable to the following decreases

$35357000 related to management expenditures associated with military housing fee revenues and

$10226000 related to reinstatement by HUD of certain replacement reserves previously written off at three of our

residential properties located in Michigan

These decreases were partially offset by the following increases

$14000000 related to the cost of the land sale and related development opportunity in Mamaroneck New York

$9404000 related to the assignment of the net lease arrangement with Forest Trace

$3998000 related to insurance expenses associated with an owners controlled insurance program

$3988000 related to new property openings and acquired properties as noted in the table below and

$1530000 related to increased write-offs of abandoned development projects in 2009 as compared to 2008

The balance of the remaining decrease of $2388000 was generally due to cost reduction activities within the Residential

Group relating to direct property expenses and general operating activities

Interest expense for the Residential Group decreased by $6282000 or 22.80o during the year ended January 31 2011

compared to the same period in the prior year This decrease is primarily attributable to the deconsolidation of properties as

result of adopting new accounting guidance on the consolidation of VIEs the change from hill consolidation method of

accounting to equity method upon the formation of new joint venture with an outside partner for The Grand Lenox Park and

Lenox Club and mark-to-market adjustments on non-designated interest rate swaps partially offset by openings and acquisitions

of new properties

Interest expense for the Residential Group decreased by $8395000 or 23.4c during the year ended January 31 2010

compared to the same period in the prior year primarily as result of decreased variable interest rates partially offset by

increases related to the opening and acquisitions of new properties
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The following table presents the increases in revenues and operating expenses incurred by the Residential Group for

newly-opened acquired properties for the year ended January 2011 compared to the same period in the prior year

Year Ended January 31
2011 vs 2010

Revenues

from

Quarter/Year Real Estate Operating

Property Location Opened Units Operations Expenses

iii thoiuanc/s

Presidio Landmark San Francisco California Q3-2010 161 117 1579

DKLB BKLN formerly 80 DeKaib Brooklyn New York Q4-2009 365 7069 2015

North Church Towcis Parmna Heights Ohio Q3 2009 399 1787 1393

Han2el Mill Lofts Haverhill Massachusetts Q4 2008 305 2067 983

Mercantile Place on Main Dallas Texas Ql-2008/Q4 2008 366 1643 550

Total 12683 5420

Property to open in phases

Acquired property

The following table presents the increases in revenues and operating expenses incurred by the Residential Group for

newly-opened/acquired properties for the year ended January 2010 compared to the same period in the prior year

Year Ended January 31
2010 vs 2009

Revenues

from

Quarter/Year Real Estate Operating

Property Location Opened Units Operations Expenses

in /ion sane/i

DKLB BKLN formerly 80 DeKaIb Brooklyn New York Q4-2009 365 61 1251

North Church Towers Panna Heights Ohio Q3-2009 399 942 604

Hainel Mill Lofts Haverhill Massachusetts Q4 2008 305 765 1303

Lucky Strike Richmond Virginia Qi 2008 131 918 226

Mercantile Place on Main Dallas Texas Qi 2008 Q4 2008 366 2852 604

Total 5538 3988

Property to open in phases

Acquired property

Comparable average occupancy for the Residential Group is 94.7o and 92.l for the years ended January 31 2011 and 2010

respectively Average residential occupancy for the years ended January 2011 and 2110 is calculated by dividing gross

potential rent less vacancy by gross potential rent Comparable average occupancy relates to properties opened and operated in

both the years ended January 31 2011 and 2010

Comparable net rental income NRI for our Residential Group was 91.6 and 89.7 for the years ended January 2011

and 2010 respectively NRI is an operating statistic that represents the percentage of potential rent received after deducting

vacancy and rent concessions from gross potential rent

Military Housing Fee Revenues Development fees related to military housing projects arc earned based on contractual

percentage of the actual development costs incurred Additional development incentive fees are recognized based upon
successful completion of certain criteria such as incentives to realize development cost savings encourage small and local

business participation comply with specified safety standards and other project management incentives as specified in the

development agreements Development and development incentive fees of $5 861000 514.030.000 and 562180 000 were

recognized during the years ended January 2011 2010 and 2009 respectively which were recorded in revenues from real

estate operations

Construction management fees are earned based on contractual percentage of the actual construction costs incurred

Additional construction incentive fees are recognized based upon successful completion of certain criteria as set forth in the

construction contracts Construction and incentive fees of S56 18000 $9857000 and $13505000 were recognized during

the years ended January 31 2011 2010 and 2009 respectively which were recorded in revenues from real estate operations
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Property management and asset management fees are eamed based on contractual percentage of the annual net rental income

and annual operating income respectively that is generated by the military housing privatization projects as defined in the

agreements Additional property management incentive fees are recognized based upon successful completion of certain

criteria as set forth in the property management agreements Property management management incentive and asset

management fees of $15975000 $15448000 and $14318000 were recognized during the years ended January 31 2011

2010 and 2009 respectively which were recorded in revenues from real estate operations

Land Development Group

Revenues from Real Estate Operations Land sales and the related gross margins vary
from period to period depending on

the timing of sales and general market conditions relating to the disposition of significant land holdings Although improved

over the same period in the prior year our land sales continue to be impacted by decreased demand from home buyers in

certain core markets for the land business reflecting conditions throughout the housing industry Revenues from real estate

operations for the Land Development Group increased by $11864000 for the year ended January 31 2011 compared to the

same period in the prior year This variance is primarily attributable to the following increases

$Q502000 related to higher land sales at Stapleton in Denver Colorado

$4560000 related to higher land sales at Tangerine Crossing in Tucson Arizona Mill Creek in York County South

Carolina Legacy Lakes in Aberdeen North Carolina Waterbuiy in North Ridgeville Ohio and land development

project in Eaton Township Ohio and

$803000 primarily related to combination of smaller increases in land sales at other land development projects

These increases were partially offset by the following decreases

$2327000 related to lower unit sales at Rockport Square in Lakewood Ohio and lower land sales at Creekstone in

Copley Ohio and

$674000 primarily related to combination of smaller decreases in land sales at other land development projects

Revenues from real estate operations for the Land Development Group decreased by $13581000 for the year ended

January 31 2010 compared to the prior year This variance is primarily attributable to the following decreases

$6556000 related to lower land sales at Prosper in Prosper Texas Tangerine Crossing and Legacy Lakes combined

with several smaller decreases in land/unit sales at other land development properties

$6051000 related to lower land sales at Summers Walk in Davidson North Carolina and

$3935000 primarily related to reduced fee income and profit participation due to lower home sales at Stapleton

These decreases were partially offset by the following increase

$2961000 related to higher land sales primarily at Gladden Farms in Marana Arizona and Creekstone combined

with several smaller increases in land sales at other land development projects

Operating and Interest Expenses Operating expenses increased by $5531000 for the year ended January 31 2011

compared to the same period in the prior year This variance is primarily attributable to the following increases

$8727000 primarily related to higher land sales at Stapleton

$4706000 primarily related to higher land sales at Tangerine Crossing Mill Creek Legacy Lakes Waterbuy and

land development project in Eaton Township Ohio and

$915000 primarily related to combination of several smaller expense increases due to increases in land sales at other

land development projects

These increases were partially offset by the following decreases

$2735000 primarily related to lower unit sales at Rockport Square and lower land sales at Creekstone

$2500000 nonrecurring legal settlement in 2009 related to former joint venture and
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$3582000 primarily related to combination of several smaller expense decreases due to decreases in land sales at

other land development projects

Operating expenses decreased by $19759000 for the year ended January 2010 compared to the same period in the prior

year This variance is primarily attributable to the following decreases

$17568000 at Stapleton primarily related to the $13816000 reduction in fair value of the DURA purchase

obligation and fee that resulted from the Lehman Brothers Inc bankruptcy in 2008 see the Other Financing

Arrangements section of the MDA along with reduced payroll costs and specific cost reduction activities

$5944000 primarily related to lower land sales at Prosper Tangerine Crossing and Legacy Lakes combined with

several smaller decreases in land sales at other land development projects along with reduced payroll costs and

specific cost reduction activities and

$3862000 related to lower land sales at Summers Walk

These decreases were partially offset by the following increases

$5115000 primarily related to higher land sales at Gladden Farms and Creekstone combined with several smaller

increases in land sales at other land development projects and

$2500000 nonrecurring legal settlement in 2009 related to former joint venture

Interest
expense

increased by $898000 for the year ended January 2011 and $2207000 during the year ended

January 31 2010 compared to the same periods in the prior years Interest expense varies from year to year depending on the

level of interest-bearing debt within the Land Development Group and interest rates

The Nets

Our ownership of The Nets is through Nets Sports and Entertainment LLC NSE NSE also owns Brooklyn Arena LLC

Arena an entity that through its subsidiaries is overseeing the construction of and has long-term lease in the

Barclays Center arena the future home of The Nets Upon adoption of new accounting guidance for the consolidation of VIEs

on February 2010 NSE was converted from an equity method entity to consolidated entity As of January 31 2011

NSE consolidates Arena and accounts for its investment in The Nets on the equity method of accounting As result of us

consolidating NSE we record the entire net loss of The Nets allocated to NSE in equity in loss of unconsolidated entities

and allocate the other NSE minority partners share of its loss through noncontrolling interests in our Statements of

Operations for the year ended January 31 2011 Prior to the adoption of the new consolidation accounting guidance we

recorded only our share of the loss for The Nets through equity in loss of unconsolidated entities

On May 12 2010 we closed on purchase agreement with entities controlled by Mikhail Prokhorov MP Entities Pursuant

to the terms of the purchase agreement the MP Entities invested $223000000 and made certain funding commitments

Funding Commitments to acquire 80 of The Nets 4500 of Arena and the right to purchase up to 20 of Atlantic Yards

Development Company LLC which will develop non-arena real estate In accordance with the Funding Commitments

the MP Entities agreed to fund The Nets operating needs up to $60000000 including reimbursements to us for loans made to

cover The Nets operating needs from March 2010 to May 12 2010 totaling $15000000 Of this total reimbursement

$9237000 represented operating losses incurred during the period from March 2010 to May 12 2010 which was

recognized in our gain on the sale of The Nets see the Net Gain on Disposition of Partial Interests in Rental Properties and

Other Investment section of the MDA Once the $60000000 is expended which is anticipated to occur prior to the start of

the 2011-2012 NBA basketball season NSE is required to ftind l00 of the operating needs as defined until the Barclays

Center arena is complete and open Thereafter members capital contributions will be made in accordance with the operating

agreements Since May 12 2010 The Nets losses have been allocated to the majority owner since losses are allocated based

on an analysis of the respective members claim on the net book equity assuming liquidation at book value

The amount of equity in loss net of noncontrolling interests was $12075000 $43489000 and $40989000 for the years

ended January 31 2011 2010 and 2009 respectively representing decrease in our allocated losses of $31414000 and an

increase in our allocated losses of $2500000 compared to the respective prior year The decrease in 2010 compared to 2009 is

primarily due to the allocation of losses to the MP Entities since May 12 2010 as discussed above

For the
years ended January 2011 2010 and 2009 we recognized approximately 25 68% and 54 of the net loss of The

Nets respectively because profits and losses are allocated to each member based on an analysis of the respective members
claim on the net book equity assuming liquidation at book value at the end of the accounting period without regard to

unrealized appreciation if any in the fair value of The Nets Our percentage of the allocated losses for the year ended

January31 2011 was lower than the prior year primarily due to the allocation of losses to the MP Entities as discussed above
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Corporate Activities

Operating and Interest Expenses Operating expenses for Corporate Activities increased $7173000 for the year ended

January 31 2011 compared to the prior year The increase was primarily related to increased payroll and related benefits

including stock-based compensation of $2038000 an increase in nonrecurring expense of $4000000 related to liability

claim that we may be able to recoup in the future an increase in professional fees of $2823000 associated with strategic

planning and process improvement initiatives offset by decrease to company-wide severance and outplacement expenses

of $3395000

Operating expenses decreased by $4240000 for the year ended January 31 2010 compared to the prior year The decrease

was primarily related to decrease in charitable contributions of$1976000 and other general corporate expenses

Interest expense
decreased by $17007000 for the year ended January 31 2011 compared to the prior year as result of the

retirement of the $178749000 of Senior Notes in exchange for new issuance of Series preferred stock on March 2010

see the Senior Notes and Subordinated Debt section of the MDA and decreased interest expense on corporate interest rate

swaps due to reduction in the strike rate of the activc swaps compared to the London Interbank Offered Rate LIBOR rate

which stayed at historically low levels throughout 2010

Interest expense
increased by $7641000 for the year ended January 31 2010 compared to the prior year as result of

increased interest expense on corporate interest rate swaps due to reduction in the LIBOR rate additional interest
expense on

senior notes issued during the year ended January 31 2010 and the bank revolving credit facility due to increased borrowings

Other Activity

The following items are discussed on consolidated basis

Interest and Other Income

For the years ended January 31 2011 2010 and 2009 we recorded interest and othcr income of $52826000 $53999000
and $42423000 respectively Ihe decrease of 1173000 for the year ended January 31 2011 compared to the prior year is

primarily due to gain recognized in 2009 of $3599000 related to insurance proceeds received due to fire damage at an

apartment building in excess of the net book value of the damaged asset and decrease of $719000 related to the income

recognition on the sale of state and federal Historic Preservation Tax Credits Brownfield Tax Credits and New Market Tax

Credits These decreases were partially offset by an increase of $2982000 related to interest income earned on total rate of

retum swap TRS The increase of $11576000 for the year ended January 2010 compared to the prior year is primarily

due to an increase of $21530000 related to the income recognition on the sale of state and federal Historic Preservation Tax

Credits Brownfield Tax Credits and New Market Tax Credits and gain recognized in 2009 of $3599000 related to insurance

proceeds received due to fire damage at an apartment building in excess of the net book value of the damaged asset These

increases were partially offset by the following decreases $4546000 related to the income earned on the DURA purchase

obligation and fee in 2008 that did not recur see the Other Financing Arrangements section of the MDA $3350000
related to the 2008 gain on the sale of an ownership interest in parking management conipany and $1838000 related to

interest income earned on two total rate of return swaps one of which was terminated in September 2009 The remaining

decrease is generally due to lower interest earned on our cash and restricted cash balances maintained with financial

institutions

Equity in Earnings Loss of Unconsolidated Entities also see the Impairment of Unconsolidated Entities section of

the MDA

Equity in earnings of unconsolidated entities was $42265000 for the year ended January 31 2011 and $21303000 for the

year ended January 31 2010 representing an increase of $20962000 The variance is primarily attributable to the following

increases that occurred within our equity method investments

Commercial Group

$9195000 related to the 2010 contribution of partnership interests to new joint venture in the University Park

project resulting in joint control with the outside partner The seven buildings were fully consolidated in 2009 and

converted to the equity method of accounting in 2010 due to the partial disposition

$6443000 related to the 2010 gain on disposition of Woodbriclge Crossing

$3190000 primarily related to lease termination fee income at San Francisco Centre regional mall in

San Francisco California and
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$279 1000 related to the 2010 gain on early extinguishment of the Urban Redevelopment Authority loan at

Liberty Centei an office building located in Pittsburgh Pennsylvania

Residential Group

$15633000 primarily related to the 2010 gain on disposition of Mi/lender Center

$5243000 primarily related to decrease in lease-up losses at Uptown Apartments an apartment community in

Oakland California

$3934000 related to the deconsolidation of seven properties as result of adopting new accounting guidance on the

consolidation of VIEs

$2684000 related to the 2010 disposition of partial interests in three apartment communities The Grand Lenox Club

and Lenox Park which were billy consolidated in 2009 and converted to the equity method of accounting in 2010

upon the partial disposition

$2215000 related to the 2010 gain on disposition of Pebble Creek an apartment community in Twinsburg Ohio

$1502000 related to favorable 2010 legal settlement at Oceanpointe Towers an apartment community in Long

Branch New Jersey and

$953000 related to the 2009 loss on early extinguishment of nonrecourse mortgage debt at Bayside Village an

apartment community in San Francisco California

Land Development Group

$1904000 related to increased land sales at various land development projects in San Antonio Texas

The Nets

$25171000 related to reduction in our share of the losses of The Nets

These increases were partially offset by the following decreases

Commercial Group

$4533000 related to the deconsolidation of property as result of adopting new accounting guidance on the

consolidation of VIEs

$2557000 related to the 2010 write-off of an abandoned development project in Pittsburgh Pennsylvania and

$1046000 related to the 2010 loss on disposition of our partnership interests in Met rean

Residential Group

$3 1703000 related to the 2009 gain on disposition of our partnership interest in three Classic Residence by Hyatt

properties

$6983000 related to the 2009 gain on disposition of our partnership interest in Clarlcwood

$6577000 related to the 2009 gain on disposition of our partnership interest in Granada Gardens and

$4498000 related to the 2009 gain on disposition of our partnership interest in Boulevard Towers

Land Development Group

$2396000 related to the 2009 net gain on an industrial land sale at Mesa del Sal and

$1874000 related to the 2009 gain on early extinguishment of nonrecourse mortgage debt at Shamrock Business

Center in Painesville Ohio

The balance of the remaining increase of $2271000 was due to fluctuations in the operations of our equity method

investments
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Equity in earnings of unconsolidated entities was $21303000 for the year ended January 31 2010 and equity in loss of

unconsolidated entities was $14300000 for the year ended January 31 2009 representing an increase of $35603000 The

variance is primarily attributable to the following increases that occurred within our equity method investments

Commercial Group

$1272000 related to the 2008 participation payment on the refinancing at 350 Massachusetts Avenue

Residential Group

$31703000 related to the 2009 gain on disposition of our partnership interest in three Classic Residence by Hyatt

properties

$6983000 related to the 2009 gain on disposition of our partnership interest in Clarlovood

$6577000 related to the 2009 gain on disposition of our partnership interest in Granada Gardens and

$4498000 related to the 2009 gain on disposition of our partnership interest in Boulevard Towers

Land Development Group

$2396000 related to the 2009 net gain on an industrial land sale at Mesa Del Sal and

$1874000 related to the 2009 gain on early extinguishment of nonrecourse mortgage debt at Shamrock Business

Center

These increases were partially offset by the following decreases

Commercial Group

$2330000 related to decreased occupancy and property reassessment resulting in significantly higher real estate taxes

in 2009 at San Francisco Centre

$1235000 related to lower hotel revenues in 2009 at the Westin Convention Center in Pittsburgh Pennsylvania and

$1081000 related to the 2008 gains on disposition of One International Place and Emery-Richmond office buildings

in Cleveland Ohio and Warrensville Heights Ohio respectively

Residential Group

$3524000 primarily related to an increase in lease-up losses at Uptown Apartments

$1273000 primarily related to military housing fee income from the management and development of units in

Hawaii Illinois Washington and Colorado and

$953000 related to the 2009 loss on early extinguishment of nonrecourse mortgage debt at Bayside Village

Land Development Group

$6763000 related to decreased sales at Central Station mixed use land development project in Chicago Illinois

The Nets

$2500000 related to an increase in our share of the loss in The Nets

The balance of the remaining decrease of $41000 was due to fluctuations in the operations of our equity method investments
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Amortization of Mortgage Procurement Costs

We amortize mortgage procurement costs over the life of the related nonrecourse mortgage debt and notes payable For the

years ended January 31 2011 2010 and 2009 we recorded amortization of mortgage procurement costs of $13487000
Si 3.709.000 and SI 1.791.000 rcspectively Amortization of mortgage procurement costs decreased 5222.000 and increased

$1918000 for the years ended January 2011 and 2010 respectively compared to the same periods in the prior years

Gain Loss on Early Extinguishment of Debt

For the years ended January 31 20112010 and 2009 we recorded 52 1035000 $36569000 and 52159000 respectively

as gain loss on early extinguishment of debt The amounts for the year ended January 31 2011 include $31689000 loss

related to the exchange of portion of our 2016 Senior Notes for Class common stock offset by $2472000 gain on early

extinguishment of nonrecourse mortgage debt at Botanica on the Green and Crescent Flats apartment communities located in

Denver Colorado $6297000 gain related to the exchange of portion of our 2011 2015 and 2017 Senior Notes for new

issue of Series preferred stock and $1896000 gain on the early extinguishment of portion of our 2011 and 2017 Senior

Notes

For the year ended January 2010 the amount primarily represents gains on early extinguishment of nonreeourse mortgage

debt at an underperforming retail project land development project in Marana Arizona Gladden Farms and the gain related

to the exchange of portion of our 2011 Notes for new issue of 2014 Notes These gains were partially offset by charge to

early extinguishment of debt related to $20400000 of subordinated debt For the year ended January 31 2009 the loss

represents the impact of early extinguishment of nonreeourse mortgage debt at Galleria at Sunset regional mall located in

Henderson Nevada 1251 Michigan and Sky55 apartment communities located in Chicago Illinois and Grand Lowiy Lofts

an apartment community located in Denver Colorado in order to secure more favorable financing terms These charges were

offset by gains on the early extinguishment of portion of our 2011 Notes and on the early extinguishment of the

Urban Development Action Grant loan at Post Office Plaza an office building located in Cleveland Ohio

Impairment of Real Estate

We review our real estate portfolio including land held for development or sale for impairment whenever events or changes

indicate that our carrying value of the long-lived assets may not be recoverable In cases where we do not expect to recover our

carrying costs an impairment charge is recorded In order to detennine whether the long-lived asset carrying costs are

recoverable from estimated future undiseounted cash flows we use various assumptions that include historical and budgeted

net operating income estimated holding periods risk of foreclosure and estimated cash proceeds received upon the disposition

of the asset If the carrying costs are not recoverable we are required to record an impairment to reduce the carrying costs to

estimated fair value The assumptions used to estimate fair value are considered to be Level inputs Our assumptions were

based on the most current information available at January 31 2011 If the conditions mentioned above continue to deteriorate

or if our plans regarding our assets change it could result in additional impairment charges in the future

The impairments recorded during the years ended January 31 2011 2010 and 2009 represent write down to the estimated fair

value due to changes in events such as bona fide third-party purchase offers and consideration of current market conditions

and the impact of these events to the properties estimated future cash flows The following table summarizes our impairment

of real estate included in continuing operations

Redevelopment property at Waterfront Station Washington D.C 3103
250 Huion Office Building Cleveland Ohio 2040
Land Projects

Oladden FaiThs Maiaiia Arizona 650 2985

Tangerine Crossing Tucson Arizona 905

Investment in triple net lease property Portage Michigan

Residential development property sold in February 2009 Mamaroneek New York

Other

3552

1124

341

8907

Years Ended January 31

2011 2010

in t/wiusaiicts

2009

1010

6803

1262

1262
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In addition we had impairments related to consolidated real estate assets that were disposed of during the periods presented

The following table summarizes our impairment of real estate included in discontinued operations

Simi Valley Town Center Regional Mall Simi Valley California

Investment in triple net lease property Pueblo Colorado

Saddle Rock Village Specialty Retail Center Aurora Colorado

Supported living apartment communities

Sterling Glen of Great Neck Great Neck New York

Sterling Glen of Glen Cove Glen Cove New York

101 San Fernando Apartment Community San Jose California

Impairment of Unconsolidated Entities

Year Ended Janua ry 31

2011 2010 2009

in tlionsaiicl.s

76962

2641

13179

.5

7138

2637

4440

79603 27394

Occupancy levels and estimated future cash flows were significantly decreasing during 2010 at S/mi Valley Town Center

regional mall located in Simi Valley California due to the consolidation of two anchor stores at the property greater

competition than originally anticipated and the general economic downturn We had ongoing discussions with the mortgage

lender regarding the performance of the property and the expectation that it would be unable to generate sufficient cash flow to

cover the debt service of the nonrecourse mortgage note During the year ended January 31 2011 the mortgage lender

determined it wanted to exit the investment by selling the nonrecourse mortgage note and we agreed to transfer the property to

the purchaser of the nonrecourse mortgage upon sale Based on these events and changes in circumstances we dramatically

shortened our estimated asset holding period As result estimated future undiscounted cash flows were not sufficient

to recover the carrying value and the asset was recorded at its estimated fair value resulting in an impairment charge

of $76962000 during the year ended January 31 2011 The impairment which was recorded prior to the ultimate disposition

in December 2010 resulted in the carrying value of the real estate being less than the nonrecourse mortgage As result upon

disposition we recorded gain of $46802000 for the year ended January 2011 We reclassified all revenues and expenses

as well as the gain on disposition of the property to discontinued operations see the Discontinued Operations section

of the MDA
In addition we recorded impairments of real estate for other propertics included in discontinued operations as described in the

table above These impairments represent write down to the estimated fair value due to changes in events related to

bona fide third-party purchase offer and consideration of current market conditions and the impact of these events to the

properties estimated future cash flows

We review our portfolio of unconsolidated entities for other-than-temporary impairments whenever events or changes indicate

that our carrying value in the investments may be in excess of fair value An equity method investments value is impaired if

managements estimate of its fair value is less than the catrying value and the difference is deemed to be other-than-temporary

In order to arrive at the estimates of fair value of our unconsolidated entities we use varying assumptions that may include

comparable sale prices market discount rates market capitalization rates and estimated future discounted cash flows specific to

the geographic region and property type For newly opened properties assumptions also include the timing of initial lease up at

the property In the event the initial lease up assumptions differ from actual results estimated future discounted cash flows may

vary resulting in impairment charges in future periods

The impairments recorded during the year ended January 31 2011 at Central Station mixed-use land development project in

Chicago Illinois represent other-than-temporary impairnients in our investments of four unconsolidated entities which hold

investments in certain condominium buildings Due to the continued price deterioration of the Chicago condominium prices

we made strategic business decision during the year ended January 2011 to rent some of the condominium units This

decision combined with other changes in circumstances resulted in reduction of estimated discounted cash flows expected

from these entities which are key component in the associated fair value estimates As result the investments in the

unconsolidated entities were recorded at these reduced estimated fair values as of January 31 2011 resulting in the impairment

charges during the year ended January 31 2011

The impairment recorded during the year ended January 2011 at Village at Gulfttream Park specialty retail center in

Hallandale Beach Florida represents an other-than-temporary impairment in our investment The specialty retail center was

fully opened in February 2010 and was leased during the general economic downturn which resulted in longer initial lease up

period than originally projected and increased rent concessions to the existing tenant base once it was opened Based on these

conditions management revised its estimate of future discounted cash flows which are key component in the associated fair

value estimate As result the investment in the unconsolidated entity was recorded at its reduced estimated fair value as of

January 31 2011 resulting in impairment charge during the year ended January 31 2011
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We believe there is long-term value at Village at Gulfctream Park Additional development rights exist at and surrounding the

specialty retail center With additional leasing activity projected to occur we expect vacancies to decrease which will

contribute to increasing net operating income and cash flows from the specialty retail center We believe the above factors

along with improving market conditions will over longer period of time produce significant value to us

The following table summarizes our impairment of unconsolidated entities

Years Ended January 31

2011 2010 2009

in t/ioioandi

Mixed-Use Land Development

Central Station

One Museum Park West Chicago Illinois 8250

Museum Park Place Two Chicago Illinois 4461

One Museum Park East Chicago Illinois 3237

1600 Museum Park Chicago Illinois 2363

Mercy Campus Park Chicago Illinois 1817

Old Stone Crossing at CaIdwell Creek Charlotte North Carolina 947 122 365

Aberdeen Highland Heights Ohio 510

Shamrock Business Center Paincsvillc Ohio 170 1150

Palmer Manatec County Florida 1214

Cargor VI Manatee County Florida 892

Office Buildings

818 Mission Street San Francisco California 4018

Bulletin Building San Francisco California 3543

Mesa del Sol Aperture Center Albuquerque Nc Mexico 2733
Mesa del Sol 5600 UnIversity SE Albuquerque New Mexico 1693

Specialty Retail Centers

Village at Gulfstream Park Hallandale Beach Florida 35000

Metreon San Francisco California 4595

Southgate Mall Yuma Ari7ona 101 1.350

El Centro Mall El Centro California 2.030

Coachella Plaza Coachella California 1870

Apartment Communities

Uptown Apartments Oakland California

Metropolitan Lofts Los Angeles California

Residences at University Park Cambridge Massachusetts

Fenimore Court Detroit Michigan

Pittsburgh Peripheral Commercial Group Land Project Pittsburgh Pennsylvania

Millender Center Detroit Michigan

Classic Residence by Hyatt Supported-Living Apartments Yonkers New York

Mercury Condominium Los Angeles California

Other

6781

2505

855

693

7217

10317

3152

260

36356

Write-Off of Abandoned Development Projects

On quarterly basis we review each project under development to determine whether it is probable the project will be

developed If we determine that the project will not be developed project costs are written off as an abandoned development

project cost We may abandon certain projects under development for number of reasons including but not limited to

changes in local market conditions increases in construction or financing costs or due to third party challenges related to

entitlements or public financing We wrote-off abandoned development projects of $8195000 $26739000 and $52211000
for the years ended January 31 2011 2010 and 2009 respectively which were recorded in operating expenses

In addition included in equity in earnings loss of unconsolidated entities are write-offs of $3045000 and $304000 for the

years ended January 2011 and 2010 respectively which represent our proportionate share of write-offs of abandoned

development projects of equity method investments We had no write-offs of abandoned development projects related to

unconsolidated entities for the year ended January 2009

_______
815

72459

3937

1107

8036

478

21285

62



Depreciation and Amortization

We recorded depreciation and amortization
expense

of $243847000 $260223000 and $259487000 for the years ended

January 31 2011 2010 and 2009 respectively which is decrease of$16376000 or 6.3c and an increase of $736000
or 0.3 compared to the same periods in the prior years The decrease for the year ended January 31 2011 compared to the

same period in the prior year is primarily attributable to the deconsolidation of nine entities due to the adoption of new

consolidation accounting guidance and the disposition of partial interests in three residential and seven commercial rental

properties offset by new property openings

Net Gain Loss on Disposition of Partial Interests in Rental Properties and Other Investment

The net gain loss on disposition of partial interests in rental properties and other investment is comprised of the following

Years Ended January 31
2011 2010 2009

in thousands

University Park Joint Venture 176192

The Nets 55112

Bernstein Joint Venture 29342

Other transaction costs 2656

257990

University Park Joint Venture

On February 22 2010 we formed joint venture with an outside partner HCN FCE Life Sciences LLC to acquire seven life

science office buildings in our mixed-use University Park project in Cambridge Massachusetts formerly wholly-owned by us

The seven life science office buildings are

Property

35 Landsdowne Street 202000 square feet

40 Landsdowne Street 215000 square feet

45/75 Sidney Street 277000 square feet

65/80 Landsdowne Street 122000 square feet

88 Sidney Street 145000 square feet

Jackson Building 99000 square feet

Richards Building 126000 square feet

For its 49 share of the joint venture the outside partner invested cash and the joint venture assumed approximately

$320000000 of nonrecourse mortgage debt on the seven buildings In exchange for the contributed ownership interest we
received net cash proceeds of $140545000 of which $135 17000 was in the form of loan from the joint venture resulting

in gain of $176192000 net of transaction costs of $31268000 during the year ended January 31 2011 Included in these

transaction costs were $23251000 of participation payments made to the ground lessor of the seven properties in accordance

with the respective ground lease agreements As result of this transaction we are accounting for the new joint venture and the

seven properties as equity method investments since both partners have joint control of the new venture and the properties We
will serve as asset and property manager for the buildings

The Nets

On May 12 2010 we through our consolidated subsidiary NSE closed on purchase agreement with the MP Entities

Pursuant to the terms of the purchase agreement the MP Entities invested $223000000 and made funding commitments

the Funding Commitments to acquire 80 of The Nets 45 of Arena and the right to purchase up to 20 of Atlantic

Yards Development Company LLC which will develop non-arena real estate In accordance with the Funding Commitments

the MP Entities agreed to thnd The Nets operating needs up to $60000000 including reimbursements to us for loans made to

cover The Nets operating needs from March 2010 to May 12 2010 totaling $15000000

The transaction resulted in change of controlling ownership interest in The Nets and pre-tax net gain recognized by us

of $55112000 $31437000 after noncontrolling interest This net gain is comprised of the gain on the transfer of ownership

interest to the new owner combined with the adjustment to fair value of the 20c retained noncontrolling interest

In accordance with accounting guidance on real estate sales the sale of45o interest in Arena was not deemed culmination of

the earning process since no cash was withdrawn therefore the transaction does not have an earnings impact
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The MP Entities have the right to put their Arena ownership interests to us during four-month period following the ten-year

anniversary of the completion of the Barclays Center arena for fair market value as defined in the agreement Due to the put

option the noncontrolling interest is redeemable and does not qualify as permanent equity As result this redeemable

noncontrolling interest is recorded in the mezzanine section of our consolidated balance sheet and will be reported at

redemption value which represents fair market value on recurring basis At January 2011 the estimated fair value

which is Level input is based on projected discounted cash flow model

NSE has similar right to put its noncontrolling interest in The Nets to the MP Entities at fair market value during the same

time period as the MP Entities have their put right on Arena

Bernstein Joint Venture

On February 19 2010 we formed new joint venture with the Bernstein Development Corporation to hold our previously held

investment interests in three residential properties located within the Washington D.C metropolitan area Both partners in the

new joint venture have 5000 interest and joint control over the properties These three properties totaling 1340 rental units

are

The Grand 549 units in North Bethesda Maryland

Lenax Club 385 units in Arlington Virginia and

Lenax Park 406 units in Silver Spring Maryland

We received $28922000 in cash proceeds and the joint venture assumed 163000000 of the nonrecourse mortgage debt on

the properties resulting in gains on disposition of partial interests in rental properties and other investment of $29342000 for

the year ended January 2011 As result of this transaction we are accounting for the new joint venture and the three

properties as equity method investments since both partners have joint control of the new venture and the properties We
continue to lease and manage the three properties on behalf of the joint venture

Other Transaction Costs

Other transaction costs of $2656000 represent costs incurred in connection with potential partial disposition in certain rental

properties During the year ended January 2011 we abandoned the proposed transaction and all related transaction costs

were expensed

Income Taxes

Income tax expense benefit for the years ended January 31 2011 2010 and 2009 was $69720000 $02229000
and S30024000 respectively The difference in the recorded income tax expense benefit versus the income tax expense

benefit computed at the statutory federal income tax rate is primarily attributable to state income taxes change in state net

operating losses additional general business credits changes to the valuation allowances associated with certain deferred tax

assets and various permanent differences between pre-tax generally accepted accounting principles GAAP income and

taxable income

At January 31 2011 we had federal net operating loss carryforward for tax purposes of $206051000 generated primarily

from the impact on our net earnings of tax depreciation expense from real estate properties and excess deductions from

stock-based compensation that will expire in the years ending January 31 2024 through January 2031 charitable

contribution deduction carryforward of $37273000 that will expire in the years ending January 31 2012 through

January 2016 General Business Credit carryovers of $19070000 that will expire in the years ending January 2012

through January 31 2031 and an alternative minimum tax AMT credit carryforward of $29315000 that is available until

used to reduce federal tax to the AMT amount

Our policy is to consider variety of tax-deferral strategies including tax deferred exchanges when evaluating our ifiture tax

position We have full valuation allowance against the deferred tax asset associated with our charitable contributions We
have valuation allowance against our general business credits other than those general business credits which are eligible to

be utilized to reduce future AMT liabilities We have valuation allowance against certain of our state net operating losses and

credits These valuation allowances exist because we believe it is more likely than not that we will not realize these benefits

We apply the with-and without methodology for recognizing excess tax benefits from the deduction of stock-based

compensation The net operating loss available for the tax return as is noted in the paragraph above is greater than the net

operating loss available for the tax provision due to excess deductions from stock-based compensation reported on the return

as well as the impact of adjustments to the net operating loss under accounting guidance on accounting for uncertainty in

income taxes As of January 31 2011 we have not recorded in our financial statements net deferred tax asset of

approximately $17264000 from excess stock based compensation deductions taken on our tax return for which benefit has

not yet been recognized in our tax provision
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Accounting for Uncertainty in Income Taxes

Unrecognized tax benefits represent those tax benefits related to tax positions that have been taken or are expected to be taken

in tax returns that are not recognized in the financial statements because we have either concluded that it is not more likely than

not that the tax position will be sustained if audited by the appropriate taxing authority or the amount of the benefit will be less

than the amount taken or expected to be taken in our income tax returns

As of January 31 2011 and 2010 we had unrecognized tax benefits of $408000 and $1611000 respectively We recognize

estimated interest payable on underpayments of income taxes and estimated penalties as components of income tax expense

As ofJanuary 31 2011 and 2010 we had approximately $100000 and $525000 respectively of accrued interest and penalties

related to uncertain income tax positions We recorded income tax expense benefit relating to interest and penalties on

uncertain tax positions of $424000 $61000 and $377000 for the years ended January 31 2011 2010 and 2009

respectively We settled an Internal Revenue Service audit of one of our partnership investments during the year ended

January 31 2010 which resulted in decrease in our unrecognized tax benefits in the amount of $174000 and decrease in

the associated accrued interest and penalties in the amount of $59000

We file consolidated United States federal income tax return Where applicable we file combined income tax returns in

various states and we file individual separate income tax returns in other states Our federal consolidated income tax returns

for the year ended January 31 2008 and subsequent years are subject to examination by the Internal Revenue Service Certain

of our state returns for the years ended January 2003 through January 31 2007 and all state returns for the year ended

January 31 2008 and subsequent years are subject to examination by various taxing authorities

reconciliation of the total amounts of our unrecognized tax benefits exclusive of interest and penalties is depicted in the

following table

Unrecognized Tax Benefit

January 31

2011 2010

in thousands

Balance beginning of year 1611 1481

Gross increases for tax positions of prior years 330

Gross decreases for tax positions of prior years 45
Gross increases for tax positions of current year

Settlements 174

Lapse of statutes of limitation 1151 26

Balance end of year 408 1611

The total amount of unrecognized tax benefits that would affect our effective tax rate if recognized as of January 31 2011

and 2010 is $121000 and $155000 respectively Based upon our assessment of the outcome of examinations that are in

progress the settlement of liabilities or as result of the expiration of the statutes of limitation for certain jurisdictions it is

reasonably possible that the related unrecognized tax benefits for tax positions taken regarding previously filed tax returns will

change from those recorded at January 31 2011 Included in the $408000 of unrecognized benefits noted above is $265000

which due to the reasons above could decrease during the next twelve months
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Discontinued Operations

Property Location

Coannercial Group

Simi Valley Town Center Sinii Valley California 612000 square feet

Investment in triple net lease property Pueblo Colorado 203000 square feet

Saddle Rock Village Aurora Colorado 294000 square feet

Grand Avenue Queens New York 100000 square feet

Residential Group
101 San Fernando San Jose California

Sterling Glen of Glen Cove Glen Cove New York

Sterling Glen of Great Neck Great Neck New York

Sterling Glen of Rye Brook Rye Brook New York

Sterling Glen of Lynbrook Lynbrook New York

In addition our Lumber Group strategic business unit was sold during the year ended January 31 2005 for $39085902

$35000000 of which was paid in cash at closing Pursuant to the terms of note receivable with interest rate from the

buyer the remaining purchase price was to be paid in four annual installments commencing November 12 2006 We deferred

gain of $4085902 approximately $2400000 net of tax relating to the note receivable due in part to the subordination to

the buyers senior financing The gain is recognized in discontinued operations and interest income is recognized in continuing

operations as the note receivable principal and interest are collected During the years ended January31 2010 and 2009 we

received the last two annual installments of$l250000 each which included $1172000 $718000 net oftax and $1108000

$080000 net of tax of the deferred gain respectively and $78000 and $142000 of interest income recorded in continuing

operations respectively

The operating results related to discontinued operations were as follows

Yea rs Ended January 31
2011 2010 2009

in thousandi

Revenues from real estate operations 17980 30685 46144

Expenses

Operating expenses

Depreciation and amortization

Impairment of real estate

Interest expense

Amortization of mortgage procurement costs

Interest income

Gain on disposition of rental properties and Lumber Group 51303

Earnings loss before income taxes 27975 21587

Income tax expense benefit

Current 3368

Deferred 15085 ________ _________
11717

Earnings loss from discontinued operations

Noncontrolling interest net of tax

Gain on disposition of rental properties 4211

Operating earnings loss from rental properties

Gain loss from discontinued operations attributable to Forest City Enterprises Inc

All revenues and expenses of discontinued operations sold or held for sale assuming no significant continuing involvement

have been reclassified in the Consolidated Statements of Operations for the years ended January 31 2011 2010 and 2009 We
consider assets held for sale when the transaction has been approved and there are no significant contingencies related to the

sale that niay prevent the transaction from closing There were no assets classified as held for sale at January 31 2011 or 2010

The following table lists rental properties included in discontinued operations

Square Feetl

Number of Units

Year Year Year

Period Ended Ended Ended

Disposed 113112011 1/31/2010 1/31/2009

Q4-20l0

Q4-2010

Q3 2010

Ql-2009

Q2-2010

Q3-2009

Q3-2009

Q4-2008

Q2-2008

323 units

80 units

142 units

168 units

130 units

Yes Yes Yes

Yes Yes Yes

Yes Yes Yes

Yes Yes

Yes Yes Yes

Yes Yes

Yes Yes

Yes

Yes

7537 12449 16027

4170 8532 12240

79603 27394

91310 48375 28267

5830 9308 15045

124 315 656

5720

269

14405

16850

730
7596
8326

21077

14705

6372

16258 13261 10478

165 117 361

4376 117 361

20634 13144 10117
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Gain Loss on Disposition of Rental Properties and Lumber Group

The following table summarizes the pre-tax gain loss on disposition of rental properties and Lumber Group

Simi Valley Town Centei Regional Mall 46802

101 San Fernando Apartment Community 6204

Specialty Retail Centers

Saddle Rock Village 1428
Grand Avenue

Investment in triple net lease property 275

Sterling Glen Properties Supported-Living Apartments

Lumber Group
_________________________________________________

Total 51303

Gain Loss on Dispositiou of Unconsolidated Entities

Upon disposition investments accounted for on the equity method are not classified as discontinued operations therefore

gains or losses on the sale of equity method investments are reported in continuing operations when sold The following table

summarizes our proportionate share of gains and losses on the disposition of equity method investments which are included in

equity in earnings loss of unconsolidated entities

Millender Center hotel parking office and retail Detroit Michigan

Apartment Communities

Pebble Creek Twinsburg Ohio

Clarkwood Warrensville Heights Ohio

Granada Gardens Warrensville Heights Ohio

Boulevard Towers ..........................Amherst Ne York

Specialty Retail Centers

Woodbridge Crossing ................................................................Woodbridge New Jersey

Coaehella Plaza
................................................................... Coachella California

Southgate Mall Yuma Arizona

El Centro Mall El Centro California

Metreon San Francisco California

Classic Residence by Hyatt propeities

Office Buildings

One International Place
............................................................. Cleveland Ohio

Emery-Richmond ...............................................................
Warrensville Heights Ohio

Total

Years Ended January 31

2011 2010 2009

Years Ended January 31

2011 2010 2009

in tI7OflU2CIS

4548

13297

1172 1108

5720 14405

in thonsand.s

15633

22 15

6983

6577

4498

31703

49761

6443

104

64

48

1046

23.461

881

200

1081
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FINANCIAL CONDITION AND LIQUIDITY

Ongoing economic conditions continue to put downward pressure on occupancies rent levels and property values in addition to

the negative impact on the availability of and access to bank credit and capital particularly for the real estate industry

Originations of new loans for commercial mortgage backed securities are showing signs of improvement but compared to the

levels in 2006 and 2007 are still very limited Financial institutions have significantly reduced their lending with an emphasis

on reducing their exposure to commercial real estate Commercial lending for land acquisition and construction loans are

extremely difficult to obtain While the long-term impact is still unknown borrowing costs for us will likely continue to rise

and financing levels will continue to decrease over the foreseeable fl.iture

Our principal sources of finds are cash provided by operations including land sales the bank revolving credit facility

nonrecourse mortgage debt and notes payable dispositions of operating properties or development projects through sales or

equity joint ventures proceeds from the issuance of senior notes proceeds from the issuance of common or preferred equity

and other financing arrangements Our principal uses of funds are the financing of development projects and acquisitions of

real estate capital expenditures for our existing portfolio and principal and interest payments on our nonrecourse mortgage

debt notes payable and bank revolving credit facility interest payments on our outstanding senior notes and dividend

payments on our newly issued Series preferred stock

Our primary capital strategy seeks to isolate the operating and financial risk at the property level to maximize returns and

reduce risk on and of our equity capital As such substantially all of our operating and development properties are separately

encumbered with nonrecourse mortgage debt and notes payable We do not cross-collateralize our mortgage debt and notes

payable outside of single identifiable project We operate as C-corporation and retain substantially all of our internally

generated cash flows This cash flow together with refinancing and property sale proceeds has historically provided us with

the necessary liquidity to take advantage of investment opportunities The economic downturn and its impact on the lending

and capital markets reduced our ability to finance development and acquisition opportunities and also increased the required

rates of return to make hew investment opportunities appealing As result of these market changes we have dramatically cut

back on new development and acquisition activities

Despite the dramatic decrease in development activities we still intend to complete all projects that are under construction We
continue to make progress on certain other pre-development projects primarily located in core markets The cash we believe is

required to find our equity in projects under construction and development plus any cash necessary to extend or paydown the

remaining 2011 debt maturities is anticipated to exceed our cash from operations As result we intend to extend maturing

debt or repay it with net proceeds from property sales equity joint ventures or future debt or equity financing We continue to

successfl.illy extend maturing nonrecourse debt as described in more detail below We also generated significant proceeds from

property sales and equity joint ventures of 191345000 during the year ended January 31 2011

During 2010 we continued our momentum from 2009 of addressing future liquidity needs related to our near to mid-term

senior unsecured notes In March 2010 we exchanged $178749000 of our senior notes due 2011 2015 and 2017

for $170000000 of Series preferred stock At the same time we issued an additional $50000000 of Series preferred

stock for cash which was used to defray offering costs and costs associated with entering into equity call hedge transactions

with the remaining $26900000 used for general corporate purposes The transactions involving the Series preferred stock

strengthened our balance sheet by replacing at discount recourse senior debt having near to mid-terni maturities with

permanent equity while generating modest amount of liquidity During June 2010 we further addressed our senior note

maturities when we purchased on the open market $19030000 face value of our unsecured senior notes due 2011 and 2017 for

$16569000 In January 2011 we further reduced our unsecured senior debt when we exchanged $110000000 of our

Convertible Senior Notes due 2016 for 9774039 shares of Class common stock In total during 2010 we have reduced the

principal balance of our near to mid-term senior notes by approximately $308000000 and only invested $16569000 of cash

to accomplish this debt reduction We continue to explore various other options to strengthen our balance sheet and enhance

our liquidity but can give no assurance that we can accomplish any of these other options on favorable terms or at all If we
cannot enhance our liquidity it could adversely impact our growth and result in further curtailment of development activities

We are currently in negotiations with our bank group to enter into Third Amended and Restated Credit Agreement and Third

Amended and Restated Guaranty of Payment of Debt collectively the 2011 Credit Agreement We currently have bank

commitments for available borrowings in excess of $400000000 We anticipate the 2011 Credit Agreement having similar

but less restrictive terms to those in our current Credit Agreement and anticipate the 2011 Credit Agreement to be signed by all

parties during the quarter ended April 30 2011

As of January 31 2011 we had $1210850000 of mortgage financings with scheduled maturities during the fiscal year ending

January 2012 of which $74551000 represents scheduled payments Subsequent to January 31 2011 we have addressed

$296677000 of these remaining 2011 maturities through closed transactions commitments and/or automatic extensions We
also have extension options available on $462964000 of these 2011 maturities all of which require some predefined condition

in order to qualify for the extension such as meeting or exceeding leasing hurdles loan to value ratios or debt service coverage

requirements We cannot give assurance that the defined hurdles or milestones will be achieved to qualify for these extensions
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We are currently in negotiations to refinance and/or extend the remaining $376658000 of nonrecourse debt scheduled to

mature during the year ending January 31 2012 We cannot give assurance as to the ultimate result of these negotiations As

with all nonrecourse mortgages if we are unable to negotiate an extension or otherwise refinance the mortgage we could go

into default and the lender could commence foreclosure proceedings

As of January 31 2011 we had three nonrecourse mortgages greater than five percent of our total nonrecourse mortgage debt

and notes payable rhe mortgages encumbered by New York limes an otfice building in Manhattan New York

Spruce Street formerly Beekman mixed-use residential project under construction in Manhattan New York and

Westchesters Ridge Hill retail center currently under construction in Yonkers New York have outstanding balances

of $640000000 $635000000 and $379363000 respectively at January 312011

As of January 31 2011 our share of nonrecourse mortgage debt and notes payable recorded on our unconsolidated subsidiaries

amounted to $1713367000 of which $177957000 $18362000 represents scheduled principal payments was scheduled to

mature during the year ending January 31 2012 Subsequent to January 31 2011 we have addressed $41699000 of

these 2011 maturities through closed nonrecourse mortgage transactions commitments and/or automatic extensions We also

had extension options on $12710000 of these 2011 maturities all of which require some predefined condition in order to

qualify for the extension We cannot give assurance that the defined hurdles or milestones will be achieved to qualify for the

extensions Negotiations are ongoing on the remaining 2011 maturities hut we cannot give assurance that we will ohtain these

financings on favorable terms or at all

We have one nonrecourse mortgage amounting to $73500000 that is in default as of January 31 2011 While we are actively

negotiating with the lender to resolve the mortgage default there is no assurance that the negotiations will be successful If we

are unable to successfully negotiate an extension the lender could foreclose and take possession of this real estate asset The

loss of the property would not have significant impact to our financial condition cash flows or liquidity

One of our joint ventures accounted for under the equity method of accounting has nonrecourse mortgage that is past due or

in default at January 31 2011 our proportional share of this mortgage is $887000 If we go into default and are unable to

negotiate an extension or otherwise cure the default the lender could commence foreclosure proceedings and we could lose the

carrying value of our investment in the project amounting to $4195000 at January 31 2011

Bank Revolving Credit Facility

On January 29 2010 we and our 15-member bank group entered into Second Amended and Restated Credit Agreement and

Second Amended and Restated Guaranty of Payment of Debt collectively the Credit Agreement The Credit Agreement

which matures on February 2012 provides for total borrowings of $500000000 subject to permanent reduction as we
receive net proceeds from specified external capital raising events in excess of $250000000 see below The Credit

Agreement bears interest at either LIBOR-based rate or Base Rate Option The LIBOR Rate Option is the greater of 5.75c

or 3.75 over LIBOR and the Base Rate Option is the greater of the LIBOR Rate Option l.5 over the Prime Rate or 0.500

over the Federal Funds Effective Rate Up to 20c of the available borrowings may be used for letters of credit or surety

bonds Additionally the Credit Agreement requires specified amount of available borrowings to be reserved for the

retirement of indebtedness The Credit Agreement has number of restrictive covenants including prohibition on certain

consolidations and mergers limitations on the amount of debt guarantees and property liens that we may incur restrictions on

the pledging of ownership interests in subsidiaries limitations on the use of cash sources and prohibition on common stock

dividends through the maturity date The Credit Agreement also contains certain financial covenants including maintenance of

minimum liquidity debt service and cash flow coverage ratios and specified levels of shareholders equity all as defined in

the Credit Agreement At January 31 2011 we were in compliance with all of these financial covenants

We also entered into Pledge Agreement Pledge Agreement with various banks party to the Credit Agreement The

Pledge Agreement secures our obligations under the Credit Agreement by granting security interest to certain banks in our

right title and interest as member partner shareholder or other equity holder of certain direct subsidiaries including but not

limited to its right to receive profits proceeds accounts income dividends distributions or return of capital from such

subsidiaries to the extent the granting of such security interest would not result in default under project level financing or the

organizational documents of such subsidiary

On March 2010 we entered into first amendment to the Credit Agreement that permitted us to issue Series preferred

stock for cash or in exchange for certain of our senior notes The amendment also permitted payment of dividends on the

Series preferred stock so long as no event of default has occurred or would occur as result of the payment To the extent

the Series preferred stock was exchanged for specified indebtedness the reserve required under the Credit Agreement was

reduced on dollar for dollar basis under the terms of the first amendment
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On August 24 2010 we entered into second amendment to the Credit Agreement that sets forth the terms and conditions

under which we may in the future issue additional preferred equity with and without the prior consent of the administrative

agent but in either case without further specific amendment to the Credit Agreement These terms and conditions include

among others that majority of the proceeds from the additional preferred equity shall be used to retire outstanding senior

notes and that any dividends payable with respect to the additional preferred equity shall not exceed the aggregate debt service

on the senior notes retired plus $3000000 annually

On January 18 2011 we entered into third amendment to the Credit Agreement This amendment permitted us to make

certain amendments to convertible notes hedge transactions in connection with the retirement of $110000000 of

our Convertible Senior Notes due 2016 2016 Notes in exchange for Class common stock see the Senior and

Subordinated Debt section of the MDA In addition this amendment temporarily suspended the permanent reduction of

total revolving loan commitments as we receive net proceeds from specified external capital raising events from

January 18 2011 through March 31 2011

The available credit on the bank revolving credit facility is as follows

January 31
2011 2010

in thousands

Maximum borrowings 470336 500000

Less outstanding balances and reserves

Borrowings 137152 83516

Letters of credit 63418 90939

Surety bonds

Reserve for retirement of indebtedness 46891 105067

Available credit 222875 220478

Effective February 2011 maximum borrowings were further reduced to 8464.762 for specified extemal capital raising events
prior

to

Janusry 18 2011

Senior and Subordinated Debt

Our Senior and Subordinated Debt is comprised of the following

January 31

2011 2010

in thousands

Senior Notes

3.625c Puttable Equity Linked Senior Notes due 2011 net of discount ... 45480 98944

3.625c Puttable Equity-Linked Senior Notes due 2014 net of discount 198806 198480

7.625c Senior Notes due 2015 178253 300000

5.000c Convertible Senior Notes due 2016 90000 200000

6.500c Senior Notes due 2017 132144 150000

7.375c Senior Notes due 2034 100000 100000

Total Senior Notes

Subordinated Debt

Subordinate Tax Revenue Bonds due 2013

744683 1047424

29000 29000

Total Senior and Subordinated Debt 773o83 1076424

On January 27 2011 we entered into separate privately negotiated exchange agreements with certain holders of

our 2016 Notes to exchange the notes for shares of Class common stock In order to induce the holders to make the

exchange we agreed to increase the exchange rate from 1.8894 shares of Class common stock per $1000 principal amount

of notes to 88.8549 shares which factors in foregone interest to the holders among other inducements Under the terms of the

agreements holders agreed to exchange $110000000 in aggregate principal amount of notes for total of 9774039 shares of

Class common stock Any accrued but unpaid interest was paid in cash Under the accounting guidance for induced

conversions of convertible debt the additional amounts paid to induce the holders to exchange their notes was expensed

resulting in loss of $3 1689000 during the year ended January 31 2011 which is recorded as early extinguishment of debt
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On June 2010 and June 22 2010 we purchased on the open market $12030000 in principal amount of our 6.500% senior

notes due 2017 and $7000000 in principal amount of our 3.625% puttable equity-linked senior notes due 2011 respectively

These purchases resulted in gain net of associated deferred financing costs of $1896000 during the year ended

January 31 2011 which is recorded as early extinguishment of debt

On March 2010 we entered into sepal ate privately negotiated exchange agreements with certain holders of three separate

series of our senior notes due 2011 2015 and 2017 Under the terms of the agreements these holders agreed to exchange their

notes for new issue of Series preferred stock Amounts exchanged in each series are as follows $51176000 of 3.625

puttable equity linked senior notes due 2011 $121747000 of7.625o senior notes due 2015 and $5826000 of6.500o senior

notes due 2017 which were exchanged for $50664000 $114442000 and $4894000 of Series preferred stock

respectively This exchange resulted in gain net of associated deferred financing costs of $6297000 during the year ended

January 31 2011 which is recorded as early extinguishment of debt

Puttable Equity-Linked Senior Notes due 2011

On October 10 2006 we issued $287500000 of 3.625% puttable equity-linked senior notes due October 15 2011

2011 Notes in private placement The notes were issued at par and accrued interest is payable senii annually in arrears on

April 15 and Oetobcr 15 During the year ended January 31 2009 we purchased on the open market $15000000 in principal

of our 2011 Notes resulting in gain net of associated deferred financing costs of $3692000 which is recorded as early

extinguishment of debt During the year ended January 31 2010 we entered into privately negotiated exchange agreements

with certain holders of the 2011 Notes to exchange $167433000 of aggregate principal amount of their 2011 Notes for new

issue of 3.625% puttable equity-linked senior notes due October 2014 This exchange resulted in gain net of associated

deferred financing costs of $4683000 which is recorded as early extinguishment of debt As discussed above on

June 22 2010 we purchased on the open market $7000000 in principal amount of our 2011 Notes Also discussed above on

March 2010 we retired $51176000 of 2011 Notes in exchange for Series preferred stock Therc was $46891000
$45480000 net of discount and $105067000 $98944000 net of discount of principal outstanding at January 31 2011

and 2010 respectively

Holders may put their notes to us at their option on any day prior to the close of business on the scheduled trading day

immediately preceding July 15 2011 only undcr the following circumstanccs during the five business-day period after any

five consecutive trading-day period the measurement period in which the trading price per note for each day of that

measurement period was less than 98 of the product of the last reported sale price of our Class common stock and the put

value rate as defined on each such day during any fiscal quarter if the last reported sale price of our Class common
stock for 20 or more trading days in period of 30 consecutive trading days ending on the last trading day of the immediately

preceding fiscal quarter exceeds 130 of the applicable put value price in effect on the last trading day of the immediately

preceding fiscal quarter or upon the occurrence of specified corporate events as set forth in the applicable indenture On
and after July 15 2011 until the close of business on the scheduled trading day immediately preceding the maturity date

holders may put their notes to us at any time regardless of the foregoing circumstances In addition upon designated event

as defined holders may require us to purchase for cash all or portion of their notes for 100 of the principal amount of the

notes plus accrued and unpaid interest if any as set forth in the applicable indenture At January 31 2011 none of the

aforementioned circumstances have been met

If note is put to us holder would receive cash equal to the lesser of the principal amount of the note or the put value and

ii to the extent the put value exceeds the principal amount of the note shares of our Class common stock cash or

combination of Class common stock and cash at our option The initial put value rate was 15.0631 shares of Class

common stock per $1000 principal amount of notes equivalent to put value price of $66.39 per share of Class common

stock The put value rate will be subject to adjustment in some events but will not be adjusted for accrued interest In addition

if fundamental change as defined in the applicable indenture occurs prior to the maturity date we will in some cases

increase the put value rate for holder that elects to put their notes

Concurrent with the issuance of the notes we purchased call option on our Class common stock in private transaction

The purchased call option allows us to receive shares of our Class common stock andlor cash from counterparties equal to

the amounts of Class common stock and/or cash related to the excess put value that we would
pay to the holders of the notes

if put to us These purchased call options will terminate upon the earlier of the maturity date of the notes or the first day all of

the notes are no longer outstanding due to put or otherwise In separate transaction we sold warrants to issue shares of our

Class common stock at an exercise price of $74.35 per share in private transaction If the average price of our Class

common stock during defined period ending on or about the respective settlement dates exceeds the exercise price of the

warrants the warrants will be settled in shares of our Class common stock
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The 2011 Notes are our only senior notes that qualify as convertible debt instruments that may be settled in cash upon
conversion including partial cash settlement The carrying amounts of our debt and equity balances related to the 2011 Notes

are as follows

January 31
2011 2010

in t/znnsands

Canying amount of equity component 7484 16769

Outstanding principal amount of the puttable equity-linked senior notes 46891 105067

Unamortized discount 1411 6123
Net canying amount of the puttable equity-linked senior notes 45480 98944

The unamortized discount will be amortized as additional interest expense through October 15 2011 The effective interest rate

for the liability component of the puttable equity-linked senior notes is 7.51c We recorded non-cash interest expense of

$1532000 $6809000 and $8943000 for the years ended January 31 2011 2010 and 2009 respectively We recorded

contractual interest expense of $2001000 $7973000 and $10252000 for the years ended January 31 2011 2010 and 2009
respectively

Puttable Equity-Linked Senior Notes due 2014

On October 72009 we issued $167433000 of 3.625% puttable equity-linked senior notes due October 15 2014

2014 Notes to certain holders in exchange for $167433000 of 2011 Notes discussed above Concurrent with the exchange

of 2011 Notes for the 2014 Notes we issued an additional $32567000 of 2014 Notes in private placement net of 5%
discount Interest on the 2014 Notes is payable semi-annually in arrears on April 15 and October 15 beginning April 15 2010

Net proceeds from the exchange and additional issuance transaction net of discounts and estimated offering expenses

was $29764000

Holders may put their notes to us at any time prior to the earlier of stated maturity or ii the Put Termination Date as

defined below Upon put note holder would receive 68.7758 shares of our Class common stock per $1000 principal

amount of notes based on put value price of$l4.54 per share of Class common stock subject to adjustment The amount

payable upon put of the notes is only payable in shares of our Class common stock except for cash paid in lieu of

fractional shares If the daily volume weighted average price of the Class common stock has equaled or exceeded 130%

$18.90 at January 2011 of the put value price then in effect for at least 20 trading days in any 30 trading day period we

may at our option elect to terminate the rights of the holders to put their notes to us If elected we are required to issue put

termination notice that shall designate an effective date on which the holders termination put rights will be terminated which

shall be date at least 20 days after the mailing of such put termination notice the Put Termination Date Holders electing

to put their notes after the mailing of put termination notice shall receive coupon make-whole payment in an amount equal

to the remaining scheduled interest payments attributable to such notes from the last applicable interest payment date through

and including October 15 2013 The coupon make-whole payment is payable at our option in either cash or Class common
stock

Senior Notes due 2015

On May 19 2003 we issued $300000000 of 7.625% senior notes due June 12015 2015 Notes in public offering

Accrued interest is payable semi-annually on December and June These senior notes may be redeemed by us in whole or

in part at any time on or after June 12008 at an initial redemption price of l03.8l3 that is systematically reduced to lOO0o

through June 12011 As of June 2010 the redemption price was reduced to 101.27l As previously discussed on

March 42010 we retired $121747000 of2OlS Notes in exchange for Series preferred stock

Convertible Senior Notes due 2016

On October 26 2009 we issued $200000000 of 2016 Notes in private placement The notes were issued at par and accrued

interest is payable semi-annually on April 15 and October 15 beginning April 15 2010 Net proceeds from the issuance net of

the cost of the convertible note hedge transaction described below and estimated offering costs were $177262000 As

previously discussed we retired $110000000 of 2016 Notes in exchange for Class common stock

Holders may convert their notes at their option at any time prior to the close of business on the second scheduled trading day

immediately preceding the maturity date Upon conversion note holder would receive 71 .8894 shares of our Class

common stock per $1000 principal amount of notes based on put value price of approximately $13.91 per share of Class

common stock subject to adjustment The amount payable upon conversion of the notes is only payable in shares of our

Class common stock except for cash paid in lieu of fractional shares
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In connection with the issuance of the notes we entered into convertible note hedge transaction The convertible note hedge

transaction is intended to reduce subject to limit the potential dilution with respect to our Class common stock upon

conversion of the notes The net effect of the convertible note hedge transaction from our perspective is to approximate an

effective conversion price of $16.37 per share The terms of the 2016 Notes are not affected by the convertible note hedge

transaction The convertible note hedge transaction which cost $15900000 $9734000 net of the related tax benefit was

recorded as reduction of shareholders equity through additional paid in capital In connection with the exchange transaction

previously discussed we terminated portion of the convertible note hedge which resulted in the receipt of cash proceeds

of $1869000

Senior Notes due 2017

On January 25 2005 we issued $150000000 of 6.500c senior notes due February 12017 2017 Notes in public

offering Accrued interest is payable semi-annually on February and August These senior notes may be redeemed by us
in whole or in part at any time on or after February 2010 at redemption price of lO3.25Oo beginning February 2010 and

systematically reduced to l00 through February 2013 As previously discussed on June 2010 we purchased on the

open market $12030000 in principal of our 2017 Notes Also previously discussed on March 42010 we retired $5826000
of 2017 Notes in exchange for Series preferred stock

Senior Notes due 2034

On February 10 2004 we issued $100000000 of 7.375o senior notes due February 2034 in public offering Accrued

interest is payable quarterly on February May August and November These senior notes may be redeemed by us in

whole or in part at any time at redemption price of 100o of the principal amount plus accrued interest

All of our senior notes are unsecured senior obligations and rank equally with all existing and future unsecured indebtedness

however they are effectively subordinated to all existing and future secured indebtedness and other liabilities of our

subsidiaries to the extent of the value of the collateral securing such other debt including the bank revolving credit facility The

indentures govenling the senior notes contain covenants providing among other things limitations on incurring additional debt

and payment of dividends

Subordinated Debt

In May 2003 we purchased $29000000 of subordinate tax revenue bonds that were contemporaneously transferred to

custodian which in turn issued custodial receipts that represent ownership in the bonds to unrelated third parties The bonds

bear fixed interest rate of7.875o We evaluated the transfer pursuant to the accounting guidance on accounting for transfers

and servicing of financial assets and extinguishment of liabilities and have determined that the transfer does not qualif for

sale accounting treatment principally because we have guaranteed the payment of principal and interest in the event that there

is insufficient tax revenue to support the bonds when the custodial receipts are subject to mandatory tender on

December 2013 As such we are the primary beneficiary of this VIE and the book value which approximated amortized

costs of the bonds was recorded as collateralized borrowing reported as senior and subordinated debt and as held-to-maturity

securities reported as other assets

Financing Arrangements

Collateralized Borrowings

On August 16 2005 the Park Creek Metropolitan District the District issued $58000000 Junior Subordinated Limited

Property Tax Supported Revenue Bonds Series 2005 the Junior Subordinated Bonds The Junior Subordinated Bonds

initially were to pay variable rate of interest Upon issuance the Junior Subordinated Bonds were purchased by third party

and the sales proceeds were deposited with trustee pursuant to the terms of the Series 2005 Investment Agreement Under the

terms of the Series 2005 Investment Agreement after March 2006 the District may elect to withdraw ftinds from the trustee

for reimbursement for certain qualified infrastructure and interest expenditures Qualifying Expenditures In the event that

funds from the trustee are used for Qualifying Expenditures corresponding amount of the Junior Subordinated Bonds

converts to an 8.500 fixed rate and matures in December 2037 Cnnverted Bonds 0n August 16 2005

Stapleton Land LLC consolidated subsidiary entered into Forward Delivery Placement Agreement FDA whereby

Stapleton Land LLC was entitled and obligated to purchase the converted fixed rate Junior Subordinated Bonds through

June 2008 The District withdrew $58000000 of finds from the trustee for reimbursement of certain Qualifying

Expenditures by June 2008 and the Junior Subordinated Bonds became Converted Bonds The Converted Bonds were

acquired by Stapleton Land LLC under the terms of the FDA Stapleton Land LLC immediately transferred the Converted

Bonds to investment banks and we simultaneously entered into TRS with notional amount of $58000000 We receive

fixed rate of 8.5c and pay the Securities Industry and Financial Markets Association SIFMA rate plus spread on the TRS

related to the Converted Bonds We determined that the sale of the Converted Bonds to the investment banks and simultaneous

execution of the TRS did not surrender control therefore the Converted Bonds have been recorded as secured borrowing
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During the years ended January 31 2011 2010 and 2009 consolidated subsidiaries of ours purchased $8000000 $5000000
and $10000000 respectively of the Converted Bonds from the investment banks Simultaneous to each purchase

corresponding amount of related TRS was terminated and the corresponding secured borrowing was removed from the

Consolidated Balance Sheets The fair value of the Converted Bonds recorded in other assets was $58000000 at both

January 31 2011 and 2010 The outstanding TRS contracts on the $35000000 and $43000000 of secured borrowings related

to the Converted Bonds at January 31 2011 and 20W respectively were supported by collateral consisting primarily of certain

notes receivable owned by us aggregating $29112000 We recorded net interest income of $1966000 $2331000
and $3205000 related to the TRS for the years ended January 2011 2010 and 2009 respectively

Other Financing Arrangements

In May 2004 Lehman purchased $200000000 in tax increment revenue bonds issued by the DURA with fixed-rate coupon
of 8.0 and maturity date of October 2024 which were used to fund the infrastructure costs associated with phase II of the

Stapleton development project The DURA bonds were transferred to trust that issued floating rate trust certificates Stapleton

Land LLC entered into an agreement with Lehman to purchase the DURA bonds from the trust if they were not repurchased or

remarketed between June 2007 and June 2009 Stapleton Land LLC was entitled to receive fee upon removal of the

DURA bonds from the trust equal to the 8.Oo coupon rate less the SIFMA index less all fees and expenses due to Lehman

collectively the Fee The Fee was accounted for as derivative with changes in fair value recorded through earnings On

July 12008 $100000000 of the DURA bonds were remarketed On July 15 2008 Stapleton Land LLC was paid

$13838000 of the fee which represented the fee earned on the remarketed DURA bonds

During the year ended January 31 2009 Lehman filed for bankruptcy and the remaining $100000000 of the DURA bonds

were transferred to creditor of Lehman As result we reassessed the collectability of the Fee and decreased the fair value of

the Fee to 8-0- resulting in an increase to operating expenses of $13816000 for the year ended January 31 2009

Stapleton Land LLC informed Lehman that it determined that Special Member Termination Event had occurred because

Stapleton Land LLC fulfilled all of its bond purchase obligations under the transaction documents by purchasing or causing

to be redeemed or repurchased all of the bonds held by Lehman and fulfilled all other obligations in accordance with the

transaction documents Therefore Stapleton Land LLC has no other financing obligations with Lehman We recorded interest

income of $4546000 related to the change in fair value of the Fee for the year ended January 31 2009

consolidated subsidiary of ours has committed to fund $24500000 to the District to be used for certain infrastructure

projects and has funded $22101000 of this commitment as of January 31 2011 In addition in June 2009 the consolidated

subsidiary committed to fund $10000000 to the City of Denver and certain of its entities to be used to fund additional

infrastructure projects and has funded $2913000 of this commitment as of January31 2011

Nonrecourse Debt Financings

We use taxable and tax-exempt nonrecourse debt for our real estate projects Substantially all of our operating and

development properties are separately encumbered with nonrecourse mortgage debt which in some limited circumstances is

supplemented by nonrecourse notes payable collectively nonrecourse debt For real estate projects financed with

tax-exempt debt we generally utilize variable-rate debt For construction loans we generally pursue variable-rate financings

with maturities ranging from two to five years For those real estate projects financed with taxable debt we generally seek

long-term fixed-rate financing for those operating projects whose loans mature or are projected to open and achieve stabilized

operations However due to the limited availability of long-term fixed rate nonrecourse debt based upon current market

conditions we are attempting to extend maturities with existing lenders

We are actively working to refinance and/or extend the maturities of the nonrecourse debt that is coming due in the

next 24 months During the year ended January 31 2011 we completed the following financings

Purpose of Financing Amount

In thansands

Refinancings 231255

Development projects 593208

Loan extensions/additional fundings 521164

1345627
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Interest Rate Exposure

At January 31 2011 the composition of nonrecourse debt was as follows

Total

Operating Development Land Weighted

Properties Projects Projects Total Average Rate

do/lois in lions onds

Fixed 3693.608 172635 9203 3875446 6.04c

Variable

Taxable 1554487 1000.775

Tax-Exempt

02/01/11 02/01/12

02/01/12-02/01 13

0201/13-02/01/14

02 0114-09 0117

Tax-Exempt Priced off of SIFMA Index

530728 203900

5778823 1377310

6882 2.562144

35000 769628

51085 7207218

4.50

________________________________________ ________
2.09c

______________________________________________________
5.07o

Total gross commitment from lenders 2027549 tIbS

Proceeds from outstanding debt ofSlSO165 described above are recoided as restricted cash and escrosed funds For bonds issued in conjunction

with development the full amount of the bonds is issued at the beginning of construction and must remain in escrow until costs are incurred

To mitigate short-term variable interest rate risk we have purchased interest rate hedges for our variable-rate debt as follows

Taxable Priced off of LIBOR Index

Caps Swaps

Notional Average Base Notional Average Base

Period Covered Amount Rate Amount Rate

do/lois vi thousondc

600192 5.18 1245900 377 55

491182 5.53 949800 4.46

489926 5.53 685000 5.43

640000 5.50

Caps

Nutiunal Average Base

Period Covered Amount Rate

do/lois in diousoods

02/01/11-02/01 12 174639 5.83

02/01/12-02/01/13 146239 5.80

02/01/13-02/01 14 10414 6.96

The tax-exempt caps expressed above mainly represent protection that was purchased in conjunction with lender hedging

requirements that require the borrower to protect against significant fluctuations in interest rates Outside of such requirements

we generally do not hedge tax-exempt debt because since 1990 the base rate of this type of financing has averaged 2.79s and

has never exceeded 8.00c

Forward Swaps

We purchased the interest rate hedges summarized in the tables above to mitigate variable interest rate risk We have entered

into derivative contracts that are intended to economically hedge certain of our interest rate risk even though the contracts do

not qualify for hedge accounting or we have elected not to apply hedge accounting In situations in which hedge accounting is

discontinued or not elected and the derivative remains outstanding we record the derivative at its fair value and recognize

changes in the fair value in our Consolidated Statements of Operations
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We have entered intn forward swaps tn prntect ourselves against fluctuations in the swap rate at terms ranging between five to

ten years associated with forecasted fixed rate borrowings At the time we secure and lock an interest rate on an anticipated

financing we intend to simultaneously terminate the forward swap associated with that financing At January 31 2010 we

had two forward swaps with an aggregate notional amount of $189325000 neither of which qualified for hedge accounting

The change in fair value of these swaps is marked to market through earnings on quarterly basis On May 2010 we

terminated one of these swaps As result at January 31 2011 we have one remaining forward swap outstanding with

notional amount of $60900000 Subsequent to January 31 2011 in conjunction with locking the rate on an upcoming

refinancing we terminated this swap Related to these forward swaps we recorded $1200000 $476 1000 and $14564000
for the

years ended January 2011 2010 and 2009 respectively as an increase reduction of interest expense

Sensitivity Analysis to Changes in Interest Rates

Including the effect of the protection provided by the interest rate swaps caps
and long-term contracts in place as of

January 31 2011 100 basis point increase in taxable interest rates including properties accounted for under the equity

method corporate debt and the effect of interest rate floors would increase the annual pre-tax interest cost for the

next 12 months of our variable-rate debt by approximately $9817000 at January 31 2011 Although tax-exempt rates

generally move in an amount that is smaller than corresponding changes in taxable interest rates 100 basis point increase in

tax-exempt rates including properties accounted for under the equity method would increase the annual pre-tax interest cost

for the next 12 months of our tax-exempt variable-rate debt by approximately $8680000 at January 2011 This analysis

includes portion of our taxable and tax-exempt variable-rate debt related to construction loans for which the interest expense

is capitalized

From tinie to time we and/or certain of our joint ventures the Joint Ventures enter into TRS on various tax-exempt

fixed-rate borrowings generally held by us and/or within the Joint Ventures The IRS convert these borrowings from fixed

rate to variable rate and provide an efficient financing product to lower the cost of capital In exchange for fixed rate

the TRS require that we and/or the Joint Ventures pay variable rate generally equivalent to the SIFMA rate plus spread At

January 31 2011 the SIFMA rate was 0.29 Additionally we and/or the Joint Ventures have guaranteed the fair value of the

underlying borrowing Any fluctuation in the value of the TRS would be offset by the fluctuation in the value of the underlying

borrowing resulting in minimal financial impact to us and/or the Joint Ventures At January 2011 the aggregate notional

amount of TRS that are designated as fair value hedging instruments was $280885000 The underlying TRS borrowings are

subject to fair value adjustment In addition we have TRS with notional amount of $140800000 that is not designated as

fair value hedging instruments but is subject to interest rate risk

Cash Flows

Operating Activities

Net cash provided by operating activities was $267247000 $420329000 and $306535000 for the years ended

January 31 2011 2010 and 2009 respectively The decrease in net cash provided by operating activities for the year ended

January 2011 compared to the year ended January 31 2010 of $153082000 and the increase in net cash provided by

operating activities for the year ended January 31 2010 compared to the year ended January 2009 of $113794000 are the

result of the following

Years Ended January 31

2011 vs 2010 2010 vs 2009

in houand5

Decrease in rents and other revenues received 85924 9542

Decrease increase in interest and other income received 18304 59311

Increase decrease in cash distributions from unconsolidated entities 7032 12741
Increase decrease in proceeds from land sales Land Development Group 11405 9664

Increase decrease in proceeds from land sales Commercial Group 5269 6288

Increase decrease in land development expenditures 17340 22789

Increase decrease in operating expenditures 39835 67020

Increase in restricted cash and escrowed funds used for operating purposes 26784 11352
Decrease in interest paid 11399 14261

Net decrease increase in cash provided by operating activities 153082 113794
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Investing Activities

Net cash used in investing activities was $847049000 $1153946000 and $1270156000 for the years ended

January 31 2011 2010 and 2009 respectively The net cash used in investing activities consisted of the following

Proceeds from disposition of rental properties and other investments

Disposition of partial interests in aeven buildings in our Unieersits Pork
project

in Cambridge Massachusetts

Disposition of partial usterests in The Gsond Lenor Club and Lenov Pork apartment communities

in the Washington D.C metropolitan area

101 Son Fesnosido an apartment community in San jose Califomia

Investment in triple net lease property

Soc/die Rock Villoge specialty retail center in Aorora Colorado

GrosidAsesiue specialty retail center in Queens New York

Four Sterling Glen
supported-living communities

Proceeds from note receivable related to disposition of Lumber Group

Ownership interest is parking management company and other

Total proceeds from disposition of rental properties
and other investments

Years Ended January 31

2011 2010 2009

in ilisssunds

132542

68485

31677

23465

20637

3744

3299

1723

1536

841

405

67

41

22930

19817

1506

949

243

82

6089

249.024

1730

5668

7764

2031

378

1958

583

626

2045

17103

12500

5064

3081

5254

132.329

8791

1692

22552

20237

3688

1610

2587

12500

5040

11677

4692

1532

82.079

723158 942609 1086367

20387 13153 36826

57226 2373 42.386

17085

141642

30219

2842

Capitsl expenditures

Payment of lease procurement costs

Increase decrease in other assets

liseresse decrease us restricted cash used for investing purposes

Bum clots Center sports arena coissplex in Brooklyn Nesv York currently under construction

Spruce Stmeet formerly Beeksnon mixed-use residential project under construction in Manhattan New York

Foisndsr Lofts an apartment eonsmsinity under constmetiois in Wsslungton D.C

At/untie Yomds mixed-use development project in Brooklyn New York

lVesschessery Ridge Hill retail eeister currently under eonstmetion in Yonkers New York

Midsussn Totters an apartment community in Parma Ohio

Aniemscosm Cigur Conmpont an apartment community in Richmond virginia

House Ms0 Lofts an
spsrtnsent community in Haverhill Massachusetts

Mcrcumitse Pluce on Mom an apsrtment community in DalIss Texas

Tsro jtv/csmoTeck Center an office building in Brooklyn Nesv York

One /sles ro Tech Centem an office building in Brooklyn New York

Foittnont Plozo an office building in San Jose Cslsfomia

Richmond Of/ice Pork an office building in Richmond Yirginsa

Collateral returned posted for fonvurd swap on Loss Rsrer Plow an unconsolidated retail project

in Msuhsttao New York

DKLB BKLH formerly 80 DeKollt ass apartment eonsmunmty in Brooklyn New York

250 Hmoen an office building in Cleveland Ohio

rem nmmnol Touei so office building in Cleseland Ohio

Lost hot en us she Villoge an apartment community in Besehwood Ohio

I/limsuis Science ond Techmmolugt Push Builrhsig an office building in Skokie Illinois

ii/oge us Gmdfssrcuni Posk specialty retail center in Hallandsle Beach Florida

Collateral resumed posted for TRS on Sterling Glen of Rye Brouk supported living community

in Rye Brook New York

Psumsmesmode Bulingbmuok regional mall in Bolingbrook Illinois

Hess Yosk TOnes an office buildmng in Manhattan New York

5ky55 an apartment complex in Chicago Illinois

Other

Total mimcrease in restricted cash used for
investing purposes .5

139457

28922

20534

1676

756

9042

2872

1172

13.016

33959

1108

4150

39.217191345
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Investing Activities continued

Years Ended January 31
2011 2010 2009

in iissisnils

Change in investments in and advances to affiliates investioent in or return of investment

Aeqaisnions

Legacy Arboretum and Barrington Pleicc aneonsolidated apartnient compleses

in Charlotte and Raleigh North Carolina 74401

Legocy Cio.saroods an unconsolidated apartment complex in Caiy North Carolata 4.631

8iS Mission Sircct an nnconsolidated office building in San Francisco California 7797

Dispnsitions

Meocon an unconsolidated specialty retail center in San Francisco California 17882

Millendes Center hotel parking office and retail in Detroit Michigan 14130

Pebble Creeh an unconsolidated apartment community in Tsvinsbarg Ohio 2065

One Intci national Place an unconsolidated office bnilding in Cleveland Oluo 1509

Enieiy Richniond an unconsolidated office building in Warrenssille Heights Oluo 300

Cln.isic Residence Ii Hyatt three unconsolidated supported-lis inn communities in Teaneek New Jersey

Chevy Chase Maiyland and Yonkers Ness York 30101

Land Development

Voadforest an anconsolidated project in Hoaston Texas 3850
Gladden Forms 11 an unconsolidated project in Marana Arizona 6312

San Antonio II an oneonsnlidated project in San Antonio Texas 1013 3010

Poseo delEste an unconsolidated project in Fl Paso Texas 3.040

Mesa del Sal an nnconsolidated project in Albuquerque Nesv Mexico 2041
Residential Projects

Astnnoi Ridge primarily refinancing proceeds froni an unconsolidated project in Sterling Heights Michigan 4886

Thc Grand Lenos Club andLcnws Park primarily proceeds from additional financing at the

unconsolidated entity that owns these apartment projects located in the Waslungton D.C metropolitan area 4000

Plinouth Squoie primarily refinancing proceeds from an unconsolidated project in Detroit Michigan 3467

Coinbiidge Toirers primarily refinancing proceeds from an unconsolidated project in Detroit Michigan 3453

Oceonpointe foams primarily related to proceeds from legal settleioent at

an unconsolidated project in Long Branch Nesv 3ersey 1502

Uptossn Aportnients an unconsolidated project in Oakland California 3497 4239 4.566

Bojside Village primarily refinancing proceeds from an unconsolidated project ni Sait Francisco California 10019

St lIaimb Villa primarily refinaimeing proceeds frmo an unconsolidated project in Newark Nesv Jersey 4030

1100 l0itshice an unconsolidated condominiuto project in Los Angeles California 2.275

Ohano Militoi3 Coninnontiem an unconsolidated military hausing complex in Honolulu Hasvait 2.212

Toniaroc primarily refinancing proceeds
from an unconsolidated

protect in Willoughby Ohio 4988

Nesv York City Projects

Lost Rivet Plaza an unconsolidated retail project in Manhattan Nesv York 20978 23.429

Botclass Center sports arena consplex in Brooklyn Nesv York currently under construction

excess funds from the year ended January 31 2009 svere reinvested daring eonstrnetion phase0 10590 7317

The Pets National Basketball Association member 45000 21670

Commercial Projects

Village at Gulfstreoni Pork an unconsolidated specialty retail center in Flallandale Beach Florida 10445 14297

Liberty Center contribution for the repayment of debt daring the year ended January 31 2011 and refinancing proceeds

from an uncoitsolidated office
building in Pittsburgh Pennsylvania daring

the
yeac

ended
January 312009 4300 9.961

Metreon no unconsolidated specialty retail center in San Francisco California

Prior to disposition during the second quarter of 2010 2024
San Fmaitcmsco Centre an unconsolidated regional mall in San Francisco California 2000

Mesa del Sal Fidelity an unconsolidated office building in Albuquerque Neu Mexirn 2055

Golden Gate an unconsolidated retail project in Mayfield Heights Ohio 2678
350 Mossochsaetta Avenue primarily refinancuig proceeds front an unconsolidated office building in

Cambridge Massachusetts 24417

Marketplace at River Pork primarily refinancing proceeds from an unconsolidated regional mall

in Fresno California 1920

Unconsolidated development activity in Las Vegas Nesadati 17.299

lVoteifi ant Station an unconsolidated developnteni project
in Washington D.C 10.961

Return of temporary advances from various Commercial Droop properties to implement uniform portfolio

cash management process 9527 28.100

Other net advances of investment of equity nmethuod investments and other advances to affiliates 4341 8154 3726
Total change in investments iii and advances to affiliates investment in or return of investment 11401 81314 61715

Net cash used in investing activities 847049 1153946 1270156

These projects changed from the equity method of accounting to full consolidation Amrtoonts represent investments in development projects prior to thin change to full

consolidation
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Financing Activities

Net cash provided by financing activities was $521769000 $717717000 and $976492000 for the
years ended

January 31 20112010 and 2009 respectively The net cash provided by financing activities consisted of the following

Years Ended January 31

2011 2010 2009

In t/inusnzd

658833

321629

876052

822416

16569

1869

4755
2520
1351

526

252

8310

44456

17556

11807

786
2621

181909

5636

20.7771

13818

572

14813

2176

2148

401

396

230

115

5557

9808

1267807

590909

670000

343500

10571

2.300

30723

1672
2148

1751

7.665

2051

2688

2981

2545

2509

1520

52529

9617

770972

260294

844000

1125 .9 84

20400

29764

193162

15900

36745 32756 34491

Proceeds from nonrecourse mortgage debt and notes payable

Principal payments on nonreeourse mortgage debt and notes payable

Borrowings on bank revolving credit facility

Payments on bank revolving credit facility

Payment of subordinated debt

Purchase of Puttable Equity-Linked senior Notes due 2011 and Senior Notes due 2017

Proceeds received from termination of Convertible Senior Note hedge

Proceeds from Puttable Equity Linked Senior Notes due 2014 net of $2803 of issuance costs and discount

Proceeds from Convertible SeniorNotes due 2016 net of $6838 of issuance costs

Payment of Convertible Senior Notes hedge transaction

Payment of deferred financing costs

Increase decrease in restricted cash and eserowed funds

Ten MeooTech Goiter an office building in Brooklyn New York

Higbee Building an office building in Cleveland Ohio

Shops ot Wiregross regional mall in Tampa Florida

John Hopkins 855 North Wolfe Street an office building in East Baltimore Maryland

Pornenode Bolingbrook regional mall in Bolingbrook Illinois

Homel Mill Lofts an apartment complex in Haverhill Massachusetts

5ky55 an apartment complex in Chicago Illinois

Eosthoven ot the Villoge an apartment community in Beachwood Ohio

100 Londsdowne an apartment complex in Cambridge Massachusetts

Lucky Strike an apartment complex in Richmond Virginia

Uptown Aportoients an apartment community in Oakland Califomia

Prosper land development project in Prosper Texas

Edgeworth Builduig an office building in Richmond Virginia

Metro 417 an apartment community in Los Angeles Califomis

101 Son Fernondo an apartment community in San Jose Califomis

Ste Ong Glen of Greot Neck supported living community in Great Neck New York

Other

Total increase decrease in restricted cash and escrowed hinds

Increase decrease in checks issued but not yet paid

Proceeds from issuance of Series preferred stock net of $5544 of issuance costs

Payment for equity call hedge related to the issuance of series preferred stock

Dividends paid to preferred shareholders

Dividends paid to common shareholders

Sale of common stock net

Payment in exchange for 119000 Class Common Units

Purchase of
treasury

stock

Exercise of stock options

Excess income tax benefit from stock-based compensation

Distribution of accumulated equity to noncontrolling partner

Contributions from redeemable noncontrolling interest

Contributions from noncontrolling interests

Distributions to noncontrolling interests

Net cash provided by financing activities

9632

33020

329917

3501
133 663

128 1133

3569
3710

21831 45643

12.3391 27.0691

521.769 717.717 976.492
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CLASS COMMON UNITS

Master Contribution Agreement

We and certain of oui affiliates entered into Master Contribution and Sale Agreement the Master Contribution Agreement
with Bruce Ratner Mr Ratner an Executive Vice President and Director of ours and certain entities and individuals

affiliated with Mr Ratnei the BCR Entities on August 14 2006 Pursuant to the Master Contribution Agreement on

November 2006 we issued Class Common Units Units in jointly-owned limited liability company to the BCR
Entities in exchange for their interests in total of 30 retail office and residential operating properties and certain service

companies all in the greater New York City metropolitan area We accounted for the issuance of the Units in exchange for the

noncontrolling interests under the purchase method of accounting The Units may be exchanged for one of the following forms

of consideration at our sole discretion an equal number of shares of our Class common stock or ii cash based on

formula using the as erage closing price of the Class common stock at the time of conversion or iii combination of cash

and shares of our Class common stock We have no rights to redeem or repurchase the Units At January31 2011 and 2010
3646755 Units were outstanding The carrying value of the Units of $186021000 is included as noncontrolling interests at

January3l2011 and 2010

Also pursuant to the Master Contribution Agreement we and Mr Ratncr agreed that certain projects under development would

remain owned jointly until such time as each individual project was completed and achieved stabilization As each of the

development projects achieves stabilization it is valued and we in our discretion choose among various options for the

ownership of the project following stabili7ation consistent with the Master Contribution Agreement The development projects

were not covered by the Tax Protection Agreement the Tax Protection Agreement that the parties entered into in

connection with the Master Contribution Agreement The Tax Protection Agreement indemnified the BCR Entities included in

the initial closing against taxes payable by reason of any subsequent sale of certain operating properties

During the year ended January 2010 sold one of the operating properties As result in accordance with the terms of

the Tax Protection Agreement we paid the BCR Entities $1695000 for tax indemnification during the year ended

January31 2011

New York Times and Twelve Metro Tech Center

Two of the development projects A/en Yorl Times an office building located in Manhattan New York and Twelve Metro Tech

Center an office building located in Brooklyn New York achieved stabilization in 2008 We elected to cause certain of our

affiliates to acquire for cash the BCR Entities interests in the two projects pursuant to agreements dated May 2008 and

May 12 2008 respectively In accordance with the agreements the applicable BCR Entities assigned and transferred their

interests in the two projects to affiliates of ours and will receive approximately $121000000 over 15-year period An
affiliate of ours has also agreed to indemnify the applicable BCR Entity against taxes payable by it by reason of subsequent

sale or other disposition of one of the projects The tax indemnity provided by the affiliate of ours expires on

December 2014 and is similar to the indemnities provided for the operating properties under the Tax Protection Agreement

The consideiatioti exchanged by us lot the BCR Entities interest in the two development projects has been accounted for

under the purchase method of accounting Pursuant to the agreements the BCR Entities received an initial cash amount

of $49249000 We calculated the net present value of the remaining payments over the 15 year period using discounted

interest rate This initial discounted amount of $56495000 was recorded in accounts payable and accrued
expenses and will

be accreted up to the total liability through interest expense over the next 15 years using the effective interest method

The following table summarizes the final allocation of the consideration exchanged for the BCR Entities interests in the two

projects in thousands

Completed rental properties 102378

Notes and accounts receivable net 132

Other assets 12513

Accounts payable and accrued expenses 9279

105744

Represents allocation lbi

Land boilding and tenant inipiosements associated ith the underlying real estate

Abos market leases

In place leases tenant relationships
aiid

leasing
commissions

Beloss market leases
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Exchange of Units

In July 2008 the BCR Entities exchanged 247477 of the Units We issued 128477 shares of our Class common stock

for 128477 of the Units and paid cash of $3501000 for 119000 Units We accounted for the exchange as purchase of

noncontrolling interests resulting in reduction of noncontrolling interests of $12624000 The following table summarizes

the components of the exchange transaction in thousands

Reduction of completed rental properties 5345

Reduction of cash and equivalents 3501

Increase in Class common stock par value 42

Increase in additional paid-in capital 3736

Total reduction of noncontrolling interest 12624

PREFERRED STOCK

Our 7.0c Series cumulative perpetual convertible preferred stock Series preferred stock ranks junior to all of our

existing and future debt obligations including convertible or exchangeable debt securities senior to our Class common stock

and Class common stock and any
future equity securities that by their terms rank junior to the Series preferred stock with

respect to distribution rights or payments upon our liquidation winding-up or dissolution equal with future series of preferred

stock or other equity securities that by their terms are on parity with the Series preferred stock and junior to any future

equity securities that by their terms rank senior to the Series preferred stock

Holders may convert the Series preferred stock at their option into shares of Class common stock at any time Upon

conversion the holder would receive approximately 3.3 shares of Class common stock per 550 liquidation preference of

Series preferred stock based on an initial conversion price of $15.12 per share of Class common stock subject to

adjustment We may elect to mandatorily convert some or all of the Series preferred stock if the Daily Volume Weighted

Average Price of our Class common stock equals or exceeds l50 of the initial conversion price then in effect for at least 20

out of 30 consecutive trading days If we elect to mandatorily convert some or all of the Series preferred stock we must

make Dividend Make-Whole Payment on the Series preferred stock equal to the total value of the aggregate amount of

dividends that would have accrued and become payable from March 2010 to March 2013 less any dividends already paid on

the Series preferred stock The Dividend Make-Whole Payment is payable in cash or shares of our Class common stock

or combination thereof at our option

COMMITMENTS AND CONTINGENCIES

We have various guarantees including indirect guarantees of indebtedness of others We believe the risk of payment under

these guarantees as described below is remote and to date no payments have been made under these guarantees

As of January 31 2011 we have guaranteed loan of $1400000 relating to our share of bond issue made by the Village of

Woodridge relating to Land Development Group project in suburban Chicago Illinois This bond issue guarantee terminates

April 30 2015 unless the bonds are paid sooner and is limited to $500000 in any one year We also had outstanding letters of

credit of $63418000 as of January 31 2011 The maximum potential amount of future payments on the guaranteed loan and

lerters of credit we could be required to make is the total amounts noted above

We have entered into certain partnerships whereby the outside investment partner is allocated certain tax credits These

partnerships typically require us to indemnify on an after-tax or grossed up basis the investment partner against the failure

to receive or the loss of allocated tax credits and tax losses At January 31 2011 the maximum potential payment under these

tax indemnity guarantees was approximately $132947000 of which $80931000 has been recorded in accounts payable and

accrued expenses We believe that all necessary requirements fnr qualificatinns far such fax credits have been and will

continue to be met and that our investment partners will be able to receive expense allocations associated with the properties

We do not expect to make any payments under these guarantees

Our mortgage loans are nonrecourse however in some eases lenders carve out certain items from the nonreeourse provisions

These carve-out items enable the lenders to seek recourse if we or the joint venture engage in certain acts as defined in the

respective agreements such as commit fraud intentionally misapply funds or intentionally misrepresent facts We have also

provided certain environmental guarantees Under these environmental remediation guarantees we must remediate
any

hazardous materials brought onto the property in violation of environmental laws The maximum potential amount of future

payments we could be required to make on the environmental guarantees is limited to the actual losses suffered or actual

remediation costs incurred portion of these carve-outs and guarantees have been made on behalf of joint ventures and we
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believe any liability would not exceed our partners share of the outstanding principal balance of the loans in which these

carve-outs and environmental guarantees have been made At January 31 2011 the outstanding balance of the partners share

of these loans was approximately $381665000 We believe the risk of payment on the carve-out guarantees is mitigated in

most cases by the fact that we manage the property and in the event our partner did violate one of the carve-out items we
would seek recovery from our partner for any payments we would make Additionally we further mitigate our exposure

through envirnnmental insurance and nther types nf insurance cnverage

We monitor our properties for the presence of hazardous or toxic substances Other than those environmental matters

identified during the acquisition of site which are generally remediated prior to the commencement of development we are

not aware of any environmental liability with respect to our operating properties that would have material adverse effect on

our financial position cash flows or results of operations However there can be no assurance that such material

environmental liability does not exist The existence of any such material environmental liability could have an adverse effect

on our results of operations and cash flow We carry environmental insurance and believe that the policy terms conditions

limits and deductibles are adequate and appropriate under the circumstances given the relative risk of loss the cost of such

coverage
and current industry practice

We customarily guarantee lien-free completion of projects under construction Upon completion as defined the guarantees are

released We currently provide the following complerion guarantees on our completed projects and projects under construction

and development

Percent

Total Costs Completed

do/las in thousands

At January 31 2011

Openings and acquisitions 837236 93
Under construction 2715018 67c

Total Real Estate 3552254 73

Additionally we have provided guaranty of payment performance and completion of certain obligations associated with

certain Military Housing Privatization Initiative MHPI projects These guarantees do not include guaranty of available

MHPI project sources and we cannot be compelled to replace deficiency in available sources In the event the guaranty were

called upon any money advanced by us would be replaced by appropriate sources available within the MHPI project Inclusive

of the available MHPI project sources we believe the maximum net exposure to be $89019000 at January 31 2011

Currently we anticipate further MHPI project sources will cover this maximum exposure and fl.iture advances by us will not be

required

In addition to what is stated above we have guaranteed the lender the lien free completion of certain horizontal infrastructure

associated with certain land development projects The maximum amount due by us under these completion guarantees is

limited to $71386000

Our subsidiaries have been successful in consistently delivering lien-free completion of construction and land projects without

calling our guarantees of completion

We are also involved in certain claims and litigation related to our operations and development Based on the facts known at

this time management has consulted with legal counsel and is of the opinion that the ultimate outcome of all such claims and

litigation will not have material adverse effect on our financial condition results of operations or cash flows

In connection with our through our subsidiary NSE August 2004 purchase of The Nets and our May 12 2010 sale of

an 8Oo interest in The Nets we certain subsidiaries and certain members have provided an indemnity guarantee to the NBA
for any losses arising from the transaction including the potential relocation of the team Our indemnity is effective as long as

we own an intcmcst in thc team The indcinnifieatiun pruvisiuns aic standard provisions that arc requircd by the NBA We and

the other indemnifying parties have insurance coverage of $100000000 in connection with such indemnity We evaluated the

indemnity guarantee and determined that the fair value of our liability for our obligations under the guarantee was not material

Certain of our ground leases include provisions requiring us to indemnify the ground lessor against claims or damages

occurring on or about the leased property during the term of the ground lease These indemnities generally were entered into

prior to the effective date of accounting guidance related to guarantees therefore they have not been recorded in our

consolidated financial statements at January 31 2011 The maximum potential amount of future payments we could be

required to make is limited to the actual losses suffered We mitigate our exposure to loss related to these indemnities through

insurance coverage
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We are party to an easement agreement under which we have agreed to indemnify third party for any claims or damages

arising from the use of the easement area of one of our development projects We have also entered into an environmental

indemnity at one of our development projects whereby we agree to indemnify third party for the cost of remediating any

environmental condition The maximum potential amount of future payments we could be required to make is limited to the

actual losses suffered or actual remediation costs incurred We mitigate our exposure to loss related to the easement agreement

and environmental indemnity through insurance coverage

We issued $40000000 guaranty in connection with certain environmental testing and subsurface investigation work that was

performed pursuant to temporary entry license agreement issued by the Metropolitan Transportation Authority and the Long

Island Rail Road Company in connection with the development of mixed-use project in Brooklyn New York Under the

terms of such license agreement the sum of the guaranty could be reduced two years after completion of the work if no

environmental response action was required because of the work and remain in place in such reduced amount for an additional

four years The work was completed on July 16 2006 and no environmental response action arose from the work

Accordingly the sum of the guaranty was reduced to $30000000 and will remain in place until July 16 2012 We are not

aware of any further environmental work related to this project or guarantee that would have material effect on our financial

position cash flows or results of operations

CONTRACTUAL OBLIGATIONS AND OFF-BALANCE SHEET ARRANGEMENTS

As of January 31 2011 we are subject to certain contractual obligations some of which are off-balance sheet as described in

the table below

Payments Due by Period

January 31

Total 2012 2013 2014 2015 2016 Thereafter

in t/totuattds

Long Tent Debt

Nonreeourse mortgage debt and notes payableW 7.207218 1210.150 1614780 993328 475.486 362627 2550147

Share of innrernmmrse ainrtnaoe debt and

notes payable of anconsoltdated entities 1.713367 177957 148687 77753 175010 137.133 996827

uank revolsiog ctedtt facility 137152 137152

Senior and sobordinated debt 773.683 45480 29000 198806 178253 322144

Interest payments on bug ten debt 2.861010 503689 435.397 358377 289955 245782 1027.880

Preferred stock dividends 77000 15400 15400 15400 15400 15400

Operating leases 565644 15684 14407 13.845 13.303 13435 494970

share of operating leases of onconsolidated entities 125761 2769 2756 2726 2660 2642 112.208

Constrnction contiacts 96983 93040 3943

Militatyttonstog constraetton contracts 266.827 169128 41758 29204 26737

Other 114638 89433 1647 4680 2562 1283 209

Total Contiactual Obligations 13939353 2.323.430 2.43075 1524313 1.199919 956.555 5504.385

We have substantial amount of nonrecourse mortgage debt the details of which are further dencribed within the Interest Rate Expoaure aection of

the MDA We are contractually obligated to pay the interest and principal
when due on theae mortgages Because we utilize mortgage debt aa one

of our primary nources of capital the balances and terms of the mortgagea and therefore the eatimate of future contractual obligationn including

interest payments arc subject to frequent changes due to property disponitionn mortgage refinancings changes in variable interest rates and new

mortgage debt in connection with property additions

The bank revolving credit facility matures on Fcbmary 2012

These amounts represent dividends that we are obligated to declare and pay on our 7.0 Series cumulative perpetual convertible preferred stock

For puuoscs of this table we assume that all preferred stock is converted into Class common stock on January 31 2016

These amounts ucprcscttt funds that we are obligated to pay under various constmction contracts related to our military housing projects where we act

as the constrsuction manager These obligations are primarily reimbursable costs from the respective projects
and corresponding account receivable is

recorded when the costs arc incurred

These amounts represent funds that we arc legally obligated to pay under various service contracts employment contracts and licenses over the next

several years as well as unrecognized tax benefits These contracts ate typically greater than one year and either do not contain cancellation clause or

cannot be terminated svithout substantial penalty We have several set-vice contracts with vendors related to our property management including

maintenance landscaping security and phone service In addition we have other service contacts that we enter into during our normal course of

business which extend beyond one year and are based on usage including snow plowing answering services copier maintenance and cycle painting

As we ate unable to predict the usage variables these contracts have been excluded from our summary of contractual
obligations at January 31 2011

Sec the Financing Arrangements section of the MOA for information on certain off balance sheet arrangements related to Stapleton that are

included in the table above
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INFLATION

Substantially all of our long-term leases contain provisions designed to mitigate the adverse impact of inflation Such

provisions include clauses enabling us to receive additional rental income from escalation clauses which generally increase

rental rates during the terms of the leases and or percentage rentals based on tenants gross sales Such escalations are

determined by negotiation increases in the consumer price index or similar inflation indices In addition we seek increased

rents upon renewal at market rates for our short-term leases Most of our leases require the tenants to pay share of operating

expenses including common area maintenance real estate taxes insurance and utilities thereby reducing our exposure to

increases in costs and operating expenses resulting from inflation

LEGAL PROCEEDINGS

We are involved in various claims and lawsuits incidental to our business and management and legal counsel believe that these

claims and lawsuits will not have material adverse effect on our consolidated financial statements

NEW ACCOUNTING GUIDANCE

The following accounting pronouncements were adopted during the year ended January 31 2011

In January 2010 the Financial Accounting Standards Board FASB issued amendments to the accounting guidance on fair

value measurements and disclosures This guidance requires that an entity disclose separately the amounts of significant

transfers in and out of Level and Level fair value measurements and describe the reasons for the transfers It also requires

an entity to present separately information about purchases sales issuances and settlements in the reconciliation for fair value

measurements using significant unobservable inputs Level This guidance clarifies existing disclosures related to the level

of disaggregation and inputs and valuation techniques This guidance is effective for annual and interim reporting periods

beginning after December 15 except for the disclosures related to Level fair value measurements which are effective

for fiscal years beginning after December 15 2010 Early adoption is permitted The adoption of this guidance related to the

Level and Level fair value measurements on February 2010 did not have material impact on our consolidated financial

statements We do not expect the adoption of the guidance related to the Level fair value measurement disclosures to have

material impact on our consolidated financial statement disclosures

In June 2009 the FASB issued an amendment to the accounting guidance for consolidation of VIEs to require an ongoing

reassessment of determining whether variable interest gives company controlling financial interest in VIE This

guidance eliminates the quantitative approach to determining whether company is the primary beneficiary of VIE

previously required by the guidance for consolidation of VIEs The guidance is effective for annual and interim reporting

periods beginning after November 15 2009 The adoption of this guidance on February 2010 did not have material impact

on our consolidated financial statements

The following new accounting pronouncements will be adopted on their respective required effective date

In December 2010 the FASB issued an amendment to the accounting guidance on the disclosure of supplementary pro forma

information for business combinations This guidance specifies that if public entity is required to present pro forma

comparative financial statements for business combinations that occurred during the current reporting period the entity should

disclose revenue and earnings of the combined entity as though the business combinations that occurred during the current

year had occurred as of the beginning of the comparable prior annual reporting period only The guidance is effective for fiscal

years beginning on or after December 15 2010 Early adoption is permitted We do not expect the adoption of this accounting

guidance to have material impact on our consolidated financial statement disclosures

In Decemher 2010 the FASH issued an amendment to the accounting guidance on goodwill and nther intangible assets This

guidance specifies when to perform Step of the goodwill impairment test for reporting units with zero or negative carrying

amounts For those reporting units with zero or negative carrying amounts an entity is required to perform Step of the

goodwill impairment test if it is niore likely than not that goodwill impairment exists In determining whether it is more

likely than not that goodwill impairment exists an entity should consider whether there are any adverse qualitative factors

indicating that an impairment may exist The guidance is effective for fiscal years beginning after December 15 2010 Early

adoption is not permirted We do not expect the adoption of this accounting guidance to have material impact on our

consolidated financial statements
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SUBSEQUENT EVENTS

CEO Succession

On March 2011 we announced that President and CEO Charles Ratner will become Chairman of the Board and will be

succeeded as President and CEO by David LaRue currently Executive Vice President and COO The changes are part of

our succession planning process and will be effective on the date of our Annual Meeting of Shareholders on June 10 2011

Casino Related Agreements

On February 2011 we announced the closing of the sale of approximately 16 acres of land together with air rights to Rock

Ohio Caesars Cleveland LLC Rock Ohio for $85000000 The land is adjacent to our Tower City Center mixed-use

complex We received deposit of $11000000 at closing on January 31 2011 $33900000 in February 2011 with the

remaining purchase price payable in installments in 2011 and 2012

On February 23 2011 we signed lease agreement with Rock Ohio for space at the Higbee Building within our Tower City

Center mixed-use complex Rock Ohio will use the space for Phase of its new Horseshoe Casino Cleveland The five-year

lease which includes extension options is for approximately 303000 square feet on the lower level and first second and third

floors of the building

Property Disposition

In February 2011 we completed the sale of our 5000 interest in Met Ltts an unconsolidated apartment community in

Los Angeles California.to our 500o partner The sale generated net cash proceeds of approximately $13200000

In February 2011 we completed the sale of the Charleston Marriott in Charleston West Virginia for $25500000 The sale

generated net cash proceeds of approximately $8600000
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INFORMATION RELATING TO FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K together with other statements and information publicly disseminated by us contains

forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 as amended and Section 21E

of the Securities Exchange Act of 1934 as amended Such statements reflect managements current views with respect to

financial results related to future events and are based on assumptions and expectations that may not he realized and are

inherently subject to risks and uncertainties many of which cannot be predicted with accuracy and some of which might not

even he anticipated Future events and actual results financial or otherwise may differ from the results discussed in the

forward-looking statements Risk factors discussed in Item IA of this Form 10-K and other factors that might cause

differences some of which could be material include but are not limited to the impact of current lending and capital market

conditions on our liquidity ability to finance or refinance projects and repay our debt the impact of the current economic

environment on the ownership development and management of our real estate portfolio general real estate investment and

development risks vacancies in our properties further downturns in the housing market competition illiquidity of real estate

investments bankruptcy or defaults of tenants anchor store consolidations or closings international activities the impact of

terrorist acts risks associated with an investment in professional sports team our substantial debt leverage and the ability to

obtain and service debt the impact of restrictions imposed by our credit facility and senior debt exposure to hedging

agreements the level and volatility of interest rates the continued availability of tax-exempt government financing the impact

of credit rating downgrades effects of uninsured or underinsured losses effects of downgrade or failure of our insurance

carriers environmental liabilities conflicts of interest risks associated with the sale of tax credits risks associated with

developing and managing properties in partnership with others the ability to maintain effective internal controls compliance

with governmental regulations increased legislative and regulatory scrutiny of the financial services industry volatility in the

market price of our publicly traded securities inflation risks litigation risks as well as other risks listed from time to time in

our reports filed with the Securities and Exchange Commission We have no obligation to revise or update any forward-looking

statements other than .imposed by law as result of future events or new information Readers are cautioned not to place

undue reliance on such forward-looking statements

Item 7A Quantitative and Qualitative Disclosures About Market Risk

Ongoing economic conditions continue to negatively impact the lending and capital markets Our market risk includes the

increased difficulty or inability to obtain construction loans refinance existing construction loans into long-term fixed-rate

nonrecourse financing refinance existing nonrecourse financing at maturity obtain renewals or replacement of credit

enhancement devices such as letters of credit or otherwise obtain finds by selling real estate assets or by raising equity see

the Lending and Capital Market Conditions May Negatively Impact Our Liquidity and Our Ability to Finance or Refinance

Projects or Repay Our Debt section of Item Risk Factors We also have interest rate exposure on our current variable-

rate debt portfolio During the construction period we have historically used variable-rate debt to finance developmental

projects At January 2011 our outstanding variable-rate debt consisted of $2699296000 of taxable debt and $769628000

of tax-exempt debt Upon opening and achieving stabilized operations we have historically procured long-term fixed-rate

financing for our rental properties However due to the current market conditions when available we are currently extending

maturities with existing lenders at current market terms Additionally we are exposed to interest rate risk upon maturity of our

long-term fixed-rate finaneings

continued on next page
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To mitigate short-term variable interest rate risk we have purchased interest rate hedges for our variable-rate debt as follows

Taxable Priced off of LIBOR Index

Caps Swaps

Notional Average Base Notional Average Base

Period Covered Amount Rate Amount Rate

dollars in thousands

02/01 11-02/01 12 600192 5.1800 1245900 3.7700

02/01/12-02/01/13 491182 5.53 949800 4.46

02/01/13-02/01 14 489926 5.53 685000 5.43

02/01/14-09/01/17 640000 5.50

Tax-Exempt Priced off of SIFMA Index

Caps

Notional Average Base

Period Covered Amount Rate

dalla .s at thousands

02/01/11-02/01/12 174.639 5.8300

02/01 12-02/01/13 146239 5.80

02/01 13-02 01 14 10414 6.96

The tax-exempt caps expressed above mainly represent protection that was purchased in conjunction with lender hedging

requirements that require the borrower to protect against signiticant fluctuations in interest rates Outside of such

requirements we generally do not hedge tax-exempt debt because since 1990 the base rate of this type of financing has

averaged 2.79o and has never exceeded 8.00%

Forward Swaps

We have entered into forward swaps to protect ourselves against fluctuations in the swap rate at terms ranging between five to

ten years associated with forecasted fixed rate borrowings At the time we secure and lock an interest rate on an anticipated

financing we intend to simultaneously terminate the forward swap associated with that financing At January 2010 we
had two forward swaps with an aggregate notional amount of $189325000 neither of which qualified for hedge accounting

The change in fair value of these swaps is marked to market through earnings on quarterly basis On May 2010 we
terminated one of these swaps As result at January 31 2011 we have one remaining forward swap outstanding with

notional amount of $oO900000 Subsequent to January 31 2011 in conjunction with locking the rate on an upcoming

refinancing we terminated this swap

Sensitivity Analysis to Chaages in Interest Rates

Including the effect of the protection provided by the interest rate swaps caps and long term contracts in place as of

January 31 2011 100 basis point increase in taxable interest rates including properties accounted for under the equity

method corporate debt and the effect of interest rate floors would increase the annual pre-tax interest cost for the

next 12 months of our variable-rate debt by approximately $9817000 at January 2011 Although tax-exempt rates

generally move in an amount that is smaller than corresponding changes in taxable interest rates 100 basis point increase in

tax-exempt rates including properties accounted for under the equity method would increase the annual pre-tax interest cost

for the next 12 months of our tax-exempt variable-rate debt by approximately $8680000 at January 31 2011 This analysis

includes portion of our taxable and tax-exempt variable-rate debt related to construction loans for which the interest expense

is capitalized

We estimate the fair value of our hedging instruments based on interest rate market and bond pricing models At

January 31 2011 and 2010 we reported interest rate caps and floors at fair value of approximately $195000 and $1771000
respectively in other assets We also included interest rate swap agreements and TRS with positive fair values of

approximately $4661000 and $2154000 at January 31 2011 and 2010 respectively in other assets At January 31 2011

and 2010 we included interest rate swap agreements and TRS that had negative fair value of approximately $156587000
and $192526000 respectively which includes the forward swaps in accounts payable and accrued expenses
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We estimate the fair value of our long-term debt instruments by market rates if available or by discounting future cash

payments at interest rates that approximate the current market Based on these parameters the table below contains the

estimated fair value of our long-term debt at January 2011

Fair Value

with 100 bp Decrease

Carrying Value Fair Value in Market Rates

in thousands

Fixed 4649129 4802728 5165383

Variable

Taxable 2699296 2754585 2850788

Tax-Exempt 769628 764981 829650

Total Variable 3468924 3519566 3680438

Total Long-Tcnn Dcbt 81 18053 8322294 8845821

The following tables provide information about our financial instruments that are sensitive to changes in interest rates
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and Board of Directors

of Forest City Enterprises Inc

In our opinion the accompanying consolidated balance sheets and the related consolidated statements of operations

comprehensive income loss equity and cash flows present fairly in all material respects the financial position of

Forest City Enterprises Inc and its subsidiaries at January 31 2011 and January 31 2010 and the results of their operations

and their cash flows for each of the three years in the period ended January 31 2011 in conformity with accounting principles

generally accepted in the United States of America In addition in our opinion the financial statement schedules listed in the

accompanying index present fairly in all material respects the information set forth therein when read in conjunction with the

related consolidated financial statements Also in our opinion the Company maintained in all material respects effective

internal control over financial reporting as of January 31 2011 based on criteria established in Internal Control Integrated

Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission COSO The Companys

management is responsible for these financial statements and financial statement schedules for maintaining effective internal

control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting included

in Managements Report on Internal Control over Financial Reporting appearing under Item 9A Our responsibility is to

express opinions on these financial statements on the financial statement schedules and on the Companys internal control

over financial reporting based on our integrated audits We conducted our audits in accordance with the standards of the Public

Company Accounting Oversight Board United States Those standards require that we plan and perform the audits to obtain

reasonable assurance about whether the financial statements are free of material misstatement and whether effective internal

control over financial reporting was maintained in all material respects Our audits of the financial statements included

examining on test basis evidence supporting the amounts and disclosures in the financial statements assessing the

accounting principles used and significant estimates made by management and evaluating the overall financial statement

presentation Our audit of internal control over financial reporting included obtaining an understanding of internal control over

financial reporting assessing the risk that material weakness exists and testing and evaluating the design and operating

effectiveness of internal control based on the assessed risk Our audits also included performing such other procedures as we

cnnsidered necessary in the circumstances We believe that nur audits provide reasonable basis for our opinions

As discussed in Note to the consolidated financial statements Forest City Enterprises Inc changed the manner in which it

assesses consolidation principles for variable interest entities commencing February 2010

companys internal control over financial reporting is process designed to provide reasonable assurance regarding the

reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally

accepted accounting principles companys internal control over financial reporting includes those policies and procedures

that pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and

dispositions of the assets of the company ii provide reasonable assurance that transactions are recorded as necessary to

permit preparation of financial statements in accordance with generally accepted accounting principles and that receipts and

expenditures of the company are being made only in accordance with authorizations of management and directors of the

company and iii provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition use or

disposition of the companys assets that could have material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements Also

projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate

because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

Is PricewaterhouseCoopers LLP

Cleveland Ohio

March 30 2011
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Forest City Enterprises Inc and Subsidiaries

Consolidated Balance Sheets

Assets

Real Estate

Completed rental propei ties

Projects under construction and deselopment

Land held for development or sale

Total Real Estate

Less accumulated depreciation ________________________________

Real Estate net variable interest entities $2627.8 million at January 31 2011

Cash and equivalents variable interest entities $24.7 million at January 31 2011

Restricted cash and escrowed funds variable interest entities $471.4 million at January 31 2011

Notes and accounts receivable net

Investments in and advances to affiliates

Other assets variable interest entities $166.8 million at January 31 2011
-_____________________________

Total Assets

Liabilities and Equity

Liabilities

Mortgage debt and notes payable nonrecourse variable interest entities $1879.0 million at January 31 2011

Bank revolving credit facility

Senior and subordinated debt variable interest entities $29.0 million at January 31 2011

Accounts payable and accrued expenses variable interest entities $150.2 million at January 31 2011

Deferred income taxes
___________________________

Total Liabilities

Redeemable Noncontrolling Interest 226829

Commitments and Contingencies

Equity

Shareholders Equity

Preferred stock 7.0c Series cumulative perpetual convertible without par value

$50 liquidation preference 6400000 and -0- shares authorized 4399998 and -0- shares issued

and outstanding respecti\ely

Preferred stock without par value 13600.000 and 10000000 shares authorized respectively no shares issued.

Common stock $33 par value

Class 371000000 and 271000000 shaics authorized 144251634 and 132836322 shares

issued and 144230310 and 132808270 shares outstanding respectively

Class convertible 56000000 shares authorized 21218753 and 22516208 shares

issued and outstanding respectively 26257961 issuable
________ __________

Total common stock

Additional paid-in capital

Retained earnings

Less treasury stock at cost 21324 and 28052 Class shares respectively _________ ___________

Shareholders equity before accumulated other comprehensive loss

Accumulated other comprehensive loss __________ ___________

Total Shareholders Equity

Noncontrolling interest __________ ___________

Total Equity _________ _________

Total Liabilities and Equity 11769209 11916711

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

January 31

2011 2010

in i/iousands

8215425 8479802

2706235 2641170

244879 219807

11166539 11340779

1614399 1593658

9552140 9747121

193372

720180

403101

141017

759399

251405

427921

388536

2o5343

836385

11769209 11916711

7207218 7619873

137152 83516

773683 1076424

1074042 1194688

489974 437.370

9682069 10411871

220000

48084 44279

7073

55157

689004

659926

259

1623828

94429

1529399

330912

1860311

7505

51784

571189

613073

154

1235892

87266

1148626

356214

1504840
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Forest City Enterprises Inc and Subsidiaries

Consolidated Statements of Operations

2011

Years Ended Januar 31

2010 2009

cc i/iou coo/u accept jccc c/care c/ala

Revenues from real estate operations

Expenses

Operating expenses

Depreciation and amortization

Inipanment of ieal estate

1177661 1232.013 1.251602

685783 704552 767.170

243847 260.223 259487

6803 8907 1262

936433 973682 1027.919

315340

13487
21035

343146

13709
36569

Interest and other income

Net gain on disposition of partial interests in rental properties and other investment

Earnings loss before income taxes

275
69995

69720

6.994

19.223

12.229

28.625

1399
30024

Equity in earnings loss of unconsolidated entities

Impairment of unconsolidated entities

42265 21.303 14.300

72.459 36.356 21.285

Earnings loss from continuing operations 102268

Discontinued operations net of tax

Operating earnings from rental propei ties before impairments

lmpaiiment of real estate

Gain on disposition of iental properties

Gain on disposition of Lumber Group

Net earnings loss

Basic earnings toss per common share

Earitings loss from continuing operations attributable to Forest City Enterprises Inc

available to common shareholders

Eamings loss from discontinued operations attributable to Forest City Enterprises Inc

Net earnings loss attributable to Forest City Enterprises Inc

available to common shareholders

Diluted earnings loss per common share

Eainings loss fiom continuing operations attributable to Forest City Enterprises Inc

as ailsble to common shareholdeis

Farnings loss fiom discontinued operations attributable to Forest City Enterprises Inc

Net earnings loss attributable to Forest City Enterprises Inc

available to common shareholders

86010

22974
4376

27350

58660

11807

46853

24041 99430

l346
361

13.8 17

113.247

113247

0.42 0.13 1.20

0.13 0.09 10

0.29 0.22 1.10

0.42 0.13 1.20

0.12 0.09 0.10

0.30 0.22 1.10

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

lnteiest expense

Amoitization ol mortgage procurement costs

Gain loss on early extinguishment ol debt

56.503

11791
2159

Income tax expense benefit

Cut tent

Deferred

52826 53999 42423

257990

202182 7956 104347

10.780 109.908

264

48731 16770
32209 2784

718

16258 13261

1.63

8159

680

10478

Nnnenntrnlling interests

Esmings from continuing operations attnbutable to noncontrolling interests

Earnings loss fiom discontinued operations attributable to noneontrolling interests

Net earnings loss attributable to Forest City Enterprises Inc

Preferred dis idends

Net earnings loss attributable to Forest City Enterprises Inc common shareholders

6.727

117

6.6 10

30651

30.651
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Forest City Enterprises Inc and Subsidiaries

Consolidated Statements of Comprehensive Income Loss

18

30

7178

7226

78784

27287

51497

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

187

474

20291

20 S7X

3463

6933

10396

172

1372

33334

3427X

134308

13804

148112

Years Ended January 31

2011 2010 2009

iii thousands

86010 24041 99430Net earnings loss

Other comprehensive income loss net of tax

Unrealized net losses on investment securities

Foreign currency translation adjustments

Unrealized net gains losses on interest rate derivative contracts

Total other comprehensive income loss net of tax

Comprehensive income loss

Comprehensive income attributable to noncontrolling interest

Total comprehensive income loss attributable to Forest City Enterprises Inc ..

95



F
o
re

s
t

C
it
y

E
n
te

rp
ri
s
e
s

In
c

a
n
d

S
u
b
s
id

ia
ri
e
s

C
o
n
s
o
li
d
a
te

d
S

ta
te

m
e
n
ts

o
f

E
q
u
it
y

B
a
la

n
c
e
s

a
t

la
n
n
a
r

31
20

10

k
s
s
s
s
s
ts

ls
tt
s
o

cO
cc

i
a
t

s
tl
o
p
tt
c

it

a
t

to
te

c
o
n
s
o
lt
d
ts

to
tt

.t
e
c
o
tt
tt
tt
n
g

g
o
a
l

tt
tc

e

N
et

o
.t
tt
tt
tt
g
s

tt
o
to

t
S

I
92

5
tt
tr

s
h
c
ts

lt
lo

to
to

d
o
o
tt
ta

lt
lo

tt
o
ts

o
tt
tt
o
ll
tt
tg

tt
tt
o
te

s
t

O
tl
to

e
c
it
tt
tp

e
e
lt
o
tt
s
ts

o
lo

s
s

n
o
t

01
c
s

ft
tt
c
h
a

o
o
l

te
o
a
s
tt
e
y

s
tt
te

k

C
on

s
ee

ss
on

a
t

C
lt
s
s

13
to

k
lt
s
s

s
lt
a
e
e

ls
s
tt

ttt
cc

o
t

C
bs

s
h
a
tc

it
s

e
s
c
lt
a
tt
o
c

Jo
e

k
o
a
s
o
rt

tb
e

S
e
c
to

r
N

ot
es

N
o
te

P
e
o
c
o
o
tl
s

ro
c
o
tc

e
d

fr
os

ts
p
to

ta
l

te
n
s
s
ts

s
a
tt
o
ts

tI
o
n
c
e
o
th

lo
S

c
tt
to

t
N

ot
es

ls
e
d
c
c

N
o
te

O
k

ls
s
ts

ta
e
o

o
f

b
it
e

p
ro

fa
n
e
d

s
to

c
k

to
e

e
a
s
lt

N
o
te

ls
s
tt
it
tc

o
a
t

S
ce

to
s

p
to

lo
tt
e
tl

s
to

c
k

tt
t

e
s
c
lt
a
tt
e
o

fo
t

S
c
tt
to

r
N

ot
es

N
o
te

P
tt
rc

h
a

is
o
f

o
q
tt
tt
y

c
a
ll

It
o
tl
e
e

n
o
la

to
d

to
s
tt
a
tt
c
o

a
t

p
e
o
to

tn
o
ti

s
to

c
k

N
o
te

P
e
e
le

rr
e
d

s
to

c
k

tl
tc

tt
le

tt
tl
s

N
o
tc

U
I

s
o
tc

to
o
f

s
to

c
k

o
p
tt
o
tt
s

P
tt
tc

lt
te

o
f

P
ct

ta
S

bo
q
tt
tt
y

k
tt
tk

e
tb

S
o
tt
to

r
N

tt
to

s
du

o
29

11
N

o
te

f
l

R
e
c
tr

tc
te

d
c
lo

c
k

c
o
s
te

d

S
to

ck
S

ts
ed

c
o
tt
tp

e
tt
s

s
tt
o
tt

ks
ce

cs
tt
tc

o
tt
t

as
d
c
lt
c
te

s
s
e
c

tt
o
n
t

s
to

c
k

S
as

od
c
o
tt
s
p
e
n
s
it
to

n

R
et

lc
ea

ss
bb

o
o
o
tt
c
o
tt
tr

o
ll
s
tt
e

a
b
le

s
t

a
tl
jt
ts

tt
tt
o
tt
t

A
c
s
s
tt
s
tt
tt
s
s
s

s
s
l

p
a
rt

o
e
s
s

o
ts

tt
c
o
tt
tt
o
fl
tt
tg

ta
tc

te
s
t

to
c
c
s
n
s
o
lt
tl

s
te

ti
s
tt
S

s
tt
it
a
r
s

o
n
tr

tl
tt
tt
ts

s
tt
s

te
s
s
tt
t

tt
o
n
c
s
s
tt
tr

o
lt
tt

c
tt
s
te

te
s
ts

Ij
ts

te
tS

s
tt
to

tt
s

ts
t

tts
st

sc
ot

st
to

lls
ttg

tt
tt
e
e
e
s
ts

C
ls

a
ts

s
ie

50
e
q
u
it
y

te
so

tls
os

l
o
f

a
c
c
o
s
ta

tt
n
e

d
s
tc

to
d
ts

p
o
s
tt
to

n

o
f

p
a
tt
ta

l
ts

s
to

c
c
s
ts

it
s

ee
ts

ts
I

p
ts

s
p

tt
s
c
s

O
Il
s
e
e

c
lt
a
tt
g
o
s

s
t

tt
s
tt
tc

s
s
tt
tt
o
ll
ta

e
s
s
s
te

te
s
ts

B
a
la

n
c
e
s

a
t

.I
a
n
a
a
re

3
1

20
11

19
7

49
a

.6
4

9

S
S

I

69
3

11
19

9
09

90

34
06

17
0.

00
11

12
9

41
2

97
74

s
f

13
9

IS
S

66
9

a4
4

1
4

lI
7

61

1.
09

9
6
1

60
1

l4
14

91
1

2
1
6

04
1 11

0

11
97

27
49

41
64

1 06
91

5.
69

9

1.
1

60
99

2
4

04
11

20
s
7

32
9

91
7

13
31

1
7

49
01

19
73

41

IS
35

03
1

.3
3
5
1

0
1

0 14
4

15
04

04
0

7
4
.0

3
41

5
7
9
3
s

22
61

17
06

I3
f4

4
4 S

f5

44
4

16
7

5
0

1
7

sa
S

11
1.

10
71

14
93

1

12
21

61

6
5

4

00
11

1

IS
56

10
11

6

77
7

..
0

77
71

21
49

5
21

49
1

l5
5
2

0
1

2

11
09

12
10

60
11

1

P
re

fe
rr

e
d

S
ta

c
k

S
e
ri
e
s

S
h
a
re

s
A

n
to

n
n
t

la
s
s

C
la

s
s

IS
a

e
r
r

%
d
d
it
it
s
n
a
t

P
a
it
t

In

C
s

a
l

S
ts

ae
es

%
m

aa
nt

S
ss

sa
nn

t
a

Id

51
55

50
5

55

R
e
ta

in
e
d

Ie
ea

sn
es

S
ta

c
k

F
a
rn

ia
g
s

S
Is

a
r

.S
n

s
e

a
a

t

te
c
tt
m

n
la

te
d

O
ti
te

e

C
a

ns
p

ee
h

en
is

11
a
s
s

In
c
a

n
te

N
a
n
e
o
n
te

a
ll
in

g

In
te

re
s
t

B
a
la

n
c
e
s

a
t

J
a
n
a
a
rs

1
1
.2

0
0
0

N
et

lo
s
s

O
tl
s
c
s
c
o
ta

p
e
e
ls

o
a
s
ts

c
Ia

so
t

a
t

as

fs
s
ts

s
ts

s
o
ts

s
ts

s
c
k

d
ts

td
e
ts

d
s

24
pe

e
s
I

te
e

I5
st

ec
ls

ts
e

s
tf

te
o
a
s
s
s
s
y

s
to

c
k

oa
se

es
to

a
o
ff

ls
s
s

II
to

f
le

s
s

s
ls

a
te

s

fs
e
e
c
ts

e
o
t

s
to

c
k
s

p
ts

o
a
s

R
as

ee
ss

l
o
f

as
ca

ss
s
tt
c
a
te

e
.5

5
S

c
tt
e
S

t
ls

o
te

s
s
ts

s
c
k

sc
si

c
o
ts

s
p
c
ts

s
st

so
ts

P
s
s
te

lt
ts

c
s
f

P
st

ts
tS

lc
Iq

c
s
t

tt
e
k
e
d

S
e
ts

s
c
s
t

N
ss

se
s

tl
s
te

0
II

N
ss

te
C

s

It
o
s
te

s
c
to

d
c
lo

c
k

so
to

ol

S
to

ck
S

as
od

c
o
ts

s
p
o
te

a
tt
o
a

C
o
ts

s
e
n
s
ta

ts
a
l

fl
o
s
s

C
o
tt
tt
a
s
s
ts

U
ts

tt
s

U
ts

te
tS

tt
tt
a
a

o
fa

e
c
s
tt
tt
s
tb

s
to

d
c
q
s
s
tt
s

to
as

st
tc

ss
ss

te
ss

llt
ng

p
a
e
ts

s
c
ts

R
e
ta

o
s
a
l

ss
f

tt
s
tt
c
o
tt
tt
s
II
tt
tc

tt
tt
o
te

s
t

ds
se

is
tI
c

o
l

.5
s
c
ts

se
e

a
c
q
tt
is

tt
ts

s
tt

o
f

p
a
n
s
to

ts
tt
s
s
tt
c
o
a
s
ta

ll
ta

c
tts

te
eo

st

C
ls

a
ts

g
o

ti
e

f
t
i
l
l

c
o
ts

o
lt
s
b
a
tt
a
ts

tt
tc

tS
ts

d
a
fs

c
c
o
s
ts

s
tt
s
s
e

b
a
r

s
s
tS

s
td

ts
e
te

s

C
o
s
s
te

tS
s
tt
ts

s
ts

s
fe

ss
ts

s
ss

ss
ss

cs
st

st
ec

sl
ls

ae
tt
tt
e
tc

is

O
tc

te
s
S

s
tt
to

tt
s

to
ts

ss
ts

cc
st

st
eo

llt
ss

g
st

st
ee

cc
t

O
ti
s
e
e

c
ls

ts
s
g
c
s

tt
s

ao
ss

cc
ss

st
es

sl
ltt

sc
s
a
te

te
s
ts

B
a
la

n
c
e
s

a
t

J
a
n
a
a
e
e

3
1

20
09

N
e
t

lo
s
s

O
ti
s
e
e

c
o
s
ts

p
e
e
ls

e
ts

s
ts

lo
s
s

te
e

o
ft
s
s

Is
s
s
ta

a
c
e

o
f

C
la

s
s

co
ss

ss
ss

ss
ss

s
it

se
es

it
s

e
s
ls

ls
if

ss
ile

es
ss

g

P
a
e
c
ls

s
s
c

o
f

te
e
a
s
s
s
s

s
to

c
k

C
oo

ce
es

so
a

o
l

C
Ia

to
fl
o
s
s

sS
s
e
s

C
xe

se
ss

c
s
f

s
to

c
k

o
p
ti
o
n
s

C
s
c
e
s
s
tt
s
c
o
ta

e
s
o
s

S
e
a
e
is

s
d
e
lt
c
s
e
a
c
y

le
os

ts
s
to

c
k

S
as

ed
co

es
pe

ss
sa

ss
as

E
s
c
ls

.s
s
s
g
e

o
l

P
s
s
s
s
s
S

Ie
ks

ss
kc

d
S

c
is

s
o
r

N
o
te

s
ds

se
20

11
N

os
o

fs

P
ss

sc
S

o
f

C
o
n
c
c
a
s
S

le
S

es
ss

oc
N

o
te

ba
dg

e
st

at
o
f

s
o
s

N
o
ta

R
cs

se
sc

te
d

s
to

c
k

se
ss

ed

S
ta

ck
S

ss
ed

e
a
s
s
s
p
o
s
s
s
s
s
s
a
s
s

sS
eq

ss
ss

ss
ss

ss
s

ss
f

ps
es

ao
ss

a
o
s
s
e
o
s
s
te

s
s
b
ls

s
s
g

ss
ss

oe
cs

s
s
t

c
s
s
a
s
o
ts

s
l

se
ed

ss
sS

ss
ds

t
t

C
oa

ss
sS

ss
ss

os
ss

m
as

ts
n
o
a
e
o
a
te

o
ll
s
s
s
o

s
s
s
s
o
e
s
ts

O
s
s
te

s
S

s
s
ts

a
n
s

ta
s
s
o
ts

c
a
s
s
te

a
lb

s
a
g
s
s
s
to

ra
s
ts

C
ls

aa
go

to
fs

s
ll

c
o
a
s
o
ls

d
a
s
s
a
s
s

ss
se

sl
ss

sd
ss

t
.s

cc
ss

ss
ss

ts
ac

fo
e

ts
s
s
ls

s
s
d
s
a
tv

O
s
Is

o
r

c
it

ta
c
o
s

st
s
s
o
s
s
c
s
s
a
s
e
o
ll
s
s
s
g

s
s
s
s
o
e
e
s
s
s

5
5
3

51
17

9
24

O
S

fI
9

95
9

05
.7

50
16

b
.f

S
a

l
1

7
S

a6
2
5
.6

0
5

1
1
3
.2

4
7
1

1
3
.5

1
9

9
4

1
0

3
4
.0

5
5
1

13
1

1
4

07
S

24
51

91
2
4
.0

1
9
1

IS
5

S
3

6
5

5

9
0

II
I

s
S

S
l

11
11

44
IS

bS
S

1
.7

4
0
1

S
4

11
07

55
11

13
s
4
5

11
41

12
0

1
7

1
S

52
5

42
17

16

17
50

1

l2
5
_
4

S
S

4
f

Is
10

1

S
05

0_
2
S

f9
4

22
9S

71
99

26
7.

79
6

54
5

7_
4

21
1

10
7

11
75

S
O

S
I

S
f1

0

20
_S

S
S

I5
5

0
4
4

11
24

75

C
i

I
l
l

25
2

94
l0

2

IS
12

1

S
S

S

4
9

0

1
4

I
I

44
4
4

16
71

0

11
91

I
I

01
0

44
7
9

IS
05

7
1
.1

0
9

55
30

73
1

4
1

57
26

51

97
1

4
3

19
5

5
e

l

55
2

s
I
ll

fI
b

II

54
4

1
1
5
l4

4
0

41

2
5
.2

7 6
S

17
01

1

10
65

0

I
I

51
17

52
5

41 74

IS
S

44
00

22
00

00
14

4
2a

2
4
S

0
IS

70
71

55
90

04
5a

9
92

0
12

59
9

4
4

9

T
h
e

a
c
e
o
m

p
a
n
y
tn

g
n
o
te

s
a
re

a
n

in
te

g
ra

l
p
a
rt

o
f

th
e
S

e
c
o
n
s
o
li
d
a
te

d
fi
n
a
n
c
ia

l
s
ta

te
m

e
n
ts



Forest City Enterprises Inc and Subsidiaries

Consolidated Statements of Cash Flows

Years Ended January 31
2011 2010 2009

in i/zonands

Net earnings loss 86010 24041 99430

Depreciation and amortization 243847 260223 259487

Amortization of mortgage procurement costs 13487 13709 11791

Impairment of real estate 6803 8907 1262

Impairment of unconsolidated entities 72459 36356 21285

Write off of abandoned development projects 8195 26739 52211

Loss gain on early extinguishment of debt net of eaah prepayment penalties 21035 36569 3325
Other income net gain on sale of ownership interest in parking management company and other investments 3500
Net gain on disposition of partial interests in rental properties and other investment 257990

Deferred income tax expense benefit 69995 19223 1399

Equisy in eamingsj loss of unconsolidated enutics 42265 21303 14300

Stock-based compensation expense 7969 7509 8505

Excess income tax benefit from stock-based compensation 3569

Amortization and mark-to-market adjustments of derivative instmments 3606 4106 36518

Non-cash interest expense related to Puttable Equity-Linked Senior Notes 1858 6917 8943

Cash distributiona from operations of unconsolidated entities 46802 39770 52511

Discontinued operations

Depreciation and amortization 4170 8532 12240

Amortization of mortgage procurement costa 124 315 656

Impairment of real estate 79603 27394

Write off of abandoned development projects 676

Deferred income tax benefit 15085 7596 14705

Gain on disposition of rental properties and Lumber Group 51303 5720 14405

Cost of sales of land included in projects under construction and development and completed rental properties 18490 35607 17541

Increase in land held for development or sale 14973 6861 16994
Decrease in notes and accounts receivable 7595 12912 13684

Decrease in other assets 15415 15566 2604

Increase decrease in restricted cash and eserowed funds used for operating purposea 31701 4917 6435

Decrease increase in aceounta payable and accrued expenses 26899 41321 63249

267247 420329 306535

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

Net cash provided by operating activities
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Forest City Enterprises Inc and Subsidiaries

Consolidated Statements of Cash Flows

Years Ended January 31

2011 2010 2009

in t/initiand

Net cash used in investing activities

Cash Flows from Financing Activities

Proceeds from nonreeourse mortgage debt and notes payable

Principal payments on nonrecourse mortgage debt and notes payable

Borrowings on bank revolving credit facility

Payments on bank revolving credit facility

Payment of subordinated debt

Purchase of Puttable Equity-Linked Senior Notes due 2011 and Senior Notes due 2017

Proceeds received froth
partial tennination of Convertible Senior Notes hedge

Proceeds from Puttable Equity-Linked Senior Notes due 2014 net of $2803

of issuance costs and discount

Proceeds from Convertible Senior Notes due 2016 net of $6838 of issuance costs

Payment for Convertible Senior Notes hedge transaction

Payment of deferred financing costs

Change in restricted cash and escrowed funds and book overdrafts

Proceeds from issuance of Series preferred stock net of $5544 of issuance costs

Payment for equity call hedge related to the issuance of Series preferred stock

Dividends paid to preferred shareholders

Dividends paid to common shareholders

Sale of common stock net

Payment in exchange for 119000 Class Common Units

Puiehase of treasury stock

Exercise of stock options

Excess income tax benefit from stock based compensation

Distribution of accumulated equity to noncontrolling partner

Contributions from redeemable noncontroll ing interest

Contributions from noneontrolling interests

Distributions to noncontrolling interests

Net cash provided by financing activities

Net decrease increase in cash and equivalents

Cash and equivalents at beginning of period

521769 717717 976492

Cash Flows from Jnvesting Activities

Capital expenditures 723158 942609 1086367
Payment of lease procurement costs 20387 13153 36826

Increase decrease in other assets 57226 2373 42386
Increase in restricted cash and escrowed funds used for investing purposes 249024 132329 82079
Proceeds from disposition of

partial
interests in rental properties and disposition of rental properties 191345 13086 39217

Decrease increase in investments in and advances to affiliates 11401 81314 61715

847049 1153946 1270156

658833 770972 1267807

321629 260294 590909

876052 844000 670000

822416 1125984 343500

20400

16569 10571
1869

29764

193162

15900

36745 32756 34491

1322 4251 42912

44456

17556

11807

33020
329917

3501

786 133 663
2621 128 1133

3569

3710

181909

5636 21831 45643

20777 12339 27069

58033 15900 12871

251405 267305 254434

Cash and equivalents at end of period 193372 251405 267.305

The accompanying notes are an integral part
of these consolidated financial statements
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Supplemental Non-Cash Disclosures

Forest City Enterprises Inc and Subsidiaries

Consolidated Statements of Cash Flows

The table below represents the effect of the following non-cash transactions

Operating activities

21354
Increase in land held for dcvelopment or sale

Decrease increase in notcs and accounts receivable
45555 75555

45567559 10
Decreasc increase in other assets

Increase in restricted cash and escrowed funds
4555758

Decrease increase in accounts payable and accrued expenses
13545555o1758o195151W

Total cffect on operating activities

Investing activities

Decrease increase in projects under construction and development
253545557512

Decrease increase in completed rental properties
2535455 675559513

Increase in restricted cash and escrowed ftmnds14

Non-cash proceeds from disposition of properties

45578 14
Decrease in investments in and advances to affiliates

Total effect on investing activities

Financing activities

Decrease increase in nonrecourse mortgage debt and notes payable
456575851s514

Decrease increase in senior and subordinated debt
11X15X16

Decrease in deferred tax
liability

I6517

Increase in preferred stoek5

Increase in class common stock
lI13

9l5l35l4156175l5
Increase in additional paid-in capital

Increase in redeemable noneontrolling interest

Decrease increase in noneontrolling interest
94965755 3915

Total effect on financing activities

Years Ended Januar 31
2011 2010

in thousands

2009

31599 50740 36033

22560 10842 2440

80953 46620 122.254

1953 142 144

111940 97233 214469

41979 90653 53598

32816 108000 454089

514025 2551 25531

19571

153470 70554 72.881

111644 12789 168987

811955 188.792 206261

776588 112379 124.239

277658 11414

6218

170000

2636 42

102939 7427 12351

46845

38150 1617 16031

769976 98.139 152663

Receipt of land and note receivable as contributions from noneontrolling interesis during the year ended January 31 2011

Commercial Group and Residential Group outlots reclassified prior to sale from projects under construction and declopmcnt or completed rental

properties to land held for sale

Increase or decrease in construction payables included in accounis payable and accrued expenses

change in consolidation method of accounting due to the occurrence of triggering events for Gladden Fas-sns 11 in the Land Development Group

during the year ended January 31 2010 and Independence Place apartmcnis Village Center apartments and development project
in the Residential

Group Waterfront Station Village at Gulfsoeont Pork Shops at Wiregross and mixed-use development project located in Las Vegas Nevada in the

Commercial Group and Gladden Foivst in the Land Development Group during the year ended January 31 2009

Disposition ofSitni Volley Town Center regional mall Saddle Rock Village specialty
retail center and an investment in

triple net lease property

in the Commercial Group and 101 Son Fernando an apartment community in the Residential Group during the year ended January 31 2011 Sterling

Glen of Great Neck and Sterling Glen of Glen Cove supported-living apartment communities in the Residential Group and Grand Avenuc specialty

retail center in the Commercial Group during the year ended January 31 2010 and Sterling Glen at The Brook and Sterling Glen of Ltnhrook

supported living apartment communities in the Residential Group during the year ended January 31 2009 including assumption of nonrecourse

mortgage debt by each of the respective buyers

Disposition of partial interests in the Companys mixed usc Uoiversio Park project in Cambridge Massachusetts and in The Grand Leno.s Clnh and

Lenox Pork apartment communities in the Residential Group during the year ended January 31 2011 and change to equity method of accounting trom

11th consolidation foi the remaining ownership interest

The accompanying notes are an integral part of these consolidated financial statements
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Change in consolidation method of accounting for varioua entities in the Residential Group and Commercial Group during the year ended

January 31 2011 due to the adoption of accounting guidance for the conaolidation of variable interest entities

Exchange of the Companys 50o ownership interest in Boulevard Towers an equity method investment in the Residential Group for 10000 ownership

in North Church Toovers an apartment complex in the Residential Group during the year ended January 31 2010 and exchange of the Companys

controlling ownership interests in seventeen single tenant pharmacy properties for the noncontrolling ownership interest in two entities during the year

ended January 31 2009

Amounts related to purchase price allocations for New York Tunes Twelve Metro Tech Ceoter Conunerce Court Colorado Studios and Riclunond

Office Park office buildings in the Commercial Group during the year ended January 31 2009

10 Extinguishment for accounting purposes of defeased loan related to Sterling Glen of Rye Brook applying securities that were reserved for the sole

purpose of extinguishing this note payable during the year ended January 31 2010

11 Exchange of portion of the Companys Convertible Senior Notes due 2016 for Class common stock during the year ended January 31 2011

ace Note Senior and Subordinated Debt

12 Capitalization of stock-based compensation granted to employees directly involved with the acquisition development and constmction of real estate

13 Exchange of the Class Common Units during the year ended January 31 2009 see Note Class Common Units

14 Conversion of loans into investments in and advances to affiliates and redeemable noneontrolling interest in accordance with the amended operating

agreement of Nets Sports and Entertainment LLC concurrent with the Companys closing on the purchase agreement with entities controlled by

Mikhail Prokhorov and adjustments to fair value of redeemable noneontrolling interest during the year ended January31 2011

15 Exchange of the Companys senior notes due 2011 2015 and 2017 for new issue of 7.O0o Series Cumulative Perpetual Convertible Preferred

Stock during the year ended January 31 2011 see Note Capital Stock

16 Exchange of portion of the Companys Puttable Equity-Linked Senior Notes due 2011 for new issue of Puttable Equity-Linked Senior Notes

due 2014 during the year ended January 31 2010 see Note Senior and Subordinated Debt

17 Recording of deferred tax asset on the purchased hedge transactions in conjunction with the issuance of the Companys Convertible Senior Notes

due 2016 during the year ended January31 2010 see Note Senior and Subordinated Debt

18 Acquisition of partners 500o noneontrolling interest in Gladden Porous in the Land Development Group during the year ended January 31 2010

The accompanying notes are an integral part of these consolidated financial statements
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Summary of Significant Accounting Policies

Nature of Business

Forest City Enterprises Inc the Company principally engages in the ownership development management and acquisition

of commercial and residential real estate and land throughout the United States The Company operates through threc strategic

business units and five reportable scgments The three strategic business units/reportable segments are the Commercial Group

Residential Group and Land Dcvclopment Group collectively the Real Estate Groups The Commercial Group the

Companys largest strategic business unit owns develops acquircs and operates regional malls specialty/urban retail centers

office and life science buildings hotels and mixed-use projects The Residential Group owns develops acquires and

operates residential rental properties including upscale and middle-market apartments and adaptive re-use developments

Additionally the Residential Group develops for-sale condominium projects and also owns interests in entities that develop

and manage military family housing The Land Development Group acquires and sells both land and developed lots to

residential commercial and industrial customers It also owns and develops land into master-planned communities and

mixed-use projects

Corporate Activities and The Nets member of the National Basketball Association NBA in which the Company
accounts for its investment on the equity method of accounting are other reportable segments of the Company

The Company has approximately $11.8 billion of consolidated assets in 27 states and the District of Columbia at

January 31 2011 The Companys core markets include Boston the state of California Chicago Denver the New

York City Philadelphia metropolitan area and the Greater Washington D.C/Baltimore metropolitan area The Company has

offices in Albuquerque Boston Chicago Dallas Denver London England Los Angeles New York City San Francisco

Washington D.C and the Companys corporate headquarters in Cleveland Ohio

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of Forest City Enterprises Inc its wholly-owned

subsidiaries and entities in which it has controlling interest in accordance with accounting principles generally accepted in the

United States of America GAAP All intercompany balances and transactions have been eliminated in consolidation

In June 2009 the Financial Accounting Standards Board FASB issued an amendment to the accounting guidance for

consolidation of variable interest entities VIEs to require an ongoing reassessment of determining whether variable

interest gives company controlling financial interest in VIE The guidance eliminates the quantitative approach to

evaluating VIEs for consolidation The guidance identifies the primary beneficiary of VIE as the entity that has the power

to direct the activities of the VIE that most significantly affect the VIEs economic performance and the obligation to

absorb losses or the right to receive benefits that could potentially be significant to the VIE In determining whether it has the

power to direct the activities of the VIE that most significantly affect the VIEs performance this standard requires company

to assess whether it has an implicit financial responsibility to ensure that VIE operates as designed This standard requires

continuous reassessment of primary beneficiary status rather than event-driven assessments and incorporates expanded

disclosure requirements This guidance was adopted by the Company on February 2010 and is being applied prospectively

As result of the adoption of this new consolidation accounting guidance the Company concluded that it was deemed to be the

primary beneficiary since the Company has the power to direct the matters that most significantly affect the activities of

the VIE including the development and management of the project and the obligation to absorb losses or the right to

receive benefits that could potentially be significant to the VIE and therefore consolidated one previously unconsolidated

entity in the Commercial Group The Company also concluded that it was no longer the primary beneficiary of total of nine

entities in the Commercial Group and in the Residential Group and therefore deconsolidated these entities The

Residential Group entities are all operated and managed under Housing Assistance Payments Contracts HAP Contracts

administered by the U.S Department of Housing and Urban Development HUD These HAP Contracts restrict the

Companys ability to make decisions as HUD holds significant control over all aspects of the Affordable Housing Program

HUD establishes the market rents and absorbs losses by providing the majority of the cash flows via rent subsidies

Furthermore the HAP Contracts restrict the Company from selling transferring or encumbering their interests without prior

approval from HUD Cash distributions are also limited Based on these limitations it was determined the Company does not

have the power to direct the matters that most significantly affect the activities of the VIE and the obligation to absorb

losses or the right to receive benefits that could potentially be significant to the VIE and therefore is not the primary

beneficiary of these Residential Group entities
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The initial consolidation and deconsolidation of these entities as result of the new accounting guidance on February 12010
resulted in the following increases decreases to the following line items included in the January 31 2010 balance sheet

Consolidated Deconsolidated Net Change

in thousands

Assets

Real estate net 251083 227056 24027

Cash and equivalents 1593 1943 350
Restricted cash and escrowed finds 23131 13976 9155

Notes and accounts receivable net 40 5689 5649
Investments in and advances to affiliates 91863 73965 17898
Otherassets 15638 68.501 52.863

Total assets 199622 243200 43578

Liabilities

Mortgage debt and notes payable noarecourse 107593 121071 13478
Accounts payable and accrued expenses 139409 95475 43934

Total liabilities 247002 216546 30456

Equity

Noncontrolling interest 47380 26654 74034
Total liabilities and equity 199622 243200 43578

Use of Estimates

The preparation of consolidated financial statements in conformity with GAAP requires the Company to make estimates and

assumptions in certain circumstances that affect amounts reported in the accompanying consolidated financial statements and

related notes Some of the critical estimates made by the Company include but are not limited to determination of the primary

beneficiary of VIEs estimates of useful lives for long-lived assets reserves for collection on accounts and notes receivable and

other investments impairment of real estate and other-than-temporary impairments on its equity method investments As

result of the nature of estimates made by the Company actual results could differ

Reclassification

Certain prior year amounts in the accompanying consolidated financial statements have been reclassified to conform to the

current years presentation

Fiscal Year

The years 2010 2009 and 2008 refer to the fiscal years ended January 31 2011 2010 and 2009 respectively

Recognition of Revenue

Real Estate Sales The specific timing of sale is measured against various criteria in the accounting guidance on the sales of

real estate related to the terms of the transaction and any continuing involvement in the form of management or financial

assistance associated with the property If the sales criteria are not met the Company defers gain recognition and accounts for

the continued operations of the property by applying the deposit finance installment or cost recovery methods as appropriate

Assuming no significant continuing involvement all earnings of properties which have been sold or determined by

management to be held for sale are reported as discontinued operations The Company considers assets held for sale when the

transaction has been approved by management and there are no significant contingencies related to the sale that may prevent

the transaction from closing In most transactions these contingencies are not satisfied until the actual closing and

accordingly the property is not identified as held for sale until the closing actually occurs However each potential sale is

evaluated based on its separate facts and circumstances
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Leasing Operations The Company enters into leases with tenants in its rental properties The lease terms of tenants

occupying space in the retail centers and office buildings generally range from to 30 years excluding leases with certain

anchor tenants which typically run longer Minimum rents are recognized on straight-line basis over the non-cancelable term

of the related lease which include the effects of rent steps and rent abatements under the leases Overage rents are recognized

only afier the contingency has been removed i.e sales thresholds have been achieved Recoveries from tenants for taxes

insurance and other commercial property operating expenses are recognized as revenues in the period the applicable costs are

incurred See Note Leases for further information on tenant reimbursements

Construction Revenues and profit on long-term fixed-price contracts are recorded using the percentage-of-completion

method Revenues on reimbursable cost-plus fee contracts are recorded in the amount of the accrued reimbursable costs plus

proportionate fees at the time the costs are incurred

Military Housing Fee Revenues Development fees related to military housing projects are earned based on contractual

percentage of the actual development costs incurred Additional development incentive fees are recognized based upon

successful completion of certain criteria such as incentives to realize development cost savings encourage small and local

business participation comply with specified safety standards and other project management incentives as specified in the

development agreements Development and development incentive fees of $5861000 $14030000 and $62180000 were

recognized during the years ended January 31 2011 2010 and 2009 respectively which were recorded in revenues from real

estate operations

Construction management fees are earned based on contractual percentage of the actual construction costs incurred

Additional construction incentive fees are recognized based upon successful completion of certain criteria as set forth in the

construction contracts Construction and incentive fees of $5618000 $9857000 and $13505000 were recognized during

the years ended January 31 2011 2010 and 2009 respectively which were recorded in revenues from real estate operations

Property management and asset management fees are earned based on contractual percentage of the annual net rental income

and annual operating income respectively that is generated by the military housing privatization projects as defined in the

agreements Additional property management incentive fees are recognized based upon successful completion of certain

criteria as set forth in the property management agreements Property management management incentive and asset

management fees of $15975000 $15448000 and $14318000 were recognized during the years ended January 31 2011

2010 and 2009 respectively which were recorded in revenues from real estate operations

Recognition of Costs and Expenses

Operating expenses primarily represent the recognition of operating costs which are charged to operations as incurred

administrative expenses and taxes other than income taxes Interest expense and real estate taxes during active development

and construction are capitalized as part of the project cost

Depreciation and amortization is generally computed on straight-line method over the estimated useful life of the asset The

estimated useful lives of buildings and certain first generation tenant allowances that are considered by management as

component of the building are primarily 50 years Subsequent tenant improvements and those first generation tenant

allowances not considered component of the building are amortized over the life of the tenants lease This estimate is based

on the length of time the asset is expected to generate positive operating cash flows Actual events and circumstances can cause

the life of the building and tenant improvement to be different than the estimates made Additionally lease terminations can

affect the economic life of the tenant improvements The Company believes the estimated useful lives and classification of the

depreciation and amortization of fixed assets and tenant improvements are reasonable and follow industry standards

Major improvements and tenant improvements that are cunsidered tu be the Companys assets are capitalized in real estate

costs and expensed through depreciation charges Tenant improvements that are considered lease inducements are capitalized

into other assets and amortized as reduction of rental revenues over the life of the tenants lease Repairs maintenance and

minor improvements are expensed as incurred
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variety of costs are incurred in the development and leasing of properties After determination is made to capitalize cost it

is allocated to the specific component of project that is benefited Determination of when development project is

substantially complete and capitalization must cease involves degree of judgment The Companys capitalization policy on

development properties is based on accounting guidance for the capitalization of interest cost and accounting guidance for

costs and the initial rental operations of real estate properties The costs of land and buildings under development include

specifically identifiable costs The capitalized costs include pre-construction costs essential to the development of the property

development costs construction costs interest costs real estate taxes salaries and related costs and other costs incurred during

the period of development The Company considers construction project as substantially completed and held available for

occupancy upon the completion of tenant improvements but no later than one year from cessation of major construction

activity The Company ceases capitalization on any portion substantially completed and occupied or held available for

occupancy and capitalizes only those costs associated with the portion under construction Costs and accumulated depreciation

applicable to assets retired or sold are eliminated from the respective accounts and any resulting gains or losses are reported in

the Consolidated Statements of Operations

Termination Benefits

During the years ended January 31 2011 2010 and 2009 the Companys workforce was reduced The Company provided

outplacement services to terminated employees and severance payments based on years of service and other defined criteria

Termination benefits expense outplacement and severance are included in operating expenses and reported in the Corporate

Activities segment

The activity in the accrued severance balance for termination costs is as follows

Total

In hot candy

Accrued severance balance at February 2008

Termination benefits expense 8651

Payments 5291

Accrued severance balance at January 31 2009 3360

Termination benefits expense 8720

Payments 8719

Accrued severance balance at January 31 2010 3361

Termination benefits expense 5325

Payments 5930

Accrued severance balance at January 31 2011 2756

Impairment of Real Estate

The Company reviews its real estate portfolio including land held for development or sale for impairment whenever events or

changes indicate that its carrying value of the long-lived assets may not be recoverable Impairment indicators include but are

not limited to significant decreases in property net operating income significant decreases in occupancy rates the physical

condition of the property and general economic conditions propertys value is impaired only if managements estimate of

the aggregate fixture cash flows undiscounted and without interest charges to be generated by the property are less than the

carrying value of the property In addition the undiscounted cash flows may consider probability-weighted cash flow

estimation approach when alternative courses of action to recover the carrying amount of long-lived asset are under

consideration or range is estimated at the balance sheet date Significant estimates are made in the determination of future

undiscounted cash flows including historical and budgeted net operating income estimated holding periods risk of foreclosure

and estimated cash proceeds received upon disposition of the asset To the extent an impairment has occurred the loss will be

measured as the excess of the carrying amount of the property over the fair value of the property Determining fair value of real

estate if required also involves significant judgments and estimates including discount and capitalization rates Changes to

these estimates made by management could affect whether or not an impairment charge would be required and/or the amount

of impairment charges recognized
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Impairment of Unconsolidated Entities

The Company reviews its portfolio of unconsolidated entities for other-than-temporary impairments whenever events or

changes indicate that its carrying value in the investments may he in excess of fair value loss in value of an equity method

investment which is other-than-temporary is recognized as an impairment of unconsolidated entities This determination is

based upon the length of time elapsed severity of decline and other relevant facts and circumstances Determining fair value of

real estate investment and whether or not loss is other-than-temporary involves significant judgments and estimates

Changes to these estimates made by management could affect whether or not an impairment charge would be required and/or

the amount of impairment charges recognized

Stock-Based Compensation

Stock-based compensation cost is measured at the date of grant and is based on the fair value of the equity award The fair

value of stock options is computed using the Black-Scholes option pricing model which incorporates assumptions for risk-free

rate expected volatility dividend yield and expected life of the options The fair value of restricted stock is equal to the

closing price of the stock on the date of grant The fair value cost of stock options and restricted stock as adjusted for

estimated forfeitures are recognized over the requisite service period of the grantee using the straight-line attribution method

Cost recognition is accelerated if the grantee is retirement-eligible as defined in the 1994 Stock Plan or becomes

retirement-eligible before the end of the nominal vesting period The cost is recognized immediately if the grantee is

retirement-eligible at the date of grant or on straight-line basis over the period ending with the first anniversary from the date

of grant which the individual becomes retirement-eligible The fair value of performance shares is equal to the closing price of

the underlying stock on the date of grant Its cost is recognized on straight-line basis over the related performance period if it

is probable that the performance goals will be achieved

Earnings Per Share

The Companys restricted stock is considered participating security pursuant to the two-class method for computing basic

eamings per
share EPS The Class Common Units issued in exchange for Bruce Ratners noncontrolling interests in

the Forest City Ratner Company portfolio in November 2006 see Note Class Common Units which are reflected as

noncontrolling interests in the Companys Consolidated Balance Sheets are considered convertible participating securities as

they are entitled to participate in any dividends paid to the Companys common shareholders The Class Common Units are

included in the computation of basic EPS using the two-class method and are included in the computation of diluted EPS using

the if-converted method The Class common stock issuable in connection with the put or conversion of the Puttable

Equity-Linked Senior Notes due 2014 Convertible Senior Notes due 2016 and Series preferred stock are included in the

computation of diluted EPS using the if-converted method

Acquisition of Rental Properties

Upon acquisition of rental property the Company allocates the purchase price of the property to net tangible and identified

intangible assets acquired based on fair values Above-market and below-market in-place lease values for acquired properties

are recorded based on the present value using an interest rate which reflects the risks associated with the leases acquired of

the difference between the contractual amounts to be paid pursuant to the in-place leases and ii the Companys estimate of

the fair market lease rates for the corresponding in-place leases measured over period equal to the remaining non-cancelable

term of the lease Capitalized above-market lease values are amortized as reduction of rental revenues or rental expense for

ground leases in which the Company is the lessee over the remaining non-cancelable terms of the respective leases

Capitalized below-market lease values are amortized as an increase to rental revenues or rental
expense

for ground leases in

which the Company is the lessee over the remaining non-cancelable terms of the respective leases including any fixed-rate

renewal periods

Intangible assets also include amounts representing the value of tenant relationships and in-place leases based on the

Companys evaluation of each tenants lease and the Companys overall relationship with the respective tenant The Company
estimates the cost to execute leases with terms similar to in-place leases including leasing commissions legal expenses and

other related expenses This intangible asset is amortized to expense over the remaining term of the respective lease The

Companys estimates of value are made using methods similar to those used by independent appraisers or by using independent

appraisals Factors considered by the Company in this analysis include an estimate of the carrying costs during the expected

lease-up periods current market conditions and costs to execute similar leases In estimating carrying costs the Company
includes real estate taxes insurance and other operating expenses and estimates of lost rentals at market rates during the

expected lease-up periods which primarily range from three to twelve months The Company also considers information

obtained about each property as result of its pre-acquisition due diligence marketing and leasing activities in estimating the

fair value of the tangible and intangible assets acquired The Company also uses the information obtained as result of its

pre-acquisition due diligence as part of its consideration of conditional asset retirement obligations and when necessary will

record conditional asset retirement obligation as part of its purchase price
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Characteristics considered by the Company in allocating value to its tenant relationships include the nature and extent of the

Companys business relationship with the tenant growth prospects for developing new business with the tenant the tenants

credit quality and expectations of lease renewals among other factors The value of tenant relationship intangibles is amortized

over the remaining initial lease term and expected renewals but in no event longer than the remaining depreciable life of the

building The value of in-place leases is amortized over the remaining non-cancelable term of the respective leases and any

fixed-rate renewal periods

In the event that tenant terminates its lease the unamortized portion of each intangible asset including market rate

adjustments in-place lease values and tenant relationship values would be charged to expense

Allowance for Projects Under Development

The Company records an allowance for estimated development project write-offs for its projects under development specific

project is written off when it is determined by management that it is probable the project will not be developed The allowance

which is consistently applied is adjusted on quarterly basis based on the Companys actual development project write-off

history The allowance balance was $22786000 and $23786000 at January 31 2011 and 2010 respectively and is included

in accounts payable and accrued expenses

Cash and Equivalents

The Company considers all highly liquid instruments purchased with maturity of three months or less to be cash equivalents

Cash equivalents are stated at cost which approximates market value

Cash flows associated with items intended as hedges of identifiable transactions or events are classified in the same category as

the cash flows from the items being hedged Cash flows from derivatives not designated as cash flow or fair value hedges are

generally classified in the investing section in the Consolidated Statements of Cash Flows

Cash flows associated with lease procurement costs are classified as investing activities and consist primarily of lease

commissions and related legal fees associated with procuring first generation tenants under long-term lease agreements for

office buildings retail regional malls or specialty retail centers The Company primarily incurs these costs during the

development phase of the project and they are integral to starting construction and ultimately completing the project

Management views these lease procurement costs as part of the initial investment to obtain long-term cash inflow

The Company maintains operating cash and reserves for replacement balances in financial institutions which from time to

time may exceed federally insured limits The Company periodically assesses the financial condition of these institutions and

believes that the risk of loss is minimal

Restricted Cash and Escrowed Funds

Restricted cash and escrowed finds represent legally restricted amounts with financial institutions for debt services payments
taxes and insurance collateral security deposits capital replacement improvement and operating reserves bond finds

development escrows and construction escrows

During the year ended January 31 2010 $10226000 of certain replacement reserves previously written off were reinstated by
HUD This amount was recorded as an increase to restricted cash and as reduction of operating expenses

Allowance for Doubtful Accounts and Reserves on Notes Receivable

The Company records allowances against its rent receivables from commercial and residential tenants that it deems to be

uncollectible These allowances are based on managements estimate of receivables that will not be realized from cash receipts

in subsequent periods The Company also maintains an allowance for receivables arising from the straight-lining of rents This

receivable arises from earnings recognized in excess of amounts currently due under the lease agreements Management

exercises judgment in establishing these allowances and considers payment history and current credit status in developing these

estimates The allowance against the Companys straight-line rent receivable is based on the Companys historical experience

with early lease terminations as well as specific review of the Companys significant tenants and tenants that are having known

financial difficulties There is risk that the Companys estimate of the expected activity of current tenants may not accurately

reflect ftiture events If the estimate does not accurately reflect future tenant vacancies the reserve for straight-line rent

receivable may be over or understated by the actual tenant vacancies that occur The Company estimates the allowance for

notes receivable based on its assessment of expected future cash flows estimated to be paid to the Company If the estimate of

expected future cash flows does not accurately reflect actual events the Companys reserve on notes receivable may be over or

understated by the actual cash flows that occur
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Iavestments in Uncoasolidated Entities

The Company accounts for its investments in unconsolidated entities included in investments in and advances to affiliates

using the equity method of accounting whereby the cost of an investment is adjusted for the Companys share of income or loss

from the date of acquisition increased for equity contributions made and reduced by distributions received The income or loss

for each unconsolidated entity is allocated in accordance with the provisions of the applicable operating agreements which

may differ from the ownership interest held by each investor Certain of the Companys investments in unconsolidated entities

share of cumulative allocated losses and cash distributions received exceeds its cumulative allocated share of income and

equity contributions As result the carrying value of certain investments of unconsolidated entities is negative

Unconsolidated entities with negative carrying values are included in Investments in and Advances to Affiliates in the

Companys Consolidated Balance Sheet Differences between the Companys carrying value of its investment on the

unconsolidated entities and the Companys underlying equity of such unconsolidated entities are amortized over the respective

lives of the underlying assets or liabilities as applicable The Company records income or loss in certain unconsolidated

entities based on the distrihution priorities which may change upon the achievement of certain return thresholds

As is customary within the real estate industry the Company invests in certain projects through partnerships and limited

liability entities The Company may provide ftinding in excess of its legal ownership Such fundings are typically

interest-bearing or entitle the Company to preference on and of such advances on property cash flows and are included in

investments in and advances to affiliates

Other Assets

Included in other assets are costs incurred in connection with obtaining financings which are deferred and amortized on

straight-line basis which approximates the effective interest method over the life of the related debt Costs incurred in

connection with leasing space to tenants are also included in other assets and are deferred and amortized using the straight-line

method over the lives of the related leases

Investments in securities classified as available-for-sale are reflected in other assets at market value with the unrealized gains

or losses reflected as accumulated other comprehensive income loss Unrealized gains or losses were not material for any of

the three years ending January 31 2011 2010 and 2009

Intangible Assets Upon an acquisition of rental property the Company records intangible assets acquired at their estimated

fair value separate and apart from goodwill The Company amortizes identified intangible assets with finite lives on

straight-line basis over the period the assets are expected to contribute directly or indirectly to the thture cash flows of the

rental property acquired Intangible assets are reviewed for impairment whenever events or changes in circumstances indicate

that their carrying amount may not be recoverable An impairment loss is recognized if the carrying amount of an intangible

asset is not recoverable and its carrying amount exceeds its estimated fair value

In connection with the Companys military housing projects it records intangible assets based upon the costs associated with

acquiring military housing development and management contracts that are in progress Intangible assets related to the military

housing development contracts are amortized based upon the ratio of development fees earned in relation to overall fee income

to be earned throughout the contract period Intangible assets related to the military housing management contracts are

amortized based upon straight-line basis over the remaining term of the management contracts

Included with The Nets an investment accounted for by the Company on the equity method of accounting is the Companys
share of approximately $20562000 and $36920000 of the net intangible assets at the Companys ownership interest of

approximately 1000 and 23c for the years ended January 31 2011 and 2010 respectively The intangible assets consisted

primarily of the fair value of the franchise asset and players contracts that were acquired in connection with the team in

August 2004 These intangible assets were adjusted to estimated fair value on May 12 2010 in connection with the sale of

80c of Nets Sports and Entertainment LLCs NSE investment in The Nets see The Nets section of Note Net

Gain Loss on Disposition of Partial Interests in Rental Properties and Other Investment With the exception of the franchise

asset which the management of The Nets has determined is an indefinite-lived intangible asset such intangibles are

predominantly related to players contracts and amortized over their estimated useful lives which has been determined to be

five years The amortization of these intangible assets is included as component of the Companys proportionate share of

loss from The Nets within equity in earnings loss of unconsolidated entities The Companys portion of amortization expense

recorded by The Nets primarily attributed to the intangible assets was approximately $1228000 $14517000 and

$20862000 for the years ended January 31 2011 2010 and 2009 respectively

See Note Investments in and Advances to Affiliates for additional information on The Nets and Note Other Assets for

additional information on intangible assets

107



Forest City Enterprises Inc and Snbsidiaries

Notes to Consolidated Financial Statements

Summary of Significant Accounting Policies continued

Capitalized Software Costs Costs related to software developed or obtained for internal use are capitalized and amortized

using the straight line method over their estimated useful life which is primarily three years The Company capitalizes

significant costs incurred in the acquisition or development of software for internal use including the costs of the software

materials consultants interest and payroll and payroll-related costs for employees directly involved in developing internal-use

computer software once final selection of the software is made Costs incurred prior to the final selection of software costs not

qualifying for capitalization and routine maintenance costs are charged to expense as incurred

At January 31 2011 and 2010 the Company has capitalized software costs of $5294000 and $6321000 respectively net of

accumulated amortization of $39057000 and $35333000 respectively Total amortization of capitalized software costs

amounted to $3864000 $12282000 and $12058000 for the years ended January 31 2011 2010 and 2009 respectively

Accounts Payable and Accrued Expenses

At January 31 2011 and 2010 accounts payable and accrued expenses include book overdrafts of$10371000 and $2061000

respectively The overdrafts are result of the Companys cash management program and represent checks issued but not yet

presented to bank for collection

Accumulated Other Comprehensive Loss

The following table summarizes the components of accumulated other comprehensive income loss accumulated OCI

2011 2010 2009

Noncontrolling interest and income tax benefit

in thousands

485 456 170

1516 1467 2258

153432 141764 174838

155433 143687 177266

61004 56421 69745

Accumulated Other Comprehensive Loss 94429 87266 107521

Included in the amounts of unrealized lasses an interest rate contracts for the years ended January 31 2011 2010 and 2009 are $102387 $89637

and $109420 respectively of unrealized lasses on an interest rate swap associated with the New York Times an office building in Manhattan New

York on its mortgage debt with notional amount of $640000 This swap effectively
fixes the mortgage at an all in lender interest rate of 6.40c

5.50 swap rate plus 0.90 lender spread for ten years and approximately 533.160 is expected to be reclassified from OCI to interest expense

within the next twelve months

Fair Value of Financial Instruments

The carrying amount of notes and accounts receivable and accounts payable and accrned expenses approximates fair value

based upon the short-term nature of the instrnments The Company estimates the fair value of its debt instrnments by

discounting future cash payments at interest rates that the Company believes approximate the current market Estimated fair

value is based upon market prices of public debt available industry financing data current treasury rates and recent financing

transactions The estimated fair value of nonrecourse mortgage debt and notes payable bank revolving credit facility and

senior and subordinated debt is as follows

January 31 2011

Carrying Value Fair Value

in thonsandsl

January 31 2010

Carrying Value air Value

in thousands

5215656 4978454

3564157 3501698

8779813 8480152

See Note for fair values of other financial instrnments

Unrealized losses on securities

Unrealized losses on foreign currency translation

Unrealized losses on interest rate contractstU

January 31

Fixed 4649129 4802728

Variable

Total long-term debt

3468924 3519566

8118053 8322294
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Historic and New Market Tax Credit Entities

The Company has certain investments in properties that have received or the Company believes are entitled to receive historic

preservation tax credits on qualifying expenditures under Internal Revenue Code IRC section 47 and new market tax

credits on qualifying investments in designated community development entities CDEs under IRC section 45D as well as

various state credit programs including participation in the New York State Brownfield Tax Credit Program which entitles the

members to tax credits based on qualified expenditures at the time those qualified expenditures are placed in service The

Company typically enters into these investments with sophisticated financial investors In exchange for the financial investors

initial contribution into the investment the financial investor is entitled to substantially all of the benefits derived from the tax

credit but generally has no material interest in the underlying economics of the property Typically these arrangements have

put/call provisions which range up to years whereby the Company may be obligated or entitled to repurchase the financial

investors interest The Company has consolidated each of these entities in its consolidated financial statements and has

reflected these investor contributions as accounts payable and accrued expenses

The Company guarantees the financial investor that in the event of subsequent recapture by taxing authority due to the

Companys noncompliance with applicable tax credit guidelines it will indemnify the financial investor for any recaptured tax

credits The Company initially records liability for the cash received from the financial investor The Company generally

records income upon completion and certification of the qualifying development expenditures for historic tax credits and upon

certification of the qualifying investments in designated CDEs for new market tax credits resulting in an adjustment of the

liability at each balance sheet date to the amount that would be paid to the financial investor based upon the tax credit

compliance regulations which range
from to years Income related to the sale of tax credits of $3 1979000 $32698000

and $11168000 was recognized during the years ended January 31 2011 2010 and 2009 respectively which was recorded in

interest and other income

Income Taxes

Deferred tax assets and liabilities are recorded to reflect the expected tax consequences on future years attributable to

temporary differences between the financial statement carrying amounts and the tax basis of existing assets and liabilities The

Company has recognized the benefit of its tax loss carryforward which it expects to use as reduction of the deferred tax

expense The Company records valuation allowances against deferred tax assets if it is more likely than not that portion or all

of the deferred tax asset will not be realized The Companys financial statements reflect the expected future tax consequences

of tax position if that tax position is more likely than not of being sustained upon examination presuming the taxing

authorities have full knowledge of the position and all relevant facts The Company records interest and penalties related to

uncertain income tax positions as component of income tax expense

Distribution of Accumulated Equity to Noncontrolling Partners

Prior to the adoption of accounting guidance for noncontrolling interests effective February 2009 distributions to

noncontrolling partners in excess of their recorded noncontrolling interest balance related to refinancing proceeds from

nonrecourse debt which generally arise from appreciation of the underlying real estate assets were recorded as reduction of

shareholders equity through additional paid-in-capital During the year ended January 31 2009 the Company refinanced Nine

Metro Tech Center North an office building located in Brooklyn New York Of the total nonrecourse refinancing proceeds

distributed to the Companys noncontrolling partner in this property during the year ended January 31 2009 $3710000 was in

excess of the noncontrolling partners book capital account

Derivative Instruments and Hedging Activities

Derivatives are recorded at fair value The accounting for changes in the fair value of derivatives depends on the intended use

of the dcrivative whether the Company has cleeted tu dcsignate derivative in hcdging relationship and it meets thc

requirement to apply hedge accounting Derivatives designated and qualifying as hedge of the exposure to changes in the fair

value of an asset liability or firm commitment attributable to particular risk such as interest rate risk are considered fair

value hedges Derivatives designated and qualifying as hedge of the exposure to variability in expected future cash flows or

other types of forecasted transactions are considered cash flow hedges Hedge accounting generally provides for the matching

of the timing of gain or loss recognition on the hedging instrument with the recognition of the changes in the fair value of the

hedged asset or liability that are attributable to the hedged risk in fair value hedge or the earnings effect of the hedged

forecasted transactions in cash flow hedge The Company may enter into derivative contracts that are intended to

economically hedge certain of its risks even though hedge accounting does not apply or the Company elects not to apply hedge

accounting
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Variable Interest Entities

The Companys VIEs consist of joint ventures that are engaged directly or indirectly in the ownership development and

management of office buildings regional malls specialty retail centers apartment communities military housing

supported-living communities land development and The Nets As of January 31 2011 the Company determined that it was

the primary beneficiary of 34 VIEs representing 23 properties 18 VIEs representing properties in the Residential Group

14 VIEs representing 12 properties in the Commercial Group and VIEs/properties in the Land Development Group The

creditors of the consolidated VIEs do not have recourse to the Companys general credit As of January 31 2011 the

Company held variable interests in 61 VIEs for which it is not the primary beneficiary The maximum exposure to loss as

result of its involvement with these unconsolidated VIEs is limited to the Companys investments in those VIEs totaling

approximately $96000000 at January 31 2011

In addition to the VIEs described above the Cnmpany has also determined that it is the primary beneficiary of VIE which

holds collateralized borrowings of $29000000 as of January 31 2011 see Note Senior and Subordinated Debt

During the year ended January 31 2010 the Company settled outstanding debt of one of its unconsolidated subsidiaries

Gladden Farms II land development project located in Marana Arizona In addition the outside partner communicated its

intention to discontinue any future finding into the project As result of the loan transaction and the related negotiations with

the outside partner it has been determined that Gladden Farms II is VIE and the Company is the primary beneficiary which

required consolidation of the entity during the year ended January 31 2010 The impact of the initial consolidation of

Gladden Farms II was an increase in net real estate of approximately $21643000 and an increase in noncontrolling interests

of approximately $5010000 Based on the estimate of fair value the Company recorded gain of$1774000 upon
consolidation of the entity that is recorded in interest and other income for the year ended January 31 2010

Upon adoption ot the new accounting guidance for consolidation of VIEs the disclosure of VIE balances as of

January 31 2011 is presented parenthetically on the Consolidated Balance Sheet At January 31 2010 the carrying value of

real estate nonrecourse mortgage debt and noncontrolling interests of VIEs for which the Company is the primary beneficiary

are as follows

January 31
2010

in thousands

Real estate net 2016000

Nonrecourse mortgage debt 1584000

Noncontrolling interest 41OEJIJ

Noncontrolling Interest

Interests held by partners in consolidated real estate partnerships are reflected in noncontrolling interest which represents the

noncontrolling partners share of the underlying net assets of the Companys consolidated subsidiaries Noncontrolling interest

that is not redeemable is reported in the equity section of the Consolidated Balance Sheets

Noncontrolling interests where the Company may be required to repurchase the noncontrolling interest at fair value under put

option or other contractual redemption requirement are reported in the mezzanine section of the Consolidated Balance Sheets

between liabilities and equity as redeemable noncontrolling interest The Company adjusts the redeemable noncontrolling

interest to redemption value which approximates fair value at each balance sheet date with changes recognized as an

adjustment to additional paid-in capital see Note Fair Value Measurements
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New Accounting Guidance

In addition to the new accounting guidance for consolidation of VIEs discussed previously in Note the following accounting

pronouncement was adopted during the year ended January 31 2011

In January 2010 the FASB issued amendments to the accounting guidance on fair value measurements and disclosures This

guidance requires that an entity disclose separately the amounts of significant transfers in and out of Level and Level fair

value measurements and describe the reasons for the transfers It also requires an entity to present separately information about

purchases sales issuances and settlements in the reconciliation for fair value measurements using significant unobservable

inputs Level This guidance clarifies existing disclosures related to the level of disaggregation and inputs and valuation

techniques This guidance is effective for annual and interim reporting periods beginning after December 15 2009 except for

the disclosures related to Level fair value measurements which are effective for fiscal years beginning after

December 15 2010 Early adoption is permitted The adoption of this guidance related to Level and Level fair value

measurements on Febmary 1.2010 did not have material impact on the Companys consolidated financial statements The

Company does not expect the adoption of the guidance related to the Level fair value measurement disclosures to have

material impact on its consolidated financial statement disclosures

The following new accounting pronouncements will be adopted on their respective required effective date

In December 2010 the FASB issued an amendment to the accounting guidance on the disclosure of supplementary pro forma

information for business combinations This guidance specifies that if public entity is required to present pro forma

comparative financial statements for business combinations that occurred during the current reporting period the entity should

disclose revenue and earnings of the combined entity as though the business combinations that occurred during the current

year had occurred as of the beginning of the comparable prior annual reporting period only The guidance is effective for fiscal

years beginning on or after December 15 2010 Early adoption is permitted The Conipany does not expect the adoption of

this accounting guidance to have material impact on its consolidated financial statement disclosures

In December 2010 the FASB issued an amendment to the accounting guidance on goodwill and other intangible assets This

guidance specifies when to perform Step of the goodwill impairment test for reporting units with zero or negative canying

amounts For those reporting units with zero or negative carrying amounts an entity is required to perform Step of the

goodwill impairment test if it is more likely than not that goodwill impairment exists In determining whether it is more

likely than not that goodwill impairment exists an entity should consider whether there are any adverse qualitative factors

indicating that an impairment may exist The guidance is effective for fiscal years beginning after December 15 2010 Early

adoption is not permitted The Company does not expect the adoption of this accounting guidance to have material impact on

its consolidated financial statements
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The components of notes and accounts receivable net are as follows

Years Ended January 31
2011 2010

in thousands

Straight-line rent from tenants 162353 160743

Military Housing primarily reimbursable construction costs receivable 38151 58938

Stapleton advances see below 64065 41329

Receivables from tenants 34724 39417

Other accounts receivable 81989 91460

Notes receivable 53011 30474

434293 422361

Allowance for doubtthl accounts 31192 33825

Notes and Accounts Receivable Net 403101 388536

Weighted average interest rate on notes receivable 5.34% 6.Olo

Notes receivable due within one year 18330 10001

Stapleton Advances

Stapleton Land LLC has made certain advances to the Park Creek Metropolitan District the District for in-tract

infrastructure The advances are subordinate to the Districts senior and subordinated bonds see Note Financing

Arrangements For the years ended January 31 2011 and 2010 Stapleton Land LLC had advances outstanding

of $64065000 and $41329000 respectively included in other receivables The Company recorded approximately

$4237000 $3120000 and $2053000 of interest income related to these advances for the years ended January 31 2011

2010 and 2009 respectively
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Included in investments in and advances to affiliates are unconsolidated investments in entities that the Company does not

control and/or is not deemed to be the primary beneficiary and which are accounted for under the equity method of accounting

as well as advances to partners and other affiliatcs

Following is reconciliation of members and partners equity to the Companys carrying value in the accompanying

Consolidated Balance Sheets

January 31

2011 2010

in thousands

Members and partners equity as below 587164

Equity of other members and partners 548422

Companys investment in partnesships 38742

Basis differcnces

Advanccs to and on behalf of other affiliates net
________

Total Investments in and Advances to Affiliates

Assets Investments in unconsolidated invcstments

Liabilities Cash distributions and losses in excess of investments in unconsolidated investments
__________ ________________

Total Investment in and Advances to Affiliates

This amount repiesents
the aggregate difterence between the Companys historical cost basis and the basis reflected on the equity method venture

which is typically amortized over the life of the related assets and liabilities Basis differences occur from certain acquisition transaction and other

costs offset by other-than temporary impaimicnts that arc not reflected in the net assets of the equity method venture

Summarized financial information for the equity method investments is as follows

5514041

174106

272930

5961077

5016109

109246

384584

206778

536246

67190

6320153

5301900

369871

61218

587164

6320153

Represents assets and liabilities of Met Lofts an unconsolidated apartment community in Los Angeles

Febmary 12011

4373423

771521

271129

5416073

4694165

102593

481615

222752

398576

5899701

4721705

620540

557456

5.899.701

Califomia which was disposed on

Investments in and Advances to Affiliates

557456

513708

76634

25641

141017

43748

21498

200097

265343

431509

290492

141017

523409

258066

265343

Combined 100%
January 31

2011 2010

in thousands

Balance Sheet

Real Estate

Completed rental properties

Projects under constiuction and development

Land held for development or sale

Total Real Estate

Less accumulated depreciation

Real Estate net

Cash and equivalants

Restricted cash military housing bond thnds

Other restricted cash and escrowed funds

Other assets

Operating property assets held for salet

Total Assets

Mortgage debt and notes payable nonrecourse

Other liabilities

Liabilities of operating property held for sale1

Members and partners equity

Total Liabilities and Members and Partners Equity

944968 721908
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918828

531186

264923

1457
167804

15784

1613

28289

29902

820645

529544

217517

145257

13132

854342

599040

217094

66873

132604
48182

The following tables show the detail of the impairments noted above

Impainnent of real estate

Old Stone crossing at caldwell creek Mixed-Use Land Development charlotte North carolina

Mercury condominiums Los Angeles califomia

Navy Midwest Land owned by Military Hoosing Project chicago Illinois

Specialty Retail centers

El centro Mall El centro califomia

coachella Plaza coachella califomia

Soothgate Mall Yoma Arizona

Total impairment of real estate

companys portion
of impairment of real estate

Impairment of investments in unconsolidated entities

Mixed-Use Land Development

central Station

One Museum Park West chicago Illinois

Museum Park Place Two chicago Illinois

One Museum Park East chicago Illinois

1600 Museum Park chicago Illinois

Mercy campus Park chicago Illinois

Shamrock Business center Painesvilte Ohio

Palmer Manatee county Florida

cargor VI Manatee county Florida

Office Buildings

818 Mission Street San Francisco califomia

Bulletin Building San Francisco Califomia

Mesa del Sol Aperture center Albuqoerque New Mexico

Mesa del Sol 5600 University SE Alboquerque New Mexico

Specialty
Retail Centers

Village at Gulfstream Park Hallandale Beach Florida

Metreon San Francisco Cahifomia

Southgate Mall Yuma Arizona

Apartment communities

Uptown Apartments Oakland Catifomia

Metropolitan Lofts Los Angeles Califomia

Residences at University Park cambridge Massachusetts

Fenimore court Detroit Michigan

Pittsburgh Peripheral commercial Group Land Project Pittsburgh Pennsylvania

Millender center Detroit Michigan

classic Residence by Byatt Supported-Living Apartments Yonkers New York

Other

Total impairment of investments in unconsolidated entities

Total impamnstent of unconsolidated entities

Years Ended January 31
2011 2010 2009

in t/moiisammdc

1457

28910
30000

4737
1870

1356

1457 66873

743 13592

8250

4461
3237

2363

1817

170 1150

1214

892

4018
3543

2733

1693

35000

4595

1611

1529

6781

2505
855

693

7217

10317

3152
382

3937

1107

543

71716 36356 7693

72459 36356 21285

Combined 100%
Years Ended January 31

2011 2010 2009

itt thousands

Operations

Revenues

Operating expenses

Interest expense including early extinguishment of debt

Impairment of real estate1t1

Depreciation and amortization

Interest and other income

Loss from continuing operations

Discontinued operations

Operating earnings loss from rental properties

Gain on disposition of rental properties11

Discontinued operations subtotal

Net loss pre-tax

Companys portion of net earnings loss pre-tax

Impairment of investment in unconsolidated entities1t1

Gain loss on disposition of equity method investments121

Net loss pre-tax from unconsolidated entities

30758 58541 113087

2098

2098

453

3470

3923

856 60639 109164

42352 28458 27892

71716 36356 7693

830 49761

30194 15053 35585
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Upon disposition investments accounted for on the equity method are not classified as discontinued operations therefore gaina or losses on the

disposition of these properties arc reported in continuing operations The following table shows the detail of the gains losses on the disposition of

unconsolidated entities

Gain on disposition of rental properties

Millendcr center hotel parking office and retail Detroit Michigan

Pebble creek Apartment Community Twinsburg Ohio

Office Buildings

One lntcmational Place cleveland Ohio

Emery-Richmond Warrensville Heights Ohio

Woodbridgc crossing specialty Retail center Woodbridge Ness Jersey

Gain on disposition of rental properties

companys portion of gain on disposition of rental properties

Years Ended January 31
2011 2010 2009

in i/ionsands

17291

4555

3070
400

6443

28289 3470

24291 1081

Gain loss on disposision of unconsolidaied invesimenis

specialty
Retail Centers

Coachelta Plaza Coachella Califomia

southgate Malt Yuma Arizona

El Centro Malt El Centro Califomia

Metrcon 5an Francisco California

Apartment Communities

Clarkwood Warrensvilte Heights Ohio

Granada Gardens Warrcnsvitle Heights Ohio

Boulesard Towers Amherst New York

sale of three Classic Residence by Hyan 5upportcd-lis ing Apartments Chevy Chase Maryland

Teancck New Jersey and Yonkers Ness York
_________________________

Gain toss on disposition of unconsolidated ins csiments net

Included in other assets are costs incurred in connection with obtaining financing which are deferred and amortized over the

life of the related debt on straight line basis which approximates the effective interest method Costs incurred in connection

with leasing space to tenants are also included in other assets and are defetTed and amortized using the straight-line method

over the lives of the related leases

Other Assets 759399 836385

During the
yeai

ended January 31 2011 2010 and 2009 the Company recorded $12484 $16865 and $22337 respectively of amortization expense

related to intangible assets The estimated aggregate amortization expense retated to intangible assets is $11296 $8539 $7552 56.582 and $6062

for the years ended January 31 2012 2013 2014 2015 and 2016 respectively

319700

269986

152978

93721

Other Assets

Lease procurement costs net 275849

Prepaid expenses and other deferred costs net 266689

Intangible assets net111 135906

Mortgage procurement costs net 80955

104

64

48

1046

6983
6577

4498

31703

8301 49.761

January 31
2011 2010

in i/sousonds
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Nonrecourse mortgage debt and notes payable which is collateralized solely by completed rental properties projects under

construction and development and unde\ eloped land was as follows

January 31 2011

dollars hi /liou.sainls

Total

Fixed 3693608 172635

Variable

9203 3875446 6.04

January 31 2010

Fixed 4071975 57572

Variable

clollaiw is thousands

9685 4139232 6.l3

1067599

203900

11699 2519.126

43000 961515

7619873

4.84c

1.92c

5.17c

Proceeds from outstanding debt of $150165 and $47305 described above are recorded as restricted cash and eserossed funds as of

January 31 2011 and 2010 respeetisely for bonds issued in conjunction with deselopinent the full amount ot the bonds is issued at the beginning

of constmetion and must remain in escrow until costs are incurred

The Company generally borrows funds for development and construction projects with maturities of two to five years utilizing

variable-rate financing Upon opening and achieving stabilized operations the Company generally pursues long-term fixed-rate

financing

To mitigate short-term variable-interest rate risk the Company has purchased interest rate hedges for its mortgage debt

portfolio as follows

Taxable Priced off of London Interbank Offered Rate LIBOR Index

Period Covered

Caps

Notional Average Base

Amount Rate

Swaps

Notional Average Base

Amount Rate

02/01/11-02/01/12 600192

02/Ol/12-02/01/13

02/01/13-02 01/14

02/01 14-09/01/17

do//otis at t/iousoods

Operating Development Land Weighted

Properties Projects Projects Total Average Rate

Taxable 1554487

Tax Exempt 530728

5778823

Total gross commitment from lenders 2027549

1000775

203900

1377310

6882

35000

51085

2562144

769628

7207218

4.50c

2.09c

5.07c

Total

Operating Development

Properties Projects

51085

Land

Projects

Taxable 1439828

Tax-Exempt

Weighted

Total Average Rate

Total gross commitment from lenders 1946393

714615

6226418 1329071 64384

71242

491182

489926

5.18 1245900 3.77

5.53

5.53

949800

685000

640000

4.46

5.43

5.50
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Tax-Exempt Priced off of Securities Industry and Financial Markets Association SIFMA Index

Caps

Notional Average Base

Period Covered Amount Rate

do1lais in thousands

020l/l1-02/0l/12 174639 5.83 00

02/01/12-020l/13 146239 5.80

02/01/13-02/0114 10414 6.96

As of January 31 2011 the composition of mortgage debt and notes payable nonrecourse maturities including scheduled

amortization and balloon payments are as follows

Scheduled

Total Scheduled Balloon

Fiscal Years Ending January 31 Maturities Amortization Payments

in thousands

2012 1210850 74551 1136299

2013 1614780 54705 1560075

2014 993328 45084 948244

2015 475486 33475 442011

2016 362627 29745 332882

Thereafter 2550147

Total 7207218

Subsequent to January 31 2011 the Company addressed approximately $296677000 of nonrecourse debt scheduled to mature

during the year ending January 31 2012 through closed transactions commitments and/or automatic extensions The

Company also has extension options available on $462964000 of nonrecourse debt scheduled to mature during the year ended

January 31 2012 all of which require some predefined condition in order to qualify for the extension such as meeting or

exceeding leasing hurdles loan to value ratios or debt service coverage requirements The Company cannot give assurance that

the defined hurdles or milestones will be achieved to qualify for these extensions

The following table summarizes interest incurred and paid on mortgage debt and notes payable nonrecourse

Years Ended January 31

2011 2010 2009

in thausands

Interest incurred 428718 394137 394885

Interest incurred from discontinued operations 5830 9308 15045

Interest paid 429586 385689 392524
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On January 29 2010 the Company and its 15-member hank group entered into Second Amended and Restated Credit

Agreement and Second Amended and Restated Guaranty of Payment of Debt collectively the Credit Agreement The

Credit Agreement which matures on February 2012 provides for total borrowings of $500000000 subject to permanent

reduction as the Company receives net proceeds from specified external capital raising events in excess of $250000000 see

below The Credit Agreement bears interest at either LIBOR-based rate or Base Rate Option The LIBOR Rate Option is

the greater of5.75s or 3.75c over LIBOR and the Base Rate Option is the greater of the LIBOR Rate Option l.5 over the

Prime Rate or 0.500 over the Federal Funds Effective Rate Up to 20 of the available borrowings may be used for letters of

credit or surety bonds Additionally the Credit Agreement requires specified amount of available borrowings to be reserved

for the retirement of indebtedness The Credit Agreement has number of restrictive covenants including prohibition on

certain consolidations and mergers limitations on the amount of debt guarantees and property liens that it may incur

restrictions on the pledging of ownership interests in subsidiaries limitations on the use of cash sources and prohibition on

common stock dividends through the maturity date The Credit Agreement also contains certain financial covenants including

niaintenance of minimum liquidity debt service and cash flow coverage ratios and specified levels of shareholders equity all

as defined in the Credit Agreement At January 31 2011 the Company was in compliance with all of these financial

covenants

The Company also entered into Pledge Agreement Pledge Agreement with various banks party to the Credit Agreement

The Pledge Agreement secures its obligations under the Credit Agreement by granting security interest to certain banks in its

right title and interest as member partner shareholder or other equity holder of certain direct subsidiaries including but not

limited to its right to receive profits proceeds accounts income dividends distributions or return of capital from such

subsidiaries to the extent the granting of such security interest would not result in default under project level financing or the

organizational documents of such subsidiary

On March 2010 the Company entered into first amendment to the Credit Agreement that permitted it to issue

7.0c Series Cumulative Perpetual Convertible Preferred Stock Series preferred stock for cash or in exchange for

certain of its senior notes The amendment also permitted payment of dividends on the Series preferred stock so long as no

event of default has occurred or would occur as result of the payment To the extent the Series preferred stock was

exchanged for specified indebtedness the reserve required under the Credit Agreement was reduced on dollar for dollar basis

under the terms of the first amendment

On August 24 2010 the Company entered into second amendment to the Credit Agreement that sets forth the terms and

conditions under which the Company may in the future issue additional preferred equity with and without the prior consent of

the administrative agent but in either case without further specific amendment to the Credit Agreement These terms and

conditions include among others that majority of the proceeds from the additional preferred equity shall be used to retire

outstanding senior notes and that any dividends payable with respect to the additional preferred equity shall not exceed the

aggregate debt service on the senior notes retired plus $3000000 annually

0n January 2011 the Company entered into third amendment to the Credit Agreement This amendment permitted the

Company to make certain amendments to convertible notes hedge transactions in connection with the retirement of

$110000000 of its Convertible Senior Notes due 2016 2016 Notes in exchange for Class common stock

see Note Senior and Subordinated Debt In addition this amendment temporarily suspended the permanent reduction of

total revolving loan commitments as the Company receives net proceeds from specified external capital raising events from

January 18 2011 through March 31 2011

The available credit on the bank revolving credit facility is as follows

January 31
2011 2010

in thousands

Maximum borrowings 470336 500000

Less outstanding balances and reserves

Borrowings 137152 83516

Letters of credit 63418 90939

Surety bonds

Reserve for retirement of indebtedness

Available credit

46891 105067

222875 220478

Effective Febtuary 42011 maximum borrowings were further reduced to $464762 for specified
external

capital raising events prior to

January 182011
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Interest incurred and paid on the bank revolving credit facility is as follows

Years Ended January 31

2011 2010 2009

in thousands

lntcrest incurred 7694 7298 8211

Interest paid 7670 7156 7422

Senior and Subordinated Debt

The Companys Senior and Subordinated Debt is comprised of the following

January 31

2011 2010

On thousands

Senior Notes

3.625c Puttable Equity-Linked Senior Notes due 2011 net of discount 45480 98944

3.625c Puttable Equity-Linked Senior Notes due 2014 net of discount 198806 198480

7.625 Senior Notes due 2015 178253 300000

5.00000 Convertible Senior Notes due 2016 90000 200000

6.500 Senior Notes due 2017 132144 150000

7.375o Senior Notes due 2u34 100000 100OuO

744683 1047424

29000 29000

Total Senior and Subordinated Debt 773683 1076424

On January 27 2011 the Company entered into separate privately negotiated exchange agreements with certain holders of

its 2016 Notes to exchange the notes for shares of Class common stock In order to induce the holders to make the exchange

the Company agreed to increase the conversion rate from 71.8894 shares of Class common stock per $1000 principal

amount of notes to 88.8549 shares which factors in foregone interest to the holders among other inducements Under the terms

of the agreements holders agreed to exchange $110000000 in aggregate principal amount of notes for total of 9774039
shares of Class common stock Any accrued but unpaid interest was paid in cash Under the accounting guidance for induced

conversions of convertible debt the additional amounts paid to induce the holders to exchange their notes was expensed

resulting in loss of $31689000 during the year ended January 31 2011 which is recorded as early extinguishment of debt

On June 2010 and June 22 2010 the Company purchased on the open market $12030000 in principal amount of

its 6.500c senior notes due 2017 and $7000000 in principal amount of our 3.625c puttable equity-linked senior notes

due 2011 respectively These purchases resulted in gain net of associated deferred financing costs of $1896000 during the

year ended January 2011 which is recorded as early extinguishment of debt

On March 2010 the Company entered into separate privately negotiated exchange agreements with certain holders of three

separate series of the Companys senior notes due 2011 2015 and 2017 Under the terms of the agreements these holders

agreed to exchange their notes for new issue of Series preferred stock Amounts exchanged in each series are as follows

$51176000 of 3.625c puttable equity-linked senior notes due 2011 $121747000 of 7.625o senior notes due 2015 and

$5826000 of 6.500c senior notes due 2017 which were exchanged for $50664000 $114442000 and $4894000 of

Series preferred stock respectively This exchange resulted in gain net of associated deferred financing costs of

$6297000 during the year ended January 31 2011 which is recorded as early extinguishment of debt

Total Senior Notes

Subordinated Debt

Subordinate Tax Revenue Bonds due 2013
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Puttable Equity-Linked Senior Notes due 2011

On October 10 2006 the Company issued $287500000 of 3.625% puttable equity-linked senior notes due October 15 2011

2011 Notes in private placement The notes were issued at par and accrued interest is payable semi-annually in arrears on

April 15 and October 15 During the year ended January 31 2009 the Company purchased on the open market $15000000 in

principal of its 2011 Notes resulting in gain net of associated deferred financing costs of $3692000 which is recorded as

early extinguishment of debt During the year ended January 31 2010 the Company entered into privately negotiated exchange

agreements with certain holders of the 2011 Notes to exchange $167433000 of aggregate principal amount of their

2011 Notes for new issue of 3.625c puttable equity-linked senior notes due October 2014 This exchange resulted in gain

net of associated deferred financing costs of $4683000 which is recorded as early extinguishment of debt As discussed

above on June 22 2010 the Company purchased on the open market $7000000 in principal amount of its 2011 Notes Also

discussed above on March 2010 the Company retired $51176000 of its 2011 Notes in exchange for Series preferred

stock There was $468Q1000 $454R0000 net of discount and $105067000 $QR944000 net of discount of principal

outstanding at January 31 2011 and 2010 respectively

Holders may put their notes to the Company at their option on any day prior to the close of business on the scheduled trading

day immediately preceding July 15 2011 only under the following circumstances during the five business-day period after

any five consecutive trading-day period the measurement period in which the trading price per note for each day of that

measurement period was less than 98% of the product of the last reported sale price of the Companys Class common stock

and the put value rate as defined on each such day during any fiscal quarter if the last reported sale price of the

Companys Class common stock for 20 or more trading days in period of 30 consecutive trading days ending on the last

trading day of the immediately preceding fiscal quarter exceeds 130c of the applicable put value price in effect on the last

trading day of the immediately preceding fiscal quarter or upon the occurrence of specified corporate events as set forth in

the applicable indenture On and after July 15 2011 until the close of business on the scheduled trading day immediately

preceding the maturity date holders may put their notes to the Company at any time regardless of the foregoing circumstances

In addition upon designated event as defined holders may require the Company to purchase for cash all or portion of their

notes for 10000 of the principal amount of the notes plus accrued and unpaid interest if any as set forth in the applicable

indenture At January31 2011 none of the aforementioned circumstances have been met

If note is put to the Company holder would receive cash equal to the lesser of the principal amount of the note or the put

value and ii to the extent the put value exceeds the principal amount of the note shares of the Companys Class common

stock cash or combination of Class common stock and cash at the Companys option The initial put value rate

was 15.0631 shares of Class common stock per $1000 principal amount of notes equivalent to put value price of $66.39

per share of Class conimon stock The put value rate will be subject to adjustment in some events but will not be adjusted

for accrued interest In addition if fundamental change as defined in the applicable indenture occurs prior to the maturity

date the Company will in some cases increase the
put

value rate for holder that elects to put their notes

Concurrent with the issuance of the notes the Company purchased call option on its Class common stock in private

transaction The purchased call option allows the Company to receive shares of its Class common stock andlor cash from

counterparties equal to the amounts of Class common stock andlor cash related to the excess put value that it would pay to

the holders of the notes if put to the Company These purchased call options will terminate upon the earlier of the maturity date

of the notes or the first day all of the notes are no longer outstanding due to put or otherwise In separate transaction the

Company sold warrants to issue shares of the Companys Class common stock at an exercise price of $74.35 per share in

private transaction If the average price of the Companys Class common stock during defined period ending on or about

the respective settlement dates exceeds the exercise price of the warrants the warrants will be settled in shares of the

Companys Class common stock
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The 2011 Notes are the Companys only senior notes that qualify as convertible debt instruments that may be settled in cash

upon conversion including partial cash settlement The carrying amounts of the Companys debt and equity balances related to

the 2011 Notes are as follows

January 31
2011 2010

in thousands

Carrying amount of equity component 7484 16769

Outstanding principal amount of the puttable equity-linked senior notes 46891 105067

Unamortized discount 1411 6123
Net carrying amount of the puttable equity-linked senior notes 45480 98944

The unamortized discount will be amortized as additional interest expense through October 15 2011 The effective interest rate

for the liability component of the puttable equity-linked senior notes is 7.51c The Company recorded non-cash interest

expense
of $1532000 $6809000 and $8943000 for the years ended January 31 2011 2010 and 2009 respectively The

Company recorded contractual interest expense of $2001000 $7973000 and $10252000 for the years ended

January 31 2011 2010 and 2009 respectively

Puttable Equity-Linked Senior Notes due 2014

On October 2009 the Company issued $167433000 of 3.625c puttable equity linked senior notes due October 15 2014

2014 Notes to certain holders in exchange for S167.433000 of 2011 Notes discussed above Concurrent with the exchange

of 2011 Notes for the 2014 Notes the Company issued an additional $32567000 of 2014 Notes in private placement net of

5% discount Interest on the 2014 Notes is payable semi-annually in arrears on April 15 and October 15 beginning

April 15 2010 Net proceeds from the exchange and additional issuance transaction net of discounts and estimated offering

expenses was $29764000

Holders may put their notes to the Company at any time prior to the earlier of stated maturity or ii the Put Termination

Date as defined below Upon put note holder would receive 68.7758 shares of the Companys Class common stock

per $1000 principal amount of notes based on put value price of $14.54 per share of Class common stock subject to

adjustment The amount payable upon put of the notes is only payable in shares of the Companys Class common stock

except for cash paid in lieu of fractional shares If the daily volume weighted average price of the Class common stock has

equaled or exceeded 130c $18.90 at January 31 2011 of the put value price then in effect for at least 20 trading days in

any
30 trading day period the Company may at its option elect to terminate the rights of the holders to put their notes to the

Company If elected the Company is required to issue put termination notice that shall designate an effective date on which

the holders termination put rights will be terminated which shall be date at least 20 days after the mailing of such put

termination notice the Put Termination Date Holders electing to put their notes after the mailing of put termination

notice shall receive coupon make-whole payment in an amount equal to the remaining scheduled interest payments
attributable to such notes from the last applicable interest payment date through and including October 15 2013 The coupon
make-whole payment is payable at the Companys option in either cash or Class common stock

Senior Notes due 2015

On May 19 2003 the Company issued $300000000 of 7.625c senior notes due June 2015 2015 Notes in public

offering Accrued interest is payable semi-annually on December and June These senior notes may be redeemed by the

Company in whole or in part at any time on or after June 2008 at an initial redemption price of 103.8 l3 that is

systematically reduced to l00 through June 12011 As of June 12010 the redemption price was reduced to l0l.271 As

previously discussed on March 2010 the Company retired $121747000 of 2015 Notes in exchange for Series

preferred stock

Convertible Senior Notes due 2016

On October 26 2009 the Company issued $200000000 of 2016 Notes in private placement The notes were issued at par

and accrued interest is payable semi-annually on April 15 and October 15 beginning April 15 2010 Net proceeds from the

issuance net of the cost of the convertible note hedge transaction described below and estimated offering costs were

$177262000 As previously discussed the Company retired $110000000 of 2016 Notes in exchange for Class common
stock
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Holders may convert their notes at their option at any time prior to the closc of business on the second scheduled trading day

immediately preceding the maturity date Upon conversion nore holder would receive 71.8894 shares of the Companys
Class common stock per $1000 principal amount of notes based on put value price of approximately $13.91 per share of

Class common stock subject to adjustment The amount payable upon conversion of the notes is only payable in shares of

the Companys Class common stock except for cash paid in lieu of fractional shares

In connection with the issuance of the notes the Company entered into convertible note hedge transaction The convertible

note hedge transaction is intended to reduce subject to limit the potential dilution with respect to the Companys Class

common stock upon conversion of the notes The net effect of the convertible note hedge transaction from the Companys

perspective is to approximate an effective conversion price of$16.37 per share The terms of the Notes are not affected by the

convertible note hedge transaction The convertible note hedge transaction which cost $15900000 $9734000 net of the

related tax benefit was recorded as reduction of shareholders equity through additional paid in capital In connection with

the exchange transaction previously discussed the Company terminated portion of the convertible note hedge which resulted

in the receipt of cash proceeds of$ 1869000

Senior Notes due 2017

On January 25 2005 the Company issued $150000000 of 6.500c senior notes due February 2017 2017 Notes in

public offering Accrued interest is payable semi-annually on February and August These senior notes may be redeemed

by the Company in whole or in part at any time on or after February 2010 at redemption price of l03.250 beginning

February 2010 and systematically reduced to l00 through February 2013 As previously discussed on June 2010 the

Company purchased on the open market $12030000 in principal of its 2017 Notes Also previously discussed on

March 2010 the Company retired $5826000 of 2017 Notes in exchange for Series preferred stock

Senior Notes due 2034

On February 10 2004 the Company issued $100000000 of 7.375c senior notes due February 2034 in public offering

Accrued interest is payable quarterly on February May August and November These senior notes may be redeemed

by the Company in whole or in part at any time at redemption price of l00 of the principal amount plus accrued interest

All of the Companys senior notes are unsecured senior obligations and rank equally with all existing and future unsecured

indebtedness however they are effectively subordinated to all existing and future secured indebtedness and other liabilities of

the Companys subsidiaries to the extent of the value of the collateral securing such other debt including the bank revolving

credit facility The indentures governing the senior notes contain covenants providing among other things limitations on

incurring additional debt and payment of dividends

Subordinated Debt

In May 2003 the Company purchased $29000000 of subordinate tax revenue bonds that were contemporaneously transferred

to custodian which in turn issued custodial receipts that represent ownership in the bonds to unrelated third parties The

bonds bear fixed interest rate of 7.875c The Company evaluated the transfer pursuant to the accounting guidance on

accounting for transfers and servicing of financial assets and extinguishment of liabilities and has determined that the transfer

does not qualify for sale accounting treatment principally because the Company has guaranteed the payment of principal and

interest in the event that there is insufficient tax revenue to support the bonds when the custodial receipts are subject to

mandatory tender on December 2013 As such the Company is the primary beneficiary of this VIE and the book value

which approximated amortized costs of the bonds was recorded as collateralized borrowing reported as senior and

subordinated debt and as held-to-maturity securities reported as other assets

The following table summarizes interest inculTed and paid on senior and subordinated debt

Years Ended January 31

2011 2010 2009

in thnnsands

Interest incurred 51592 54598 60629

Interest paid 54318 51426 52095
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Consolidated Interest Expense

The following table summarizes interest incurred capitalized and paid on all forms of indebtedness included in Notes

andG

Years Ended January 31

2011 2010 2009

111 Illousand5

Interest incurred 488004 456033 463725

Interest capitalized 172664 112887 107222

Net interest expense 315340 343146 356503

Interest incurred from discontinued operations 5.830 9.308 15.045

Cash paid for interest net of amount capitalized 318910 330309 352459

Financing Arrangements

Collateralized Borrowings

On August 16 2005 the Park Creek Metropolitan District the District issued $58000000 Junior Subordinated Limited

Property Tax Supported Revenue Bonds Series 2005 the Junior Subordinated Bonds The Junior Subordinated Bonds

initially were to pay variable rate of interest Upon issuance the Junior Subordinated Bonds were purchased by third party

and the sales proceeds were deposited with trustee pursuant to the terms of the Series 2005 Investment Agreement Under the

terms of the Series 2005 Investment Agreement after March 2006 the District may elect to withdraw funds from the trustee

for reimbursement for certain qualified infrastructure and interest expenditures Qualifying Expenditures In the event that

finds from the trustee are used for Qualifying Expenditures corresponding amount of the Junior Subordinated Bonds

converts to an 8.5c fixed rate and matures in December 2037 Converted Bonds On August 16 2005 Stapleton

Land LLC consolidated subsidiary entered into Forward Delivery Placement Agreement FDA whereby Stapleton

Land LLC was entitled and obligated to purchase the converted fixed rate Junior Subordinated Bonds through June 2008

The District withdrew $58000000 of funds from the trustee for reimbursement of certain Qualifying Expenditures by June

2008 and the Junior Subordinated Bonds became Converted Bonds The Converted Bonds were acquired by Stapleton Land
LLC under the terms of the FDA Stapleton Land LLC immediately transferred the Converted Bonds to investment banks and

the Company simultaneously entered into total rate of retum swap TRS with notional amount of $58000000 The

Company receives fixed rate of 8.5c and pays the SIFMA rate plus spread on the TRS related to the Converted Bonds

The Company determined that the sale of the Converted Bonds to the investment banks and simultaneous execution of the TRS

did not surrender control therefore the Converted Bonds have been recorded as secured borrowing

During the years ended January 31 2011 2010 and 2009 consolidated subsidiaries of the Company purchased $8000000
$5000000 and $10000000 respectively of the Converted Bonds from the investment banks Simultaneous to each purchase

corresponding amount of related TRS was terminated and the corresponding secured borrowing was removed from the

Consolidated Balance Sheets The fair value of the Converted Bonds recorded in other assets was $58000000 at both

January 31 2011 and 2010 The outstanding TRS contracts on the $35000000 and $43000000 of secured borrowings related

to the Converted Bonds at January 31 2011 and 2010 respectively were supported by collateral consisting primarily of certain

notes receivable owned by the Company aggregating $29112000 The Company recorded net interest income of $1966000
$2331000 and $3205000 related to the TRS for the years ended January 31 20112010 and 2009 respectively

Other Financing Arrangements

In May 2004 Lehman Brothers Inc Lehman purchased $200000000 in tax increment revenue bonds issued by the

Denver Urban Renewal Authority DURA with fixed-rate coupon of 8.0 and maturity date of October 2024 which

were used to find the infrastructure costs associated with phase II of the Stapleton development project The DURA bonds

were transferred to trust that issued floating rate trust certificates Stapleton Land LLC entered into an agreement with

Lehman to purchase the DURA bonds from the trust if they were not repurchased or remarketed between June 2007 and

June 2009 Stapleton Land LLC was entitled to receive fee upon removal of the DURA bonds from the trust equal to the

8.0c coupon rate less the SIFMA index less all fees and expenses due to Lehman collectively the Fee The Fee was

accounted for as derivative with changes in fair value recorded through earnings On July 2008 $100000000 of the

DURA bonds were remarketed On July 15 2008 Stapleton Land LLC was paid $13838000 of the fee which represented

the fee earned on the remarketed DURA bonds
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During the year ended January 31 2009 Lehman filed for bankruptcy and the remaining SI 00000000 of the DURA bonds

were transferred to creditor of Lehman As result the Company reassessed the collectability of the Fee and decreased the

fair value of the Fee to 0- resulting in an increase to operating expenses of$l3816000 for the year ended January 31 2009

Stapleton Land LLC informed Lehman that it determined that Special Member Termination Event had occurred because

Stapleton Land LLC fulfilled all of its bond purchase obligations under the transaction documents by purchasing or causing

to be redeemed or repurchased all of the bonds held by Lehman and fulfilled all other obligations in accordance with the

transaction documents Therefore Stapleton Land LLC has no other financing obligations with Lehman The Company
recorded interest income of $4546000 related to the change in fair value of the Fee for the year ended January 31 2009

consolidated subsidiary of the Company has committed to find $24500000 to the District to be used for certain

infrastructure projects and has funded $22101000 of this commitment as of January 2011 In addition in June 2009 the

consolidated subsidiary committed to fund $10000000 to the City of Denver and certain of its entities to be used to find

additional infrastructure projects and has funded $2913000 of this commitment as of January 31 2011

Derivative Instruments and Hedging Activities

Risk Management Objective of Using Derivatives

The Company maintains an overall interest rate risk management strategy that incorporates the use of derivative instruments to

minimize significant unplanned decreases in earnings and cash flows that may be caused by interest rate volatility Derivative

instruments that are used as part of the Companys strategy include interest rate swaps and option contracts that have indices

related to the pricing of specific balance sheet liabilities The Company enters into interest rate swaps to convert certain

floating-rate debt to fixed-rate long-term debt and vice-versa depending on market conditions or forward starting swaps to

hedge the changes in benchmark interest rates on forecasted financings Option pioducts utilized include interest rate caps

floors interest rate swaptions and Treasury options The use of these option products is consistent with the Companys risk

management objective to reduce or eliminate exposure to variability in future cash flows primarily attributable to changes in

benchmark rates relating to forecasted financings and the variability in cash flows attributable to increases relating to interest

payments on its floating-rate debt The caps and floors have typical durations ranging from one to three years while the

Treasury options are for periods of five to ten years The Company also enters into interest rate swap agreements for hedging

purposes for periods that are generally one to ten years The Company does not have any Treasury options outstanding at

January 31 2011

Cash Flow Hedges of Interest Rate Risk

The Companys obiectives in using interest rate derivatives are to add stability to interest expense and to manage its exposure

to interest rate movements To accomplish these objectives the Company primarily uses interest rate caps and swaps as part of

its interest rate risk management strategy Interest rate caps designated as cash flow hedges involve the receipt of variable-rate

amounts from counterparty if interest rates rise above the strike rate on the contract in exchange for an upfront premium

Interest rate swaps designated as cash flow hedges involve the receipt of variable-rate amounts from counterparty in

exchange for the Company making fixed-rate payments over the life of the agreements without exchange of the underlying

notional amount

The effective portion of changes in the fair value of derivatives designated and qualifying as cash flow hedges is recorded in

accumulated OCI and is subsequently reclassified into earnings in the period that the hedged forecasted transaction affects

earnings The ineffective portion of the change in fair value of the derivatives is recognized directly in earnings The Company
recorded 51000 $1012000 and $515000 as an increase reduction of interest expense for the years ended

January 31 2011 2010 and 2009 respectively which represented total ineffectiveness of all fully consolidated cash flow

hedges Included in the total ineffectiveness charged to earnings are derivative losses reclassified from accumulated OCT as

result of forecasted transactions that did not occur by the end of the originally specified time period or within an additional

two-month period of time thereafter missed forecasted transaction For the year ended January 31 2010 there was one

missed forecasted transaction that resulted in $928000 of the total ineffectiveness recognized in the period There were no

missed forecasted transactions for the years ended January 31 2011 and 2009 As of January 31 2011 the Company expects

that within the next twelve months it will reclassify amounts recorded in accumulated OCT into earnings as an increase in

interest expense of approximately $29994000 net of tax However the actual amount reclassified could vary due to future

changes in fair value of these derivatives
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Fair Value Hedges of Interest Rate Risk

From time to time the Company and/or certain of its joint ventures the Joint Ventures cntcr into TRS on various

tax-exempt fixed-rate borrowings generally held by the Company and/or within the Joint Ventures The TRS convert these

borrowings from fixed rate to variable rate and provide an efficient financing product to lower the cost of capital In

exchange for fixed rate the TRS require that the Company and/or the Joint Ventures pay variable rate generally equivalent

to the SIFMA rate plus spread At January 31 2011 the SIFMA rate is 0.29 Additionally the Company and/or the Joint

Ventures have guaranteed the fair value of the underlying borrowing Any fluctuation in the value of the TRS would be offset

by the fluctuation in the value of the underlying borrowing resulting in minimal financial impact to the Company and or the

Joint Ventures At January 2011 the aggregate notional amount of TRS that are designated as fair value hedging

instruments is $280885000 The underlying TRS borrowings are subject to fair value adjustnient see Note Fair Value

Measurements

Nondesignated Hedges of Interest Rate Risk

The Company has entered into derivative contracts that are intended to economically hedge certain of its interest rate risk even

though the contracts do not qualify for hedge accounting or the Company has elected not to apply hedge accounting In

situations in which hedge accounting is discontinued or not elected and the derivative remains outstanding the Company
records the derivative at its fair value and recognizes changes in the fair value in the Consolidated Statements of Operations

The Company has entred into forward swaps to protect itself against fluctuations in the swap rate at terms ranging between

five to ten years associated with forecasted fixed rate borrowings At the time the Company secures and locks an interest rate

on an anticipated financing it intends to simultaneously terminate the forward swap associated with that financing At

January 31 2010 the Company had two forward swaps with an aggregate notional amount of $189325000 neither of which

qualified for hedge accounting The change in fair value of these swaps is marked to market through earnings on quarterly

basis On May 2010 the Company terminated one of these swaps As result at January 31 2011 the Company has one

remaining forward swap outstanding with notional amount of $60900000 which was terminated subsequent to

January 2011 Related to these forward swaps the Company recorded $1200000 84761000 and $14564000 for the

years ended January 2011 2010 and 2009 respectively as an increase reduction of interest expense
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The following table presents the fair values and location in the Consolidated Balance Sheets of all derivative instruments

Asset Derivatives

included in Other Assets

Current

Notional Fair Value

184

716

900

Liability Derivatives

included in Accounts Payable

and Accrued Expenses

Current

Notional

January 31 2010

in thousands

1738

1149081

390090

1539171

101549

42989

144538

Fair Value of Derivative Instruments

January 31 2011

Fair Value

in thousands

Derivatives Designated as Hedging Instruments

Interest rate caps 476100

Interest rate swap agreements 300000 1285000

TRS 280885

Total derivatives designated as hedging instruments 776100
_______________

1565885

Derivatives Not Designated as Hedging Instruments

Interest rate caps and floors 1943202 11

Interest rate swap agreements 20117 1801 60900

TRS 140800 2144 30600

Total derivatives not designated as hedging instruments 2104119 3956 91500

110398

21938

132336

14011

10240

24251

Derivatives Designated as Hedging Instruments

Interest rate caps and floors 549600

Interest rate swap agreements

TRS

Total derivatives designated as hedging instruments 549600 1738

Derivatives Not Designated as Hedging Instruments

Interest rate caps and floors 1350811 33

Interest rate swap agreements 20667 2154

TRS

Total derivatives not designated as hedging instruments 1371478 2187

189325 36582

40531 11406

229856 47988
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The following tables present the impact of gains and losses related to derivative instruments designated as cash flow hedges

included in the accumulated OCI section of the Consolidated Balance Sheets and in equity in loss of unconsolidated entities

and interest expense in the Consolidated Statements of Operations

Gain Loss Reclassified from

Accumulated OCI

Effective Portion

Gain Loss Location on Ineffectiveness

Recognized Consolidated Recognized in

Derivatives Designated as in OCI Statements of Interest Expense

Cash Flow Hedging Instruments Effective Portion Operations Amount on Derivatives

Year Ended January 31 2011 in thousands

Interest rate caps
interest rate swaps

and Treasury options 14854 Interest expense 2841

Equity in loss of

unconsolidated

Treasury options entities 80
Total 14854 2921

Year Ended January 31 2010

Interest rate caps interest rate swaps

and Treasury options 27386 Interest expense 3266 1012

Equity in loss of

unconsolidated

Treasury options entities 178 1099

Total 27386 3444 2111

The gain recognized in oci and the gain reclassified from accumulated oci for the year ended January 31 2010 have been revised to appropriately

exclude $51976 of interest payments on certain interest rate swaps

The following table presents the impact of gains and losses related to derivative instruments designated as fair value hedges

included in interest expense

Net Gain Loss Recognized
Ut

Year Ended January 31

2011 2010

Derivatives Designated as Fair Value Hedging Instruments in thousands

TRS 1924 16351

Derivatives Not Designated as Hedging Instruments

Interest rate caps interest rate swaps
and floors 2158 1388

TRS 1341 2873
Total 817 1485

The net loss recognized in interest expense from the change in fair value of the underlying TRS borrowings was $1924 and 51635 for the years

ended January 31 2011 and 2010 respectively offsetting the gain recognized on the TR5 see Note Fair value Measurements
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Credit-risk-related Contingent Features

The principal credit risk to the Company through its interest rate risk management strategy is the potential inability of the

financial institution from which the derivative financial instrunients were purchased to cover all of its obligations If

counterparty fails to fulfill its performance obligations under derivative contract the Companys risk of loss approximates the

fair value of the derivative To mitigate this exposure the Company generally purchases its derivative financial instruments

from the financial institution that issues the related debt from financial institutions with which the Company has other lending

relationships or from financial institutions with minimum credit rating of AA at the time the Company enters into the

transaction

The Company has agreements with its derivative counterparties that contain provision under which the derivative

counterparty could terminate the derivative obligations if the Company defaults on its obligations under its bank revolving

credit facility and designated conditions have passed In instances where subsidiaries of the Company have derivative

obligations that are secured by mortgage the derivative obligations could be terminated if the indebtedness between the two

parties is terminated either by loan payoff or default of the indebtedness In addition the Company has certain derivative

contracts which provide that if the Companys credit rating were to fall below certain levels it may trigger additional collateral

to be posted with the counterparty up to the full amount of the liability position of the derivative contracts Also certain

subsidiaries of the Company have agreements with certain of its derivative counterparties that contain provisions whereby the

subsidiaries of the Company must maintain certain minimum financial ratios

As of January 31 2011 the aggregate fair value of all derivative instruments in liability position prior to the adjustment for

nonperformance risk of S13187000 is 169774000 for which the Company had posted collateral consisting primarily of

cash and notes receivable of 5109145000 If all credit risk contingent features underlying these agreements had been

triggered on January 2011 as discussed above the Company would have been required to post collateral of the full amount

of the liability position referred to above or Si 69774000

Fair Value Measurements

The Companys financial assets and liabilities subject to fair value measurements are interest rate caps interest rate swap

agreements TRS and borrowings subject to TRS see Note Derivative Instruments and Hedging Activities The

Companys real estate and unconsolidated entities are also subject to periodic fair value measurements see Note

Impairment of Real Estate Impairment of Unconsolidated Entities Write-off of Abandoned Development Projects and Gain

Loss on Early Extinguishment of Debt and see Note Discontinued Operations and Gain on Disposition of Rental

Properties and Lumber Company

Fair Value Hierarchy

The accounting guidance related to estimating fair value specifies hierarchy of valuation techniques based upon whether the

inputs to those valuation techniques reflect assumptions other market participants would use based upon market data obtained

from independent sources also referred to as observable inputs The following summarizes the fair value hierarchy

Level Quoted prices in active markets that are unadjusted and accessible at the measurement date for identical

unrestricted assets or liabilities

Level Quoted prices for identical assets and liabilities in markets that are not active quoted prices for similar

assets and liabilities in active niarkets or financial instruments for which significant observable inputs are available

either directly or indirectly such as interest rates and yield curves that are observable at commonly quoted intervals

and

Level Prices or valuations that require inputs that are unobservable

In certain cases the inputs used to measure fair value may fall into different levels of the fair value hierarchy In such cases

the level in the fair value hierarchy within which the fair value measurement in its entirety fails has been deterniined based on

the lowest level input that is significant to the fair value measurement in its entirety The Companys assessment of the

significance of particular input to the fair value measurement in its entirety requires judgment and considers factors specific

to the asset or liability
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Measurement of Fair Value

The Company estimates the fair value of its hedging instruments based on interest rate market pricing models Although the

Company has determined that the significant inputs used to value its hedging instruments fall within Level of the fair value

hierarchy the credit valuation adjustments associated with the Companys counterparties and its own credit risk utilize Level

inputs such as estimates of current credit spreads to evaluate the likelihood of default by itself and its counterparties As of

January 31 2011 the Company has assessed the significance of the impact of the credit valuation adjustments on the overall

valuation of its hedging instruments positions and has determined that the credit valuation adjustments are significant to the

overall valuation of one interest rate swap and is not significant to the overall valuation of all of its other hedging instruments

As result the Company has determined that one interest rate swap is classified in Level of the fair value hierarchy and all of

its other hedging instruments valuations are classified in Level of the fair value hierarchy

The Companys TRS have termination values equal to the difference between the fair value of the underlying bonds and the

bonds base acquired price times the stated par amount of the bonds lpon termination of the contract with the counterparty

the Company is entitled to receive the termination value if the underlying fair value of the bonds is greater than the base price

and is obligated to pay the termination value if the underlying fair value of the bonds is less than the base price The

underlying borrowings generally have call features at par and without prepayment penalties The call features of the

underlying borrowings would result in significant discount factor to any value attributed to the exchange of cash flows in

these contracts by another market participant willing to purchase the Companys positions Therefore the Company believes

the termination value of the TRS approximates the fair value another market participant would assign to these contracts The

Company compares estimates of fair value to those provided by the respective counterparties on quarterly basis The

Company has determined its fair value estimate of TRS is classified in Level of the fair value hierarchy

To determine the fair value of the underlying borrowings subject to TRS the base price is initially used as the estimate of fair

value The Company adjusts the fair value based upon observable and unobservable measures such as the financial

performance of the underlying collateral interest rate risk spreads for similar transactions and loan to value ratios In the

absence of such evidence managements best estimate is used At January 31 2011 the notional amount of TRS borrowings

subject to fair value adjustments are approximately $280885000 The Company compares estimates of fair value to those

provided by the respective counterparties on quarterly basis The Company has determined its fair value estimate of

borrowings subject to TRS is classified in Level of the fair value hierarchy

Items Measured at Fair Value on Recurring Basis

The Companys financial assets consist of interest rate caps interest rate swap agreements and TRS with positive fair values

that are included in other assets The Companys financial liabilities consist of interest rate swap agreements and TRS with

negative fair values that are included in accounts payable and accrued expenses and borrowings subject to TRS included in

mortgage debt and notes payable nonrecourse The Company records the redeemable noncontrolling interest related to

Brooklyn Arena LLC at redemption value which approximates fair value see The Nets section of Note The following

table presents information about the Companys financial assets and liabilities that were measured at fair value on recurring

basis as of January 31 2011 and indicates the fair value hierarchy of the valuation techniques utilized to determine such fair

value

Fair Value Measurements

at January 31 2011

Level Level Level Total

in tlzousands

Interest rate caps 195 195

Interest rate swap agreements positive fair value 2517 2517

Interest rate swap agreements negative fair value 22022 102387 124409
TRS positive fair value 2144 2144

TRS negative fair value 32178 32178
Fair value adjustment to the borrowings subject to TRS 21938 21938

Redeemable noncontrolling interest 226829 226829

Total 19310 337312 356622
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The table belo\s presents reconciliation of all financial assets and liabilities and redeemable noneontrolling interest measured

at lair value on recurring basis using significant unobservable inptns Level

Balance ebi um 2010

Conti button of icdeemable nonconti oIling interest

Total iealied and uniealued gains losses

Included in earnings

Included in oilier conipi ehensive income

Included in additional paidin capital

Transfers

Settlement

Fair Value Measurements

Year Ended January 31 2011

Fair value

adjustment

Net to the borrowings Total TRS

TRS subject to TRS Related Total

is ihousandc

fransfci dui ing th cai ended January 31 2011 arc due to change in consolidation methods primarily related to the Companys deconsolidation of

certani entities as iesult of partial disposition of rental
pioperties see Note Net Gain Loss on Disposition of Partial Interests in Rental

Piupeities and Dther In\estment and the Companys adoption ofness consolidation accounting guidance

Net Gain Loss on Disposition of Partial Interests in Rental Properties and Other Investment

The net gain loss on disposition of partial interests in rental properties and other investment is comprised of the following

University Park Joint Venture

The Nets

Bernstein Joint Venture

Other transaction costs

University Park Joint Venture

Years Ended January 31
2011 2010 2009

in t/iouaond.s

176192

55112

29342

2656

257990

On February 22 2010 the Company formed joint venture with an outside partner HCN FCE Life Sciences LLC to acquire

seven life science office buildings in the Companys mixed-use University Par/c project in Cambridge Massachusetts formerly

\vholly-owned by the Company The seven life science office buildings are

Property

35 Landsdowne Street

40 Landsdoss ne Street

45 75 Sidney Street

65 80 Landsdowne Street

88 Sidney Street

Jackson Building

Richards Building

202.000 square feet

215000 square feet

277000 square feet

122000 square feet

145000 square feet

99000 square feet

126000 square feet

Fair Value Measurements contintted

Redeemable

Noncunti oIling Interest Rate

Interest 5% aps

89637 54.395

221909

1925

6.845

12750

42989 11406 101043

221909

3265

18477

2.619

Balance January31 2011 226829 102387 30034

1924

16508

2619

21938

1341 3266

12750
6845

1969 1969

8096 337312
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Net Gain Loss on Disposition of Partial Interests in Rental Properties and Other Investment continued

For its 49 share of the joint venture the outside partner invested cash and the joint venture assumed approximately

$320000000 of nonrecourse mortgage debt on the seven buildings In exchange for the contributed ownership interest the

Company received net cash proceeds of $140545000 of which $135117000 was in the form of loan from the joint venture

resulting in gain of $176192000 net of transaction costs of $31268000 during the year ended January 31 2011 Included in

these transaction costs were $23251000 of participation payments made to the ground lessor of the seven properties in

accordance with the respective ground lease agreements As result of this transaction the Company is accounting for the new

joint venture and the seven properties as equity method investments since both partners have joint control of the new venture

and the properties The Company will serve as asset and property manager for the buildings

The Nets

On May 12 2010 the Company through its consolidated subsidiary NSE closed on purchase agreement with entities

controlled by Mikhail Prokhorov MP Entities Pursuant to the terms of the purchase agreement the MP Entities

invested $223000000 and made certain ftinding commitments Funding Commitments to acquire 80% ot The Nets 45% of

Brooklyn Arena LLC Arena the entity that through its subsidiaries is overseeing the construction of and has long-term

lease in the Barclays Center arena and the right to purchase up to 20% of Atlantic Yards Development Company LLC which

will develop non-arena real estate In accordance with the Funding Commitments the MP Entities agreed to ftind The Nets

operating needs up to $60000000 including reimbursements to the Company for loans made to cover The Nets operating

needs from March 2010 to May 12 2010 totaling $15000000

The transaction resulted in change of controlling ownership interest in The Nets and pre-tax net gain recognized by the

Company of 5551 12000 $31437000 after noncontrolling interest This net gain is comprised of the gain on the transfer of

ownership interest to the new owner combined with the adjustment to fair value of the 20% retained noncontrolling interest

In accordance with accounting guidance on real estate sales the sale of45o interest in Arena was not deemed culmination of

the earning process since no cash was withdrawn therefore the transaction does not have an earnings impact

The MP Entities have the right to put their Arena ownership interests to the Company during four-month period following the

ten-year anniversary of the completion of the Barclays Center arena for fair market value as defined in the agreement Due to

the put option the noncontrolling interest is redeemable and does not qualify as permanent equity As result this redeemable

noncontrolling interest is recorded in the mezzanine section of the Companys consolidated balance sheet and will be reported

at redemption value which represents fair market value on recurring basis At January 31 2011 the estimated fair value

which is Level input is based on projected discounted cash flow model see Note Fair Value Measurements

NSE has similar right to put its noncontrolling interest in The Nets to the MP Entities at fair market value during the same

time period as the MP Entities have their put right on Arena

Bernstein Joint Venture

On February 19 2010 the Company formed new joint venture with the Bernstein Development Corporation to hold the

Companys previously held investment interests in three residential properties located within the Washington D.C

metropolitan area Both partners in the new joint venture have 50% interest and joint control over the properties These three

properties totaling 1340 rental units are

The Grand 549 units in North Bethesda Maryland

Lenox Club 385 units in Arlington Virginia and

Lenox Park 406 units in Silver Spring Maryland

The Company received $28922000 in cash proceeds and the joint venture assumed $163000000 of the nonrecourse mortgage

debt on the properties resulting in gains on disposition of partial interests in rental properties and other investment

of $29342000 for the year ended January 31 2011 As result of this transaction the Company is accounting for the new

joint venture and the three properties as equity method investments since both partners have joint control of the new venture

and the properties The Company continues to lease and manage the three properties on behalf of the joint venture

Other Transaction Costs

Other transaction costs of $2656000 represent costs incurred in connection with potential partial disposition in certain rental

properties During the year ended January 31 2011 the Company abandoned the proposed transaction and all related

transaction costs were expensed
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The income tax expense benefit related to continuing operations consists of the following

64065

5930

69995

69720

17375
1448

19223

12229

17111
15712

1399

30024

The effective tax rate for income taxes from continuing operations varies from the federal statutory rate of 355 due to the

following items

Earnings loss from continuing operations before income taxes

Equity in loss of unconsolidated entities net of impairment

Less Noncontrolling interests

Eamings loss from continuing operations including noncontrolling interest before income taxes

Income taxes computed at the statutory rate

Increase decrease in tax resulting from

State taxes net of federal benefit

Cumulative effect of change in state tax rate net of federal benefit

State net operating loss net of federal benefit

General Business Credits

Valuation allowance

Charitable contributions

Permanent adjustments

Conversion/Exchange of senior debt

Other items

Total income tax expense benefit

Effective tax rate

The components of the deferred income tax expense benefit for continuing operations arc as follows

Excess of tax over financial statement depreciation and amortization

Costs on land and rental properties under development expensed for tax purposes

Revenues and expenses recognized in different periods for tax and financial

statement purposes

Difference between tax and financial statements related to unconsolidated entities

Impairment of real estate

Deferred state taxes net of federal benefit

Utilization of addition to tax loss carryforward excluding effect of stock options

Cumulative effect of change in state tax rate net of federal benefit

Valuation allowance

General Business Credits

Altemative Minimum Tax credits

Deferred income tax expense benefit

See Note for disclosure of income taxes for discontinued operations

Years

2011

Ended Janua

2010

ry 31

2009

202182 7956 104347

30194 15053 35585
22974 6727 13456

149014 29736 153388

52155 10408 53686

5082 4929 3687

6082 7930

466 8849 3596

1556 2415 1233
86 10597 21516

4040 2195 3002

390 229 909

10274 5588
1045 3163 1179

69720 12229 30024
46.79% 41.13% 19.57c

8178 236 4599

29712 12520 9274

32955 15614 21425
13339 1901 4114
1847 3117 442

1735 6010 7467
13066 41019 11695

6082 7930

86 10597 21516

1556 2415 1233
1177 976 1658

69995 19223 1399

Years

2011

Ended January

2010

in l/iousonds

31

2009

Current

Federal

State

Deferred

Federal

State

Total income tax expense benefit

4525

4250

275

1772

5222

6994

28191

434

28625
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The components of the deferred income tax liability are as follows

January 31

Temporary Differences Deferred Tax

2011 2010 2011 2010

in t/zonsonds

Income taxes paid refunded were $9026000 $709000 and $4698000 for the years ended January 31 2011 2010

and 2009 respectively At January 31 2011 the Company had federal net operating loss carryforward for tax purposes

of $206051000 generated primarily from the impact on its net earnings of tax depreciation expense from real estate

properties and excess deductions from stock-based compensation that will expire in the years ending January 2024 through

January 31 2031 charitable contribution dcduction carryforward of $37273000 that will expire in the
years ending

January 31 2012 through January 31 2016 General Business Credit canyovers of $19070000 that will expire in the years

ending January 31 2012 through January 31 2031 and an alternative minimum tax AMT credit carryforward

of $29315000 that is available until used to reduce federal tax to the AMT amount

The Companys policy is to consider variety of tax-deferral strategies including tax deferred exchanges when evaluating its

future tax position The Company has full valuation allowance against the deferred tax asset associated with its charitable

contributions The Company has valuation allowance against its general business credits other than those general business

credits which are eligible to be utilized to reduce future AMT liabilities The Company has valuation allowance against

certain of its state net operating losses and credits These valuation allowances exist because management believes it is more

likely than not that the Company will not realize these benefits

The Company applies the with-and-without methodology for recognizing excess tax benefits from the deduction of

stock-based compensation The net operating loss available for the tax return as is noted in the paragraph above is greater

than the net operating loss available for the tax provision due to excess deductions from stock-based compensation reported on

the return as well as the impact of adjustments to the net operating loss under accounting guidance on accounting for

uncertainty in income taxes As of January 31 2011 the Company has not recorded in its financial statements net deferred

tax asset of approximately $17264000 from excess stock-based compensation deductions taken on the tax return for which

benefit has not yet been recognized in the Companys tax provision

2011

January 31

2010

in thousands

Deferred tax liabilities 1.588.086

Deferred tax assets

Less valuation allowance

1419914

1159856 1043684

61744 61140

1098112 982544

Net deferred tax liability 489974 437370

The valuation allowance is related to state net operating losses and credits general business credits and charitable contributions

Depreciation 459207 510203 178094 197872

C.apitalized costs 1162185 1002731 450730 388889

Tax loss carryforward 150821 170987 52787 59845
State loss carryforward net of federal benefit 27934 27659
Valuation allowance 61744 61140

Federal tax credits and other earryforwards 63860 63937
Other comprehensive income loss 154226 142543 59796 55278
Basis in unconsolidated entities 128703 143903 49488 55810

Other

Total

114675 153732 45705 59622

1330373 1189575 489974 437370
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Accounting for Uncertainty in Income Taxes

Unrecognized tax benefits represent those tax benefits related to tax positions that have been taken or are expected to be taken

in tax returns that are not recognized in the financial statements because management has either concluded that it is not more

likely than not that the tax position will he sustained if audited by the appropriate taxing authority or the amount of the benefit

will be less than the amount taken or expected to be taken in its income tax returns

As of January 31 2011 and 2010 the Company had unrecognized tax benefits of $408000 and $1611000 respectively The

Company recognizes estimated interest payable on underpayments of income taxes and estimated penalties as components of

income tax expense As of January 31 2011 and 2010 the Company had approximately $100000 and $525000 respectively

of accrned interest and penalties related to uncertain income tax positions The Company recorded income tax expense

benefit relating to interest and penalties on uncertain tax positions of $424000 $61000 and 8377000 for the years ended

January 2011 2010 and 2009 respectively The Company settled an Internal Revenue Service audit of one of its

partnership investments during the year ended January 31 2010 which resulted in decrease in the Companys unrecognized

tax benefits in the amount of$174000 and decrease in the associated accrued interest and penalties in the amount of $59000

The Company files consolidated United States federal income tax return Where applicable the Company files combined

income tax returns in various states and it files individual separate income tax returns in other states The Companys federal

consolidated income tax returns for the year ended January 31 2008 and subsequent years are subject to exarnination by the

Internal Revenue Service Certain of the Companys state returns for the years ended January 2003 through

January 31 2007 and all state returns for the year ended January 31 2008 and subsequent years are subject to examination by
various taxing authorities

reconciliation of the total amounts of the Companys unrecognized tax benefits exclusive of interest and penalties is

depicted in the following table

Unrecognized Tax Benefit

January 31
2011 2010

in thousands

Beginning balance Febrnary 12010 and 2009 1611 1481

Gross increases for tax positions of prior years 330

Gross decreases for tax positions of prior years 45
Gross increases for tax positions of current year

Settlements 174

Lapse of statutes of limitation 1151 26

Unrecognized tax benefits balance at January 31 2011 and 2010 408 1611

The total amount of unrecognized tax benefits that would affect the Companys effective tax rate if recognized as of

January 31 2011 and 2010 is $121000 and $155000 respectively Based upon the Companys assessment of the outcome of

examinations that are in
progress the settlement of liabilities or as result of the expiration of the statutes of limitation for

certain jurisdictions it is reasonably possible that the related unrecognized tax benefits for tax positions taken regarding

previously filed tax returns will change from those recorded at January 31 2011 Included in the $408000 of unrecognized

benefits noted above is $265000 which due to the reasons above could decrease during the next twelve months
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The Company operates through three strategic business units and five reportable segments dctermined in accordancc with

accounting guidance on segment reporting The three strategic business units/reportable segnicnts are the Commercial Group

Residential Group and Land Development Group Real Estate Groups The Commercial Group the Companys largest

strategic business unit owns develops acquires and operates regional malls specialty urban retail centers office and life

science buildings hotels and mixed-use projects The Residential Group owns develops acquires and operates residential

rental properties including upscale and middle-market apartments and adaptive re-use developments Additionally the

Residential Group develops for-sale condominium projects and also owns interests in entities that develop and manage military

family housing The Land Development Group acquires and sells both land and developed lots to residential commercial and

industrial customers It also owns and develops land into master planned communities and mixcd use projects The remaining

two reportable segments are The Nets member of the NBA and Corporate Activities The following tables summarize

financial data for the Companys five reportable segments All amounts are presented in thousands

The identifiable assets of 8333 at January 31 2010 represent losses in excess of the Companys investment basis in The Nets

Commercial Group 8471427

Residential Group 2680895

498190

January 31 Years Ended January 31
2011 2010 2011 2010 2009

Identifiable Assets Capital Expenditures

Land Development Group

The Netst

Corporate Activities

8626.937

2.67463

460.5 13

333
154955118697

500336 552241 742541

222712 390.088 342.877

339

110 280 610

11769209 11916711 723158 942609 1.086367

Years Ended January 31 Years Ended January 31
2011 2010 2009 2011 2010 2009

Revenues from Real Estate Operations Operating Expenses

909303

24742

211485

32131

927601

27068

257077

20267

908756

35437

273561

33848

443837 451.281 480759

19970 21609 15.699

136296 158.686 173.737

38650 33.119 52878

47030 39857 44097

Commercial Group

Commercial Group Land Sales...

Residential Group

Land Development Group

The Nets

Corporate Activities

Commercial Group

Residential Group

Land Development Group

The Nets

Corporate Activities

Commercial Group

Residential Group

Land Development Group

The Nets

Corporate Activities

1177661 1232013 1251602 685783 704.552 767170

Depreciation and Amortization Expense Interest Expense

187838 198688 196882

53906 57992 58257

334 830 1318

1769 2713 3030

227216 232631 247441

21233 27.515 35.910

3007 2.109 98

63884 80.891 73.250

243847 260223 259487 315340 343146 356503

Interest and Other Income

Net Earnings Loss Attributable to

Forest City Enterprises Inc

23392 19569 8626

19830 23673 19.620

9162 9508 12612

113040

54845

13593
9651

105283

48.571

1.167

511

28.674

82.226442 1249 1565

52826 53999 42423 58660 30651 113247

15 .946

1.102

10878

29.967

99314
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The Company uses measure defined as Earnings Before Depreciation Amortization and Deferred Taxes EBDT to report

its operating results EBDT is non-GAAP measure and is defined as net earnings excluding the following items at the

Companys proportional share gain loss on disposition of rental properties divisions and other investments net of tax
ii the adjustment to recognize rental revenues and rental expense using the straight-line method iii non-cash charges for real

estate depreciation amortization amortization of mortgage procurement costs and deferred income taxes iv preferred

payment which is classified as noncontrolling interest expense in the Companys Consolidated Statements of Operations

impairment of real estate net of tax vi extraordinary items net of tax and vii cumulative or retrospective effect of

change in accounting principle net of tax

The Company believes that although its business has many facets such as development acquisitions disposals and property

management the core of its business is the recurring operations of its portfolio of real estate assets The Companys Chief

Executive Officer the chief operating decision maker uses EBDT as presented to assess performance of its portfolio of real

estate assets by operating segment because it provides information on the financial performance of the core real estate portfolio

operations EBDT measures the profitability of real estate segments operations of collecting rent paying operating expenses

and servicing its debt The Companys segments adhere to the accounting policies described in Note Unlike the real estate

segments EBDT for The Nets segment equals net earnings loss All amounts in the following tables are presented in

thousands

continued on next page
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Reconciliation of EBDT to Net Earnings Loss by Segment

Year Ended Januars 31 2011 The Nets Corporate Total

9651 86188

19095

309875

281746

14218

36550

17551

2341

125026

14362

3229

43932

4296

123

1595
609

27998

48731

58660

11807

46853

636

13
400

1.099

54845-i 13593 9651 105283

11807

117.090113040 54845 13593 9651

Land

Comntercial

Group

Residential

Group

levelopmeut

Group

EBDT 277480 106556 2376

Depreciatton and amortization Real Estate Groups 205876 75606 264
Amortt.atioo of mortgage procoreusent costs Real Estate Groups 11377 2568 273
Deferred taxes Real Estate Groups 13746 3118 591

Straightline rent adjustuteut 17037 522

Preference payment 2341

Gaiu 00 dtspositiou of partial iuterests iu reotal properties oct of tax 106943 18083

Gatu oit dispositiou of uncousolidated enttttes net of tax 3436 10926

Impairment of real estate oct of tax 2213 1016

Impairment of uneottsoltdated eittities net of tax 30115 13817

Diseoutiuued opemtions net of tax

Depreciation and amortization Real Lstate Groups 3660
Amortization of

tuortgage procurement costs Real Estate Groups 110
Deferred taxes Real Estate Groups 1195

Straight lttte rent adjustment 609

Gain on disposition of rental properties 26899

Impairistent of real estate net of tax

Net earnings loss attributable to Forest Cit Enterprises Inc

Preferred dividends

Net earnings loss attributable to Forest Cio Enterprises Inc common shareholders.

Year Ended Januaro 31 2010

48731

113040

-__________

EBDT

Depreciation and amorttaattou Real Estate Groups

Ainartization of martgagz procurement co Real E.tate Groups

Deferred taxes Real Estate Groups

Straightline rent adjustment

Preference payiuent

Gain on disposition of anconsolidated entities net of tax

Impairment of real estate net of tax

Impaimient of unconsolidated entittes net of tax

Discontinoed operations net of tax

Depreciation and amortization Real Estate Groups..

Amortization of mortgage prueorement costs Real Estate Gruups

Deferred taxes Real Estate Groups

Straight-line rent adjustment

Gain on disposition of rental properties

Impaimsent of real estate net of tax

Deterred gain on disposition oi Lnmber t..iroup

Net earnings loss attributable to Forest City Enterprises Inc

Year Ended January 31 2009

EBI3T

Depreciatiots and aissortizatiois Real Estate Groups

Amortizatmuis of mortgage procuremeist costs Real Estate Gruolss

Deferred taxes Real Estate Groups

Straightline rent adjusimeist

Preference payment

Preferred return on disposition net of tax

Gain on sale of other investissents net of tax

Gain on dispusition ofnneonsolidased entities net of tax

Impairment of real
estate net of tax

Impairment of unconsolidated entities net ot tax

Retrospective adoption of accounting guidance for convertible debt instronsents

Discontinued
operations set of tax

Depreciation and amortization Real Estate Groups

Amortizattoit of morigaee proesireineut costs Real Estate Groups

Deferred taxes Real Estate Groups

Straightline rent adjosinsent

Gain on disposition of rental properties

Deferred oaiu on disposition of Lumber Group
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earnings loss attributable to Forest City Enterprises Inc
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Leases

The following tables include all lease obligations of the Company

The Company as Lessor

The following table summarizes the minimum future rental income to be received on non-cancelable operating leases of

commercial properties that generally extend for periods of more than one year

Years Ending January 31

in thousands

2012 602324

2013 557549

2014 532154

2015 501702

2016 474692

Later years 2931892

5600313

Most of the commercial leases include provisions for reimbursements of other charges including real estate taxes utilities and

operating costs which are included in revenues from real estate operations The following table summarizes total

reimbursements

Years Ended January 31
in thousands

2011 212790

2010 194253

2009 198606

The Company as Lessee

The Company is lessee under various operating leasing arrangements for real property and equipment The most significant

of these involve ground leases which expire between the years 2011 and 2100 excluding optional renewal periods The

Company is subject to participation payments under certain of its ground leases the most significant of which are in Boston

and New York City These payments are triggered by defined events within the respective lease agreements and the timing and

ftiture amounts are not determinable by the Company

Minimum fixed rental payments under long-term leases over one year in effect at January 31 2011 are as follows

Years Ending January 31

in thousands

2012 15684

2013 14407

2014 13845

2015 13303

2016 13435

Latex yeais 494970

565644

The following table summarizes rent expense

Years Ended January 31

in thousands

2011 19565

2010 25748

2009 25621
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Commitments and Contingencies

The Company has various guarantees including indirect guarantees of indebtedness of others The Company believes the risk

of payment under these guarantees as described below is remote and to date no payments have been made under these

guarantees

As of January 31 2011 the Company has guaranteed loan of $1400000 relating to the Companys share of bond issue

made by the Village qf Woodridge relating to Land Development Group project in suburban Chicago Illinois This bond

issue guarantee terminates April 30 2015 unless the bonds are paid sooner and is limited to $500000 in any one year The

Company also had outstanding letters of credit of $63418000 as of January 31 2011 The maximum potential amount of

thiture payments on the guaranteed loan and letters of credit the Company could be required to make is the total amounts noted

above

The Company has entered into certain partnerships whereby the outside investment partner is allocated certain tax credits

These partnerships typically require
the Company to indemnify on an after-tax or grossed np hasis the investment

partner

against the failure to receive or the loss of allocated tax credits and tax losses At January 31 2011 the maximum potential

payment under these tax indemnity guarantees was approximately $132947000 of which $80931000 has been recorded in

accounts payable and accrued expenses The Company believes that all necessary requirements for qualifications for such tax

credits have been and will continue to be met and that the Companys investment partners will be able to receive expense

allocations associated with the properties The Company does not expect to make any payments under these guarantees

The Companys mortgage loans are nonrecourse however in some cases lenders carve out certain items from the nonrecourse

provisions These carve out items enable the lenders to seek recourse if the Company or the joint venture engages in certain

acts as defined in the respective agreements such as commit fraud intentionally misapply funds or intentionally misrepresent

facts The Company has also provided certain environmental guarantees Under these environmental remediation guarantees

the Company must remediate any hazardous materials brought onto the property in violation of environmental laws The

maximum potential amount of future payments the Company could be required to make on the environmental guarantees is

limited to the actual losses suffered or actual remediation costs incurred portion of these carve-outs and guarantees have

been made on behalf of joint ventures and the Company believes any liability would not exceed its partners share of the

outstanding principal balance of the loans in which these carve-outs and environmental guarantees have been made At

January 31 2011 the outstanding balance of the partners share of these loans was approximately $381665000 The Company
believes the risk of payment on the carve-out guarantees is mitigated in most cases by the fact that the Company manages the

property and in the event the Companys partner did violate one of the carve-out items the Company would seek recovery

from its partner for any payments the Company would make Additionally the Company further mitigates its exposure through

environmental insurance and other types of insurance coverage

The Company monitors its properties for the presence of hazardous or toxic substances Other than those environmental

marters identified during the acquisition of site which are generally remediated prior to the commencement of development

the Company is not aware of any environmental liability with respect to its operating properties that would have material

adverse effect on its financial position cash flows or results of operations However there can be no assurance that such

material environmental liability does not exist The existence of any such material environmental liability could have an

adverse effect on the Companys results of operations and cash flow The Company carries environmental insurance and

believes that the policy terms conditions limits and deductibles are adequate and appropriate under the circumstances given

the relative risk of loss the cost of such coverage and current industry practice

The Company customarily guarantees lien-free completion of projects under construction Upon completion as defined the

guarantees are released The Company currently provides the following completion guarantees on its completed projects and

projects under construction and development

Percent

Total Costs Completed

do/lais in thousandsl

At January 31 2011

837236 93oOpenings and acquisitions

Under construction

Total Real Estate

2715018 67c

3552254 73o
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Commitments and Contingencies continued

Additionally the Company has provided guaranty of payment performance and completion of certain obligations associated

with certain Military Housing Privatizatiun Initiative MHPI projects These guarantees do not include guaranty of

available MHPJ project sources and the Company cannot be compelled to replace deficiency in available sources In the event

the guaranty were called upon any nioney advanced by the Company would be replaced by appropriate sources available

within the MHPI project Inclusive of the available MHPI project sources the Company believes the maximum net exposure to

be $89019000 at January 2011 Currently the Company anticipates further MHPI project sources will cover this

maximuni
exposure

and future advances by the Company will not be required

In addition to what is stated above the Company has guaranteed the lender the lien free completion of certain horizontal

infrastnicture associated with certain land development projects The maximum amount due by the Company under these

completion guarantees is limited to $71386000

The Company is also ins olved in certain claims and litigation related to its operations and development Based on the facts

known at this time management has consulted with legal counsel and is of the opinion that the ultimate outcome of all such

claims and litigation will not have material adverse effect on the financial condition results of operations or cash flows of the

Company

In connection with the Companys through its subsidiary NSE August 2004 purchase of The Nets and its May 12 2010 sale

of an 80 interest in The Nets the Company certain subsidiaries and certain members have provided an indemnity guarantee

to the NBA for any losses arising from the transaction including the potential relocation of the team The Companys
indemnity is effective as long as the Company owns an interest in the team The indemnification provisions are standard

provisions that are required by the NBA The Company and the other indemnifying parties have insurance
coverage

of

$100000000 in connection with such indemnity The Company evaluated the indemnity guarantee and determined that the

fair salue of the Companys liability for its obligations under the guarantee was not material

Certain of the Companys ground leases include provisions requiring it to indemnify the ground lessor against claims or

damages occurring on or about the leased property during the term of the ground lease These indemnities generally were

entered into prior to the effective date of accounting guidance related to guarantees therefore they have not been recorded in

the Company consolidated financial statements at January 2011 The maximum potential amount of future payments the

Company could be required to make is limited to the actual losses suffered The Company mitigates its exposure to loss related

to these indeninities through insurance coverage

The Company is party to an easement agreement under which it has agreed to indemnify third party for any claims or

damages arising from the use of the easement area of one of its development projects The Company has also entered into an

environmental indemnity at one of its development projects whereby it agrees to indemni third party for the cost of

remediating any environmental condition The maximum potential amount of future payments the Company could be required

to make is limited to the actual losses suffered or actual remediation costs incurred The Company mitigates its exposure to

loss related to the easement agreement and environmental indemnity through insurance coverage

The Company issued $40000000 guaranty in connection with certain environmental testing and subsurface investigation

work that was performed pursuant to temporary entry license agreement issued by the Metropolitan Transportation Authority

and the Long Island Rail Road Company in connection with the development of mixed-use project in Brooklyn New York
Under the terms of such license agreement the sum of the guaranty could be reduced two years after completion of the work if

no environmental response action was required because of the work and remain in place in such reduced amount for an

additional four years The work was completed on July 16 2006 and no environmental response action arose from the work

Accordingly the sum of the guaranty was reduced to $30000000 and will remain in place until July 16 2012 The Company
is not aware of any further environmental work related to this project or guarantee that would have material effect on its

financial position cash flosvs or results of operations
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Stock-Based Compensation

The Companys 1994 Stock Plan as amended in June 2010 the Plan permits the award of Class stock options restricted

shares performance shares and other equity awards to key employees and nonemployee directors of the Company The

aggregate
maximum number of shares that may be issued under the Plan is 16750000 for all types of awards including

5400000 for restricted shares and performance shares

As of January 31 2011 the total number of shares available for granting of all types of awards was 5248788 of which

3220849 may he restricted shares or performance shares The maximum annual award to an individual is 400000 stock

options 225000 restricted shares and 100000 performance shares Stock options have maximum term of 10 years and are

awarded with an exercise price at least equal to the market value of the stock on the date of grant Class common stock

issued upon the exercise of stock options may be issued out of authorized and unissued shares or treasury stock The Plan

which is administered by the Compensation Committee of the Board of Directors does not allow the reduction of option prices

without shareholder approval except for the anti-dilution adjustments permitted by the Plan The Company has not amended

the terms of any previously issued equity award All outstanding stock options have an exercise price equal to the fair market

value of the undcxlyiug stock at the date of grant 10-year tcini and graded vesting ovcr thrcc to four
years

All outstanding

restricted shares have graded vesting over three to four years

The amount of stock-based compensation costs and related deferred income tax benefit recognized in the financial statements

are as follows

Years Ended January 31
2011 2010 2009

in t/iousandv

Stock option costs 6085 8472 9775

Restricted stock costs 8846 8266 7345

Total stock-based compensation costs 14931 16738 17120

Less amount capitalized into qualifying real estate projects 6962 9229 8615
Amount charged to operating expenses 7969 7509 8505

Depreciation expense on capitalized stock-based compensation 602 417 245

Total stock-based compcnsation expense 8571 7926 8750

Deferred income tax benefit 2935 2666 2812

The amount of stock-based compensation expensed at the date of grant for awards granted to retirement-eligible grantees

during the years ended January 31 2011 2010 and 2009 were S1136000 $350000 and $1298000 respectively

The accounting guidance for share-based payment requires the cash flows resulting from the tax benefits from tax deductions

in excess of the compensation cost recognized for those options or shares excess tax benefits to be classified as financing cash

flows in the Consolidated Statements of Cash Flows The Company records excess tax benefits only if the excess tax

deductions reduce taxes payable computed on with-and-without basis Excess tax benefits recorded reversed under this

accounting guidance and classified as financing cash flows amounted to 8-0- 8-0- and 83569000 for the years ended

January 31 2011 2010 and 2009 respectively The reversal of the excess tax benefits during the year ended January 31 2009

resulted from the Companys 2007 tax return being filed during 2008 with less taxable income than originally estimated

resulting in the Company being unable to utilize the excess tax deductions previously recorded

Stock Options

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model with the

following weighted-average assumptions used for options granted during the respective years

Year

2011

Ended Janua

2010

ry 31
2009

Risk-free interest rate 2.79% 2.02c 3.73o

Expected volatility 71.51% 65.90 22.97

Expected dividend yield 0.00% 0.00o 0.54c

Expected term in years 5.50 5.50 5.50
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The risic free interest rate was based on published yields of U.S Treasury Strips having maturity date approximating the

expected term of the options Expected volatility was based on the historical volatility of the Companys stock using the daily

closing prices of the Companys Class common stock over period of time equivalent to the expected term of the options

The expected dividend yield was based on the Companys recent annual dividend divided by the average price of the

Companys Class common stock during that period Historical plan experience was used to estimate the expected term of

options granted

The following table provides summary of stock option activity for the year ended January 2011

Weighted

Average

Remaining

Weighted Contractual Intrinsic

Average Term Value

Shares Exercise Price in years in thousands

Outstanding at January 31 2010 3982942 38.35

Granted 434977 15.89

Exercised 183716 14.27

Forfeited expired 107525 49.39

Outstanding at January 31 2011 4126678 36.76 5.63 3975

Options exercisable fully vested at January 31 2011 2734730 38.50 4.56 1143

The weighted average grant-date fair value of stock options granted during 2010 2009 and 2008 was $9.99 $4.56 and $10.11

respectively The total intrinsic value of stock options exercised during 2010 2009 and 2008 was $389000 $72000 and

$1870000 respectively Cash received from stock options exercised during 2010 2009 and 2008 was $2621000 $128000

and $1133000 respectively There was no material income tax benefit realized as reduction of income taxes payable from

stock options exercised during 2010 2009 or 2008 At January 31 2011 there was $4168000 of unrecognized compensation

cost related to stock options that is expected to be recognized over weighted-average period of 2.40 years

Restricted Stock

The following table provides summary of restricted stock activity for the year ended January 31 2011

Weighted

Average

Grant-Date

Shares Fair Value

Unvested shares at January 31 2010 1088487 22.84

Granted 724059 15.89

Vested 221562 39.81

Forfeited 20846 19.80

Unvested shares at January 31 2011 1570138 17.16

Restricted stock represents grant of Class common stock to key employees and nonemployee directors subject to

restrictions on disposition transferability and risk of forfeiture while having the rights to vote the shares and receive

dividends The restrictions generally lapse on the second third and fourth anniversary of the date of grant Grants that have

graded vesting over three years lapse one-third on each anniversary of the date of grant Restricted shares subject to the

restrictions mentioned above are considered to be nonvested shares under the accounting guidance for share-based payment
and are not reflected as issued and outstanding shares until the restrictions lapse At that time the shares are released to the

grantee and the Company records the issuance of the shares At January 31 2011 1570138 unvested shares of restricted

stock were excluded from issued and outstanding shares of Class common stock in the accompanying consolidated financial

statements
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The weighted average grant-date fair value of restricted stock granted during 2010 2009 and 2008 was $15.89 $7.80

and $36.5 respectively The total fair value of shares that vested during 20 10 2109 and 2008 was $8821000 $5884000
and $3460000 respectively At January 31 2011 there was $14001000 of unrecognized compensation cost related to

restricted stock that is expected to he recognized over weighted-average period of 2.60 years

In connection with the vesting of restricted stock during 2010 2009 and 2008 the Company repurchased into treasury 54732
26188 and 18757 shares respectively of Class common stock to satisfy the employees related minimum statutory tax

withholding requirements These shares were placed in treasury with an aggregate cost basis of $786000 $133000 and

$663000 respectively

Performance Shares

Perfonnance shares may be granted to selected executives and the vesting of the shares is contingent upon meeting

management objectives established by the Compensation Committee of the Board ot Directors The management objectives

may be company-wide or business unit performance goals that must be met within performance period of at least one year
Performance shares will generally be granted at target levels and the ultimate number of shares earned will depend upon the

degree performance goals are met at the end of the performance period The fair value of performance shares are based on the

closing price of the underlying stock on the date of grant and recorded as stock-based compensation cost over the performance

period If the performance goals are not met or below target then any related recognized compensation costs will be reversed

If the performance goals are exceeded additional compensation costs will be recorded as applicable up to the maximum

specified in the grant

In June 2008 the Company granted 172609 performance shares under the 1994 Stock Plan to selected key executives having

grant-date fair value of $36.38 per share The performance shares will vest if performance goals are achieved during the period

from May 2008 to January 31 2012 The performance shares were granted at target levels and the ultimate number of

shares earned can range from 000 to 1750o depending upon the degree the performance goals are met The cost of this grant is

not being recorded because it is not probable that the performance goals will be achieved at or above threshold levels

The following table provides summary of the performance share activity for the year ended January 31 2011

Weighted

Average

Grant-Date

Shares Fair Value

Unvested shares at January 31 2010 172.609 36.38

Granted

Vested

Forfeited

Unvested shares at January 31 2011 172609 36.38

The range of performance shares that can be eamed as of January 31 2011 is as follows

Minimum Target Maximum

PERFORMANCE PERIOD Shares Shares Shares

May 12008 to January31 2012 172609 301064

At January 31 2011 there was $6280000 of unrecognized compensation costs related to unvested performance shares
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Earnings Per Share

The Companys restricted stock is considered participating security pursuant to the two-class method for computing basic

earnings per share EPS The Class Common Units which are reflected as noncontrolling interests in the Companys
Consolidated Balance Sheets are considered convertible participating securities as they are entitled to participate in

any

dividends paid to the Companys common shareholders The Class Common Units are included in the computation of basic

EPS using the two-class method and are included in the computation of diluted EPS using the if-converted method The

Class common stock issuable in connection with the put or conversion of the 2014 Notes 2016 Notes and Series preferred

stock are included in the computation of diluted EPS using the if-converted method The loss from continuing operations

attributable to Forest City Enterprises Inc for the years ended January 31 2010 and 2009 as well as the net loss attributable to

Forest City Enterprises Inc for the years ended January 31 2010 and 2009 were allocated solely to holders of common stock

as the participating security holders do not share in the losses

continued on next page

144



Forest City Enterprises inc and Subsidiaries

Notes to Consolidated Financial Statements

Earnings Per Share continued

The reconciliation of the amounts used in the basic and diluted EPS computations is shown in the following table

Numerators in /hoosands

Earnings loss from cootinuing operations attributable to Forest City Enterprises Inc

Dividends on preferred stock

Undistributed earnings allocated to participating securities

Earnings loss from continuing operations attributable to Forest City Enterprises Inc

common shareholders Basic

Undistributed earnings allocated to participating securities

Interest on convertible debt

Preferred distribution on Class Common Units

Earnings loss from continuing operations attributable to Forest City Enterprises Inc

common shareholders Diluted

Net earnings loss attributable to Forest City Enterprises Inc

Dividends on preferred stock

Undistributed earnings allocated to participating securities

Net earnings loss attributable to Forest City Enterprises Inc

common shareholders Basic

Undistributed earnings allocated to participating securities

Interest on convertible debt

Preferred distribution on Class Common Units

Net earnings loss attributable to Forest City Enterprises Inc

common shareholders Diluted

Denominators

Weighted average shares outstanding Basic

Effect of stock options and restricted stock

Effect of convertible debt

Effect of convertible Class Common Units

Weighted average shares outstanding Diluted

Earnings Per Share

Earnings loss from continuing operations attributable to Forest City Enterprises Inc

common shareholders Basic

Earnings loss from continuing operations attributable to Forest City Enterprises Inc

common shareholders Diluted

Net earnings loss attributable to Forest City Enterprises Inc

common shareholders Basic

Net earnings loss attributable to Forest City Enterprises Inc

common shareholders Diluted

Incremental shares from dilutive options restricted stock and convertible securities
aggregating 12065194 and 42136g4 for the

years
coded

January 31 2010 and 2009 respectively were not included in the computation of diluted EP5 because their effect is anti dilutive due to the loss from

continuing operations

Weighted average options and restncted stock of 4447652 4520436 and 3.133200 for the
years

ended January 31 2011 2010 and 2009 respectively

were not included in the computation of diluted EP5 because their effect is anti dilutive Weighted-average shares issuable upon the conversion of preferred

stock and 2016 Notes of 13115.165 and 14356215 respectively for the
year

ended January 31 2011 were not included in the computation ofdiluted EPS

because their effect is anti dilutive under the if converted method

Weighted-average performance shares of 172609 for both of the
years

ended January 2011 and 2010 and 106943 for the year ended January 31 2009

sserc not included in the computation of diluted EP5 because the performance cntens svere not satisfied as of the end of the respective periods

The 2011 Notes can be put to the Company by the holders under certain circumstances see Note senior and subordinated Debt If the Company

exercises its net share settlement
option upon put

ot the 2011 Notes by the holders it will then issue shares of its Class common stock The effect of

these shares was not included in the computation of diluted EPS for the
years

ended January 31 2011 2010 sod 2009 because the Companys average stock

price did not exceed the put value price of the 2011 Notes These notes will be dilutive when the average stock price for the period exceeds 566.39

Additionally the Company sold warrant svith an exercise
price

of 574.35 whteh has also been excluded from diluted EPS for the
years

ended

January31 2011 2010 and 2009 because the Companys stock price did not exceed the exercise price

The accounting guidance on eamings per share requires that the number of diluted common shares used in computing the diluted
per

share amount for eamings

from
continuing operations also be used in computing the diluted per-share amount for net esmings loss even if those amounts are anti-dilutive to the diluted

per
share amount for net eamings loss Certain dilutive common shares had such an effect for the year ended January 31 2011

Years Ended January 31

2011 2010 2009

79294 17507 123364
11807
2162

65325 17507 123.364

2162

4438

1433

73358 17507 123364

58660 30651 113247
11807
1501

45352 30651 113247
1501

4438

1433

52724 30651 113247

139825349 102755315155485243

550730

13755158

3646755

173437886 139825349 102755315

0.42 0.13 1.20

0.42 0.13 1.20

0.29 0.22 1.10

0.30 0.22 1.10
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Projects and Gain Loss on Early Extinguishment of Debt

Impairment of Real Estate

The Company reviews its real estate portfolio including land held for development or sale for impairment whenever events or

changes indicate that its carrying value of the long-lived assets may not be recoverable In cases where the Company does not

expect to recover its carrying costs an impairment charge is recorded In order to determine whether the long-lived asset

carrying costs are recoverable from estimated future undiscounted cash flows the Company uses various assumptions that

include historical and budgeted net operating income estimated holding periods risk of foreclosure and estimated cash

proceeds received upon the disposition of the asset If the carrying costs are not recoverable the Company is required to record

an impairment to reduce the carrying costs to estimated fair value The assumptions used to estimate fair value are considered

to be Level inputs The Companys assumptions were based on the most current information available at January 31 2011 If

the conditions mentioned above continue to deteriorate or if the Companys plans regarding its assets change it could result in

additional impairment charges in the future

The impairments recorded during the years ended January 31 201 2010 and 2009 represent write down to the estimated fair

value due to changes in events such as bona fide third-party purchase offers and consideration of current market conditions

and the impact of these events to the properties estimated future cash flows The following table summarizes the Companys
impairment of real estate included in continuing operations

Yea rs Ended January 31

2011 2010 2009

in thousands

Development property at Waterfront Station Washington D.C 3103
250 Huron Office Building Cleveland Ohio 2040

Land Projects

Gladden Fanns Marana Arizona 650 2985

Tangerine Crossing Tucson Ari7ona 905

Investment in triple net lease property Portage Michigan 3552

Residential development property sold in February 2009 Mamaroneck New York 1124 1262

Other 1010 341

6803 8907 1262

In addition the Company had impairments related to consolidated real estate assets that were disposed of during the periods

presented The following table summarizes the Companys impairment of real estate included in discontinued operations

Simi Valley Town Center Regional Mall Simi Valley Califomia

Investment in
triple net lease property Pueblo Colorado

Saddle Rock Village Specialty Retail Center Aurora Colorado

Supported-living apartment communities

Sterling Glen of Great Neck Great Neck New York

Sterling Glen of Glen Cove Glen Cove New York

101 San Femando Apartmcnt Community San Jose California

Yea rs Ended January 31
2011 2010

in thousands

2009

76962

2641

13179

7138

2637

4440

79603 27394
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Impairment of Real Estate Impairment of Unconsolidated Entities Write-Off of Abandoned Development

Projects and Gain Loss on Early Extinguishment of Debt continued

Occupancy levels and estimated future cash flows were significantly decreasing during 2010 at S/mi Valley Town Center

regional mall located in Simi Valley California due to the consolidation of two anchor stores at the property greater

competition than originally anticipated and the general economic downturn The Company had ongoing discussions with the

mortgage lender regarding the performance of the property and the expectation that it would be unable to generate sufficient

cash flow to cover the debt service of the nonrecourse mortgage note During the year
ended January 31 2011 the mortgage

lender determined it wanted to exit the investment by selling the nonrecourse mortgage note and the Company agreed to

transfer the property to the purchaser of the nonrecourse mortgage upon sale Based on these events and changes in

circumstances the Company dramatically shortened its estimated asset holding period As result estimated future

undiscounted cash flows were not sufficient to recover the carrying value and the asset was recorded at its estimated fair value

resulting in an impairment charge of $76962000 during the year ended January 31 2011 The impairment which was

recorded prior to the ultimate disposition in December 2010 resulted in the carrying value of the real estate being less than the

nonrecourse mortgage As result upon disposition the Company recorded gain of $46802000 for the year ended

January 31 2011 The Company reclassified all revenues and expenses as well as the gain on disposition of the property to

discontinued operations see Note Discontinued Operations and Gain on Disposition of Rental Properties and

Lumber Group

In addition the Company recorded impairments of real estate for other properties included in discontinued operations as

described in the table above These impairments represent write down to the estimated fair value due to changes in events

related to bona fide third-party purchase offer and consideration of current market conditions and the impact of these events

to the properties estimated future cash flows

Impairment of Unconsolidated Entities

The Company reviews its portfolio of unconsolidated entities for other-than-temporary impairments whenever events or

changes indicate that its carrying value in the investments may be in excess of fair value An equity method investments value

is impaired if managements estimate of its fair value is less than the carrying value and the difference is deemed to be

other-than-temporary In order to arrive at the estimates of fair value of its unconsolidated entities the Company uses varying

assumptions that may include comparable sale prices market discount rates market capitalization rates and estimated future

discounted cash flows specific to the geographic region and property type which are considered to be Level inputs For

newly opened properties assumptions also include the timing of initial lease up at the property In the event the initial lease up

assumptions differ from actual results estimated future discounted cash flows may vary resulting in impairment charges in

future periods

The impairments recorded during the year ended January 31 2011 at Central Station mixed-use land development project in

Chicago Illinois represent other-than-temporary impairments in the Companys investments of four unconsolidated entities

which hold investments in certain condominium buildings Due to the continued price deterioration of the Chicago

condominium prices the Company made strategic business decision during the year ended January 31 2011 to rent these

condominium units This decision combined with other changes in circumstances resulted in reduction of estimated

discounted cash flows expected from these entities which are key component in the associated fair value estimates As

result the investments in the unconsolidated entities were recorded at these reduced estimated fair values as of

January 31 2011 resulting in the impairment charges during the year ended January 31 2011

The impairment recorded during the year ended January 31 2011 at Village at Gulfstream Park specialty retail center in

Hallandale Beach Florida represents an other-than-temporary impairment in the Companys investment The specialty retail

center was fully opened in February 2010 and was leased during the general economic dovmturn which resulted in longer

initial lease up period than originally projected and increased rent concessions to the existing tenant base once it was opened

Based on these conditions management revised its estimate of future discounted cash flows which are key component in the

associated fair value estimate As result the investment in the unconsolidated entity was recorded at its reduced estimated

fair value as of January 31 2011 resulting in impairment charge during the year ended January 31 2011
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Impairment of Real Estate Impairment of Unconsolidated Entities Write-Off of Abandoned Development

Projects and Gain Loss on Early Extingpishment of Debt continued

The following table summarizes the Companys impairment of unconsolidated entities

Mixed-Use Land Development

Central Station

One Museum Park West Chicago Illinois

Museum Park Place Two Chicago Illinois

One Museum Park East Chicago Illinois

1600 Museum Park Chicago Illinois

Mercy Campus Park Chicago Illinois

Old Stone Crossing at Caldwell Creek Charlotte North Carolina

Aberdeen Highland Heights Ohio

Shamrock Business Center Painesville Ohio

Palmer Manatee County Florida

Cargor VI Manatee County Florida

Office Buildings

818 Mission Street San Francisco California

Bulletin Building San Francisco California

Mesa del Sol ApertureCenter Albuquerque New Mexico

Mesa del Sol 5600 University SE Albuquerque New Mexico

Specialty Retail Centers

Village at Gulfstream Park Hallandale Beach Florida

Metreon San Francisco California

Southgate Mall Yuma Arizona

El Centro Mall El Centro California

Coachella Plaza Coachella California

Apartment Communities

Uptown Apartments Oakland California

Metropolitan Lofts Los Angeles California

Residences at University Park Cambridge Massachusetts

Fenimore Court Detroit Michigan

Pittsburgh Peripheral Commercial Group Land Project Pittsburgh Pennsylvania

Millender Center Detroit Michigan

Classic Residence by Hyatt Supported-Living Apartments Yonkers New York

Mercury Condominium Los Angeles California

Other

On quarterly basis the Company reviews each project under development to determine whether it is probable the project will

be developed If management determines that the project will not be developed project costs are written off as an abandoned

development project cost The Company may abandon certain projects under development for number of reasons including

but not limited to changes in local market conditions increases in construction or financing costs or due to third party

challenges related to entitlements or public financing The Company wrote off abandoned development projects of $8195000
$26739000 and $52211000 for the years ended January 31 2011 2010 and 2009 respectively which were recorded in

operating expenses

In addition included in equity in earnings loss of unconsolidated entities are write-offs of $3045000 and $304000 for the

years ended January 31 2011 and 2010 respectively which represent the Companys proportionate share of write-offs of

abandoned development projects of equity method investments The Company had no write-offs of abandoned development

projects related to unconsolidated entities for the year ended January 31 2009

Years Ended January 31

2011 2010

in thousands

2009

8250

4461

3237

2363

1817

947 122

510

170 1150

4018

3543

2733

1693

35000

4595

1611

6781

2505

855

693

7217

10317

3152

815
_______

260

72459 36356

365

1214

892

1356

2030

1870

3937

1107

8036

478

21285

Write-Off of Abandoned Development Projects
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Projects and Gain Loss on Early Extinguishment of Debt continued

Gain Loss on Early Extinguishment of Debt

For the years
ended January 31 2011 2010 and 2009 the Company recorded 521035000 $36569000 and 52159000

respectively as gain loss on early extinguishment of debt The amounts for the year ended January 31 2011 include

$31689000 loss related to the exchange of portion of the Companys 2016 Notes for Class common stock offset by

$2472000 gain on early extinguishment of nonrecourse mortgage debt at Botanica on the Green and Crescent Flats

apartment communities located in Denver Colorado $6297000 gain related to the exchange of portion of the 2011 2015

and 2017 Notes for new issue of Series preferred stock and $1896000 gain on the early extinguishment of portion of

the 2011 and 2017 Notes

For the year ended January 31 2010 the amount primarily represents gains on early extinguishment of nonrecourse mortgage

debt at an underperforming retail project land development project in Marana Arizona Gladden Fanns and the gain related

to the exchange of portion of the Companys 2tJ11 Notes for new issue of 2014 Notes These gains were partially offset by

charge to early extinguishment of debt related to $20400000 of subordinated debt For the year ended January 31 2009 the

loss represents the impact of early extinguishment of nonrecourse mortgage debt at Galleria at Sunset regional mall located

in Henderson Nevada 1251 Michigan and Sky55 apartment communities located in Chicago Illinois and Grand Lowry

Lofts an apartment community located in Denver Colorado in order to secure more favorable financing terms These charges

were offset by gains on the early extinguishment of portion of the Companys 2011 Notes and on the early extinguishment of

the Urban Development Action Grant loan at Post Office Plaza an office building located in Cleveland Ohio

Discontinued Operations and Gain on Disposition of Rental Properties and Lumber Group

Discontinued Operations

All revenues and expenses of discontinued operations sold or held for sale assuming no significant continuing involvement

have been reclassified in the Consolidated Statements of Operations for the years ended January 2011 2010 and 2009 The

Company considers assets held for sale when the transaction has been approved and there are no significant contingencies

related to the sale that may prevent the transaction from closing There were no assets classified as held for sale at

January31 2011 or 2010

The following table lists rental properties included in discontinued operations

Year Year Year

Square Feet Period Ended Ended Ended

Property Location Number of Units Disposed 113112011 113112010 113112009

Commercial Group
Simi Valley Town Center Simi Valley California 612000 square feet Q4-20l0 Yes Yes Yes

Investment in
triple net lease property Pueblo Colorado 203000 square feet Q4-20l0 Yes Yes Yes

Saddle Rock Village Aurora Colorado 294000 square feet Q3-20l0 Yes Yes Yes

Grand Avenue Queens New York 100000 square feet Ql -2009 Yes Yes

Residential Group
101 San Fernando San Jose California 323 units Q2 2010 Yes Yes Yes

Sterling Glen of Glen Cove Glen Cove New York 80 units Q3 2009 Yes Yes

Sterling Glen of Great Neck Great Neck New York 142 units Q3-2009 Yes Yes

Sterling Glen of Rye Brook Rye Brook New York 168 units Q4-2008 Yes

Sterling Glen of Lynbrook Lynbrook New York 130 units Q2-2008 Yes

In addition the Companys Lumber Group strategic business unit was sold during the year ended January 31 2005

for $39085902 $35000000 of which was paid in cash at closing Pursuant to the terms of note receivable with

6% interest rate from the buyer the remaining purchase price was to be paid in four annual installments commencing

November 12 2006 The Company deferred gain of $4085902 approximately $2400000 net of tax relating to the note

receivable due in part to the subordination to the buyers senior financing The gain is recognized in discontinued operations

and interest income is recognized in continuing operations as the note receivable principal and interest are collected During
the years ended January 31 2010 and 2009 the Company received the last two annual installments of $1250000 each which

included $1172000 $718000 net of tax and $1108000 $680000 net of tax of the deferred gain respectively

and $78000 and $142000 of interest income recorded in continuing operations respectively
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Discontinued Operations and Gain on Disposition of Rental Properties and Lumber Group continued

The operating results related to discontinued operations were as follows

17980

7537

4170

79603

91310

5830

124

3368

15085
11717

16258

4211

165

4376

in thousands

30685

12449

8532

27394

48375

9308

315

730
7596

8326

13261

117
117

46144

16027

12240

28267

15045

656

269

14405

16850

21077

14705
6372

10478

361

361

The following table summari7es the pre-tax gain loss on dispnsition nf rental properties and Lumber Group

Simi Valley Town Center Regional Mall 46802

101 San Fernando Apartment Community 6204

Specialty Retail Centers

Saddle Rock Village

Grand Avenue

Investment in
triple net lease property

Sterling Glen Properties Supported-Living Apartments

Lumber Group

Total

Years

2011

Ended January

2010

31
2009

Revenues from real estate operations

Expenses

Operating expenses

Depreciation and amortization

Impairment of real estate

Interest expense

Amortization of mortgage procurement costs

Interest income

Gain on disposition of rental properties and Lumber Group

Earnings loss before income taxes

Income tax expense benefit

Current

Deferred

Earnings loss from discontinued operations

Noncontrolling interest net of tax

Gain on disposition of rental properties

Operating earnings loss from rental properties

Gain loss from discontinued operations attributable to Forest City Enterprises Inc

Gain Loss on Disposition of Rental Properties and Lumber Group

51303 5720

27975 21587

20634 13144 10117

Years Ended January 31
2011 2010 2009

in thousands

1428
4548

275

1172

51303 5720

13297

1108

14405
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Discontinued Operations and Gain on Disposition of Rental Properties and Lumber Group continued

Gain Loss on Disposition of Unconsolidated Entities

Upon disposition investments accounted for on the equity method are not classified as discontinued operations therefore

gains or losses on the sale of equity method investments are reported in continuing operations when sold The following table

summarizes the Companys proportionate share of gains and losses on the disposition of equity method investments which are

included in equity in eamings loss of unconsolidated entities

Millender Center hotel parking office and retail Detroit Michigan

Apartment Communities

Pebble Creek Twinshurg Ohio

Clarkwood Warrensville Heights Ohio

Granada Gardens Warrensville Heights Ohio

Boulevard Towers Amherst New York

Specialty Retail Centers

Woodhridge Crossing Woodbridge New Jersey

Coachella Plaza Coachella California

Southgate Mall Yuma Arizona

El Centro Mall El Centro California

Metreon San Francisco California

Classic Residence by Hyatt properties

Office Buildings

One International Place Cleveland Ohio

Emery-Richmond Warrensville Heights Ohio

Total

Years Ended January 31
2011 2010 2009

in thousands

15633

2215

6443

104

64

48

1046

6983

6577

4498

31703

881

200

23461 49761 1081

Class Common Units

Master Contribution Agreement

The Company and certain of its affiliates entered into Master Contribution and Sale Agreement the Master Contribution

Agreement with Bruce Ratner Mr Ratner an Executive Vice President and Director of the Company and certain

entities and individuals affiliated with Mr Ratner the BCR Entities on August 14 2006 Pursuant to the Master

Contribution Agreement on November 2006 the Company issued Class Common Units Units in jointly-owned

limited liability company to the BCR Entities in exchange for their interests in total of 30 retail office and residential

operating properties and certain service companies all in the greater New York City metropolitan area The Company

accounted for the issuance of the Units in exchange for the noncontrolling interests under the purchase method of accounting

The Units may be exchanged for one of the following forms of consideration at the Companys sole discretion an equal

number of shares of the Companys Class common stock or ii cash based on formula using the average closing price of

the Class common stock at the time of conversion or iii combination of cash and shares of the Companys Class

common stock The Company has no rights to redeem or repurchase the Units At January 31 2011 and 2010 3646755 Units

were outstanding The carrying value of the Units of $186021000 is included as noncontrolling interests at January 31 2011

and 2010

Also pursuant to the Master Contribution Agreement the Company and Mr Rather agreed that certain projects under

development would remain owned jointly until such time as each individual project was completed and achieved

stabilization As each of the development projects achieves stabilization it is valued and the Company in its discretion

chooses among various options for the ownership of the project following stabilization consistent with the Master Contribution

Agreement The development projects were not covered by the Tax Protection Agreement the Tax Protection Agreement
that the parties entered into in connection with the Master Contribution Agreement The Tax Protection Agreement

indemnified the BCR Entities included in the initial closing against taxes payable by reason of any subsequent sale of certain

operating properties

During the year ended January 31 2010 the Company sold one of the operating properties As result in accordance with the

terms of the Tax Protection Agreement the Company paid BCR Entities $1695000 for tax indemnification during the year
ended January31 2011
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New York Times and Twelve Metro Tech Center

Two of the development projects New York Times an office building located in Manhattan New York and Twelve Metro Tech

Center an office building located in Brooklyn New York achieved stabilization in 2008 The Company elected to cause

certain of its affiliates to acquire for cash the BCR Entities interests in the two projects pursuant to agreements dated

May 2008 and May 12 2008 respectively In accordance with the agreements the applicable BCR Entities assigned and

transferred their interests in the two projects to affiliates of the Company and will receive approximately $121000000 over

15 year period An affiliate of the Company has also agreed to indemnify the applicable BCR Entity against taxes payable by

it by reason of subsequent sale or other disposition of one of the projects The tax indemnity provided by the affiliate of the

Company expires on December 31 2014 and is similar to the indemnities provided for the operating properties under the Tax

Protection Agreement

The consideration exchanged by the Company for the BCR Entities interest in the two development projects has been

accounted fiji under the purchase method of accounting Puisuant to the agreements the BCR Entities received an initial cash

amount of $49249000 The Company calculated the net present value of the remaining payments over the 15 year period

using discounted interest rate This initial discounted amount of $56495000 was recorded in accounts payable and accrued

expenses and will be accreted up to the total liability through interest expense over the next 15 years using the effective interest

method

The following table summarises the final allocation of the consideration exchanged for the BCR Entities interests in the two

projects in thousands

Completed rental properties 102378

Notes and accounts receivable net
21

132

Other assets
13

12513

Accounts payable and accrued expenses 9279

105744

Represents allocation lot

Land building and tenant insprosementa associated with the underlying real estate

Abo\ market leaaes

In place leases tenant telationshipa
and

leasing commissions

Below market leases

Exchange of Units

In July 2UliS the 8CR Entities exchanged 247477 of the Units he Company issued 128477 shares of its Class common
stock for 128477 of the Units and paid cash of $3501000 for 119000 Units The Company accounted for the exchange as

purchase of noncontrohling interests resulting in reduction of noncontrolhing interests of $12624000 The following table

summarizes the components of the exchange transaction in thousands

Reduction of completed rental properties 5345

Reduction of cash and equivalents 3501

Increase in Class common stock par value 42

Increase in additional paid-in capital 3736

Total reduction of noncontrolhing interest 12624

Other Related Party Transactions

During the year ended January 31 2009 in accordance with the parties prior understanding but unrelated to the transactions

discussed above the Company redeemed Mr Ratners noncontrolling interests in two entities in exchange for the Companys
majority ownership interests in 17 single-tenant pharmacy properties and $9043000 in cash This transaction was accounted

for in accordance with accounting guidance on business combinations as acquisitions of the noncontrolhing interests in the

subsidiaries The fair value of the consideration paid was allocated to the acquired ownership interests which approximated

the fair value of the 17 single-tenant pharmacy properties This transaction resulted in reduction of noneontrolling interests of

$14503000 and did not result in gain or loss The earnings of these properties were not reclassified to discontinued

operations for the year ended January 31 2009 as the results do not have material impact on the Consolidated Statements of

Operations
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From time to time the Company uses subcontractors on its construction projects that qualify as related parties The Company
has contracted with such subcontractor for certain trades work on Spruce Street formerly Beckman mixed-use

residential project under construction in Manhattan New York The total contract price was less than 5o of the estimated total

construction costs of the project of $875700000 This transaction is unrelated to the transactions discussed above

pal Stock

Common Stock

The Cninpanys authorized common stock consists of Class common stock and Class common stock The economic rights

of each class of common stock are identical but the voting rights differ The Class common stock voting as separate

class is entitled to elect 25 of the members of the Companys board of directors while the Class common stock voting as

separate class is entitled to elect the remaining 75 of the Companys board of directors When the Class common stock

and Class common stock vote together as single class each share of Class common stock is entitled to one vote per share

and each share of Class common stock is entitled to ten votes per share Class Common Stock is convertible into Class

common stock on share-for-share basis at the option of the holder In June 2010 the shareholders of the Company approved

increasing the number of authorized shares of Class common stock to 371000000 shares

On January 27 2011 the Company entered into separate privately negotiated exchange agreements with certain holders of

its 2016 Notes to exchange the notes for shares of Class common stock In order to induce the holders to make the exchange
the Company agreed to increase the conversion rate from 71 .8894 shares of Class common stock per $1000 principal

amount of notes to 88.8549 shares which factors in lost interest to the holders among other inducements Under the terms of

the agreements holders agreed to exchange $110000000 in aggregate principal aniount of notes for total of 9774039 shares

of Class common stock

In May 2009 the Comnpany sold 52325000 shares of its Class common stock in public offering at price of $6.60 per

share which included 6825000 shares issued as result of the underwriters exercise of their over-allotment option in full

The offering generated net proceeds of $329917000 after deducting underwriting discounts commissions and other offering

expenses which were used to reduce pnrtion of the Companys outstanding borrowings under its bank revolving credit

facility

Preferred Stock

The Companys Amended Articles of Incorporation authorizes the Company to issue from time to time shares of preferred

stock On March 2010 the Company further amended its Amended Articles of Incorporation to designate series of

preferred stock as Series preferred stock authorized 6400000 shares of Series preferred stock and set forth the dividend

rate the designations and certain other powers preferences and relative participating optional or other rights and the

qualifications limitations and restrictions of the Series preferred stock The Series preferred stock will rank junior to all

of the Companys existing and future debt obligations including convertible or exchangeable debt securities senior to the

Companys Class common stock and Class common stock and any future equity securities that by their terms rank junior

to the Series preferred stock with respect to distribution rights or payments upon the Companys liquidation winding-up or

dissolution equal with future series of preferred stock or other equity securities that by their terms are on parity with the

Series preferred stock and junior to any future equity securities that by their termns rank senior to the Series preferred

stock

On March 2010 the Comnpany entered into separate privately negotiated exchange agreements with certain holders of three

separate series of the Companys senior notes due 2011 2015 and 2017 Under the terms of the agreements these holders

agreed to exchange their notes for new issue of Series preferred stock Amounts exchanged in each series are as

follows $51176000 of 2011 Notes $121747000 of 2015 Notes and $5826000 of 2017 Notes which were exchanged

for S50064000 $114442000 and $4894000 of Series preterred stock respectively Ihe Company also issued an

additional $50000000 of Series preferred stock for cash pursuant to separate privately negotiated purchase agreements Net

proceeds from the issuance net of the cost of an equity call hedge transaction described below and offering expenses
were $26900000 The closing of the exchanges and the issuance described above occurred on March 2010 and the

Company issued approximately 4400000 shares of Series preferred stock
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Holders may convert the Series preferred stock at their option into shares of Class common stock at any time Upon
conversion the holder would receive approximately 3.3 shares of Class common stock per $50 liquidation preference of

Series preferred stock based on an initial conversion price of $15.12 per share of Class common stock subject to

adjustment The Company may elect to mandatorily convert some or all of the Series preferred stock if the Daily Volume

Weighted Average Price of its Class common stock equals or exceeds 15000 of the initial conversion price then in effect for

at least 20 out of 30 consecutive trading days If the Company elects to mandatorily convert some or all of the Series

preferred stock the Company must make Dividend Make-Whole Payment on the Series preferred stock equal to the total

value of the aggregate amount of dividends that would have accrued and become payable from March 2010 to March 2013
less any dividends already paid on the Series preferred stock The Dividend Make-Whole Payment is payable in cash or

shares of the Companys Class common stock or combination thereof at the Companys option

In connection with the exchanges and issuance described above the Company entered into equity call hedge transactions The

equity call hedge transactions are intended to reduce subject to limit the potential dilution of the Companys Class

common stock upon conversion of the Series preferred stock The net effect of the equity call hedge transactions from the

Companys perspective is to approximate an effective conversion price of $18.27 per share The terms of the Series

preferred stock are not affected by the equity call hedge transactions

During the year ended January 31 2011 the Company declared and paid Series preferred stock dividends of $11807000 to

preferred stock shareholders Undeclared Series preferred stock dividends were $1925000 at January 31 2011 Effective

February 12011 pursuant to Unanimous Written Consent the Companys Board of Directors declared cash dividends on the

outstanding shares of Series preferred stock dividends of $3850000 for the period from December 15 2010 to

March 14 2011 to shareholders of record at the close of business on March 12011 which will be paid on March 15 2011

In June 2010 the shareholders of the Company approved increasing the number of authorized shares of preferred stock

to 20000000 shares

Subsequent Events

Casino Related Agreements

On February 2011 the Company announced the closing of the sale of approximately 16 acres of land together with air

rights to Rock Ohio Caesars Cleveland LLC Rock Ohio for $85000000 The land is adjacent to the Companys Tower

City Center mixed-use complex The Company received deposit of$ll000000 at closing on January 31 2011 $33900000
in February 2011 with the remaining purchase price payable in installments in 2011 and 2012

On February 23 2011 the Company signed lease agreement with Rock Ohio for space at the Higbee Building within the

Companys Tower City Center mixed-use complex Rock Ohio will use the space for Phase of its new Horseshoe Casino

Cleveland The five-year lease which includes extension options is for approximately 303000 square feet on the lower level

and first second and third floors of the building

Property Disposition

In February 2011 the Company completed the sale of its 50% interest in Met Lofts an unconsolidated apartment community in

Los Angeles Califomia to its 50% partner The sale generated net cash proceeds of approximately $13200000

In February 2011 the Company completed the sale of the Charleston Marriott in Charleston West Virginia for $25500000
The sale generated net cash proceeds of approximately $8600000
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Revenues from real estate operations and eamings loss before income taxes have been reclassified for properties disposed of

and/or classified as held for sale

Quarter Ended

January 31

2011

October 31 July 31

2010 2010

April 30

2010

in thousands esrept pet
share data

Revenues from real estate operations 297790

Earnings loss before income taxes 34745
Net earnings loss attributable to Forest City Enterprises Inc

common shareholders 5683
Basic net earnings loss attributable to Forest City Enterprises Inc

common shareholders per common sharet 0.04

Diluted net earnings loss attributable to Forest City Enterprises Inc

common shareholders per common share01 0.04

299368 304946

5695 255828

50641 118739

0.33 0.74

0.33 0.62

275557

13206

15562

0.10

0.10

January 31

2010

Quarter Ended

October31 July 31

2009 2009

April 30

2009

itt t/totoatd.s escept per .5/tare data

Revenues from real estate operations 318530 299236 309276 304971

Earnings loss before income taxes 414 11381 18666 38417
Net earnings loss attributable to Forest City Enterprises Inc

common shareholders 6201 4384 1789 30679
Basic net earnings loss attributable to Forest City Enterprises Inc

common shareholders per common share01 0.04 0.03 0.01 0.30
Diluted net earnings loss attributable to Forest City Enterprises Inc

common shareholders per common share01 0.04 0.03 0.01 0.30

The Companys restneted stock is considered participsung security pursuant so the two class method for computing bssie eamings per shsre EPS The

Class Common Units are considered convertible partieipsting seeunties as they sre entitled to psrtieipate is any dividends paid to the Companys common

shareholders The Class Common Units are included in the computation of basic EPS using the two-class method and are included in the computation of

diluted EPS using the if converted method nasic EPS is computed by dividing net earnings
less the allocable undistnbuted

earnings of all participattng

securities by the weighted average number of common shares outstanding during the period nilosed EPS includes the effect of applying the if converted

method to the Class Common Units convertible debt securities convertible preferred stock and the potential dilutive effect of the Companys stock plan by

adjusting
the denominator using the treasury stock method The sum of the four quarters EPS may not equal the annual EPS due to the weighting of stock and

option actrsity oceornng dunng the
yeai

and the exclusion of dilutive secuntiea from the computation during loss peiiods
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Item Changes In and Disagreements With Accouatants on Accounting and Financial Disclosure

None

Item 9A Controls and Procedures

DISCLOSURE CONTROLS

The Company maintains set of disclosure controls and procedures designed to ensure that information required to be

disclosed by the Company in reports that it files or furnishes under the Securities Exchange Act of 1934 Securities

Exchange Act is recorded processed summarized and reported within the time periods specified in Securities and Exchange

Commission rules and forms and that such information is accumulated and communicated to the Companys management

including the Chief Executive Officer CEO and Chief Financial Officer CFOas appropriate to allow timely decisions

regarding required disclosure As of the end of the period covered by this annual report an evaluation of the effectiveness of

the Companys disclosure controls and procedures as defined in Rule 13a-l5e under the Securities Exchange Act was

carried out under the supervision and with the participation of the Companys management which includes the CEO and CFO
Based on that evaluation the CEO and UFO have concluded that the Companys disclosure controls and procedures were

effective as of January 31 2011

In connection with the rules the Company continues to review and document its disclosure controls and procedures including

the Companys internal control over financial reporting and may from time to time make changes aimed at enhancing their

effectiveness and ensuring that the Companys systems evolve with the business

Managements Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting Internal

control over financial reporting is process designed by or under the supervision of the President and Chief Executive Officer

and Chief Financial Officer and effected by our board of directors management and other personnel to prnvide reasonable

assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in

accordance with generally accepted accounting principles and includes those policies and procedures that

Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions involving our

assets

Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in

accordance with generally accepted accounting principles and that our receipts and expenditures are being made only in

accordance with authorizations of our management and directors and

Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of

our assets that could have material effect on our consolidated financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements Also

projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate

because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

Our management has used the framework set forth in the report entitled Internal Control Integrated Framework published

by the Committee of Sponsoring Organizations of the Treadway Commission COSO to evaluate the effectiveness of our

internal control over financial reporting Based on our evaluation under the framework in Internal Control Integrated

Framework our management has concluded that our internal control over financial reporting was effective as of

January 31 2011

The effectiveness of our internal control over financial reporting as of January 31 2011 has been audited by our independent

registered public accounting firm PricewaterhouseCoopers LLP as stated in their report which
appears on page 92 of this

Annual Report on Form 10-K
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Changes in Internal Control over Financial Reporting

In connection with the evaluation required by Rule l3a-lSd under the Securities Exchange Act the Companys management

including the CEO and CFO concluded that there were no changes in the Companys internal control over financial reporting

as defined in Rule 13a-l5f under the Securities Exchange Act that occurred during the Companys most recently completed

fiscal quarter that have materially affected or are reasonably likely to materially affect the Companys internal control over

financial reporting

Respectfully

Is Charles Ratner

Charles Ratner

President and Chief Executive Officer

Is Robert OBrien

Robert OBrien

Executive Vice President and

Chief Financial Officer

157



Item 9B Other Information

None

PART III

Item 10 Directors Executive Officers and Corporate Governance

Information about our Directors will be contained in the Election of Directors section of the definitive proxy statement

to be filed in connection with the annual meeting of shareholders to be held on June 10 2011 and is incorporated herein

by reference

Pursuant to General Instruction of Form 10-K and Item 401b of Regulation S-K information about Executive

Officers of the Company is reported in Part of this Annual Report on Form 10-K

The disclosure of delinquent filers if any under Section 16a of the Securities Exchange Act of 1934 will be contained

in the Section 16a Beneficial Ownership Reporting/Compliance section of the definitive
proxy statement to be filed

in connection with the annual meeting of shareholders to be held on June 10 2011 and is incorporated herein by

reference

The Company has separately designated standing audit committee Information about the Companys audit committee and

the audit committee financial expert will be contained in the Meetings and Committees of the Board of Directors section of

the definitive proxy statement to be filed in connection with the annual meeting of shareholders to be held on June 10 2011

and are incorporated herein by reference

The Companys Code of Legal and Ethical Conduct can be found on the Companys website at www.forestcity.net under

Investors Corporate Govemance and is also available in print free of charge to any shareholder upon written request

addressed to Corporate Secretary Forest City Enterprises Inc Suite 1360 50 Public Square Cleveland Ohio 44113

Additional information about the Companys Code of Legal and Ethical Conduct will be contained in the Corporate

Governance section of the definitive proxy statement to be filed in connection with the annual meeting of shareholders to be

held on June 10 2011 and is incorporated herein by reference The Company intends to disclose on its website any
amendment to or waiver of any provision of this code applicable to its directors and executive officers that would otherwise

be required to be disclosed under the rules of the SEC or New York Stock Exchange

Item 11 Executive Compensation

The information required by this item will be contained in the Director Compensation Compensation Committee Interlocks

and Insider Participation Compensation Discussion Analysis Potential Payments Upon Termination and Executive

Compensation Tables sections of the definitive proxy statement to be filed in connection with the annual meeting of

shareholders to beheld on June 10 2011 and is incorporated herein by reference

Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by this item will be contained in the Election of Directors Principal Security Holders and

Equity Compensation Plan Information sections of the definitive proxy statement to be filed in connection with the annual

meeting of shareholders to be held on June 10 2011 and is incorporated herein by reference

Item 13 Certain Relationships and Related Transactions and Director Independence

The infnrmatinn required by this item will he cnntained in the Cnrpnrate Govemance Independence Determinations and

Certain Relationships and Related Transactions sections of the definitive proxy statement to be filed in connection with the

annual meeting of shareholders to be held on June 10 2011 and is incorporated herein by reference

Item 14 Principal Accountant Fees and Services

The information required by this item will be contained in the Independent Registered Public Accounting Firm Fees and

Services section of the definitive proxy statement to be filed in connection with the annual meeting of shareholders to be held

on June 10 2011 and is incorporated herein by reference
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PART IV

Item 15 Exhibits and Financial Statements Schedules

List of Documents filed as part of this report

Financial statements and supplementary data included in Part II Item

Report of Independent Registered Public Accounting Firm

Consolidated Balance Sheets January 31 2011 and 2010

Consolidated Statements of Operations for the years ended January 31 2011 2010 and 2009

Consolidated Statements of Comprehensive lncome Loss for the years ended January 31 2011 2010 and 2009

Consolidated Statements of Shareholders Equity for the years ended January 31 2011 2010 and 2009

Consolidated Statements of Cash Flows for the years ended January 31 2011 2010 and 2009

Notes to Consolidated Financial Statements

Supplementary Data Quarterly Consolidated Financial Data Unaudited

Financial statements and schedules required by Part II Item are included in Part IV Item 15c

Page No

Schedule II Valuation and Qualifying Accounts for the years ended January 31 2011 2010

and 2009 165

Schedule III Real Estate and Accumulated Depreciation at January 31 2011 with

reconciliations for the years ended January 31 2011 2010 and 2009 166

Schedules other than those listed above are omitted for the reason that they are not required or are not

applicable or the required information is shown in the consolidated financial statements or notes thereto

Columns omitted from schedules filed have been omitted because the information is not applicable

Exhibits see starting on page 160
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Exhibits

Exhibit

Number Description of Document

3.1 Amended Articles of Incorporation of Forest City Enterprises Inc restated effective October 2008

incorporated by reference to Exhibit 3.1 to the Companys Form l0-Q for the quarter ended October 31 2008

File No 4372

3.1 .1 Certificate of Amendment by Directors to the Amended Articles of Incorporation of Forest City Enterprises

Inc dated March 2010 selling forth Section C2 Article IV Preferred Stock Designation of the Series

Cumulative Perpetual Convertible Preferred Stock incorporated by reference to Exhibit 3.1 to the Conipanys

Form 8-K filed on March 92010 File No 1-4372

3.1.2 Certificate of Amendment by Shareholders to the Amended Articles of Incorporation of Forest City

Enterprises Inc dated June 25 2010 incorporated by reference to Exhibit 3.3 to the Companys Form l0-Q for

the quarter ended July 31 2010 File No 1-4372

3.2 Code of Regulations as amended August II 2010 incorporated by reference to Exhibit 3.4 to the Companys
Form 10 for the quarter ended July 31 2010 File No 1-4372

4.1 Senior Note Indenture dated as of May 19 2003 between Forest City Enterprises Inc as issuer and The Bank

of Ncw York as trustee incorporated by reference to Exhibit 4.1 to the Companys Form 8-K filed on

May 20 2003 File No 1-4372

4.2 Form of 7.625% Senior Note due 2015 incorporated by reference to Exhibit 4.2 to the Companys Form 8-K

filed on May 20 2003 File No 1-4372

4.3 Form of 7.37S0o Senior Note due 2034 incorporated by reference to Exhibit 4.2 to the Companys Registration

Statement on Form 8-A filed on February 10 2004 File No 1-4372

4.4 Form of6.5o Senior Note due 2017 incorporated by reference to Exhibit 4.2 to the Companys Form 8-K filed

on January 26 2005 File No 1-4372

4.5 Indenture dated as of October 10 2006 between Forest City Enterprises Inc as issuer and The Bank of New
York Trust Company N.A as trustee including as Exhibit thereto the Form of 3.625% Puttable

Equity-Linked Senior Note due 2011 incorporated by reference to Exhibit 4.1 to the Companys Form 8-K

filed on October 16 2006 File No 1-4372

4.6 Indenture dated as of October 2009 between Forest City Enterprises Inc as issuer and The Bank of New

York Mellon Trust Company N.A as trustee including as Exhibit thereto the Form of 3.625c Puttable

Equity-Linked Senior Note due 2ti14 incorporated by reference to Exhibit 4.o to the Companys Form lU-Q for

the quarter ended October 31 2009 File No 1-4372

4.6.1 First Supplemental Indenture dated as of May 21 2010 between Forest City Enterprises Inc as issuer and

The Bank of New York Mellon Trust Company NA as trustee supplemental to Indenture dated as of

October 72009 incorporated by reference to Exhibit 4.1 to the Companys Form 8-K filed on May 26 2010

File No 1-4372

4.7 Indenture dated October 26 2009 between Forest City Enterprises Inc as issuer and The Bank of New York

Mellon Trust Company N.A as trustee including as Exhibit thereto the Form of5.00o Convertible Senior

Note due 2016 incorporated by reference to Exhibit 4.1 to the Companys Form 8-K filed on October 26 2009

File No 1-4372

9.1 Voting Agreement dated November 2006 by and among Forest City Enterprises Inc RMS Limited

Partnership Powell Partners Limited Joseph Shafran and Bruce Ratner incorporated by reference to

Exhibit 9.1 to the Companys Form 10-K for the year ended January 31 2007 File No 1-4372

10.1 Dividend Reinvestment and Stock Purchase Plan incorporated by reference to Exhibit 10.1 to the Companys
Form l0-Q for the quarter ended October 31 2009 File No 1-4372

10.2 Supplemental Unfunded Deferred Compensation Plan for Executives incorporated by reference to Exhibit 10.9

to the Companys Form 10-K for the year ended January 31 1997 File No 1-4372
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Exhibit

Number Description of Document

10.3 Deferred Compensation Plan for Executives effective as of January 1999 incorporated by reference to

Exhibit 10.43 to the Companys Form 10-K for the year ended January 31 1999 File No 1-4372

10.3.1 First Amendment to the Deferred Compensation Plan for Executives effective as of October 1999

incorporated by reference to Exhibit 10.45 to the Companys Form l0-Q for the quarter ended April 30 2005

File No 1-4372

10.3.2 Second Amendment to the Deferred Compensation Plan for Executives effective as of December 31 2004

incorporated by reference to Exhibit 10.46 to the Companys Form 10-Q for the quarter ended April 30 2005

File No 4372

Forest City Enterprises Inc 2005 Deferred Compensation Plan for Executives As Amended and Restated

Effective January 2008 incorporated by reference to Exhibit 10.21 to the Companys Form 10-K for the

year ended January 31 2008 File No 1-4372

10.4.1 First Amendment to Forest City Enterprises Inc 2005 Deferred Compensation Plan for Executives

As Amended and Restated Effective January 2008 effective as of December 17 2009 incorporated by

reference to Exhibit 10.7 to the Companys Form 10-K for the year ended January 31 2010 File No 1-4372

10.5 Deferred Compensation Plan for Nonemployee Directors effective as of January 1999 incorporated by

reference to Exhibit 10.44 to the Companys Form 10-K for the year ended January 31 1999 File No 4372

10.5.1 First Amendment to the Deferred Compensation Plan for Nonemployee Directors effective October 1999

incorporated by reference to Exhibit 4.6 to the Companys Registration Statement on Fonu S-8 Registration

No 333-38912

10.5.2 Second Amendment to the Deferred Compensation Plan for Nonemployee Directors effective March 10 2000

incorporated by reference to Exhibit 4.7 to the Companys Registration Statement on Form Registration

No 333-389 12

10.5.3 Third Amendment to the Deferred Compensation Plan for Nonemployee Directors effective March 12 2004

incorporated by reference to Exhibit 10.39 to the Companys Form 10-Q for the quarter ended July 31 2004

File No 1-4372

10.5.4 Fourth Amendment to the Deferred Compensation Plan for Nonemployee Directors effective as of

December 31 2004 incorporated by reference to Exhibit 10.47 to the Companys Form 0-Q for the quarter

ended April 30 2005 File No 1-4372

10.5.5 Fifih Amendment to the Deferred Compensation Plan for Nonemployee Directors effective as of

March 26 2008 incorporated by reference to Exhibit 10.60 to the Companys Form 10-K for the year ended

January 31 2008 File No 1-4372

10.5.6 Sixth Amendment to Deferred Compensation Plan for Nonemployee Directors effective as of

December 17 2009 incorporated by reference to Exhibit 10.14 to the Companys Form 10-K for the year ended

January 31 2010 File No 1-4372

10.6 Forest City Enterprises Inc 2005 Deferred Compensation Plan for Nonemployec Directors As Amended and

Restated effective January 2008 incorporated by reference to Exhibit 10.60 to the Companys Form 10-Q

for the quarter ended April 30 2008 File No 1-4372

10.6.1 First Amendment to Forest City Enterprises Inc 2005 Deferred Compensation Plan for Nonemployee Directors

As Amended and Restated effective January 2008 effective December 17 2009 incorporated by reference

to Exhibit 10.16 to the Companys Form 10-K for the year ended January 31 2010 File No 1-4372

10.7 Forest City Enterprises Inc Executive Short-Tenn Incentive Plan As Amended and Restated as of

June 19 2008 incorporated by reference to Exhibit 10.2 to the Companys Form 8-K filed on June 24 2008

File No 1-4372

10.8 Forest City Enterprises Inc Executive Long-Term Incentive Plan As Amended and Restated as of

June 19 2008 incorporated by reference to Exhibit 10.3 to the Companys Form 8-K filed on June 24 2008

File No 1-4372
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Exhibit

Number Description of Document

10.9 Forest City Enterprises Inc Senior Management Short-Term Incentive Plan Effective February 2008
incorporated by reference to Exhibit 10.4 to the Companys Form 8-K filed on June 24 2008 File No 1-4372

10.10 Forest City Enterprises Inc Senior Management Long-Term Incentive Plan Effective February 2008
incorporated by reference to Exhibit 10.5 to the Companys Form 8-K filed on June 24 2008 File No 1-4372

10.11 Forest City Enterprises Inc Amended Board of Directors Compensation Policy effective February 2008

incorporated by reference to Exhibit 10.33 to the Companys Form 10-K for the year ended January 31 2008

File No 1-4372

10.12 Forest City Enterprises Inc Unftinded Nonqualified Supplemental Retirement Plan for Executives

As Amended and Restated Effective January 2008 incorporated by reference to Exhibit 10.59 to the

Companys Form 10-K for the
year ended January 31 2008 File No 1-4372

10.13 Amended and Restated Form of Incentive and Nonqualified Stock Option Agreement effective as of

March 25 2010 incorporated by reference to Exhibit 10.23 to the Companys Form 10-K for the year ended

January 31 2010 File No 1-4372

10.14 Amended and Restated Form of Restricted Stock Agreement effective as of March 25 2010 incorporated by

reference to Exhibit 10.24 to the Companys Form 10-K for the year ended January 31 2010 File No 1-4372

10.15 Form of Forest City Enterprises Inc Performance Shares Agreement incorporated by reference to Exhibit 10.6

to the Companys Form 8-K filed on June 24 2008 File No 1-43 72

10.16 Form of Forest City Enterprises Inc Nonqualified Stock Option Agreement for Nonemployee Directors

incorporated by reference to Exhibit 10.66 to the Companys Form lO-Q for the quarter ended July 31 2008

File No 1-43721

10.17 Form of Forest City Enterprises Inc Restricted Shares Agreement for Nonemployee Directors incorporated by

reference to Exhibit 10.67 to the Companys Form l0-Q for the quarter ended July 31 2008 File No 1-4372

10.18 Forest City Enterprises Inc 1994 Stock Plan As Amended and Restated as of June 16 2010 incorporated by

reference to Exhibit 10.28 to the Companys Form 10-Q for the quarter ended July 31 2010 File No 1-4372

10.19 Employment Agreement entered into on May 31 1999 effective January 1999 between Forest City

Enterprises Inc and Albert Ratner incorporated by reference to Exhibit 10.47 to the Companys Form 10-Q
for the quarter ended July 31 1999 File No 1-4372

10.19.1 First Amendment to Employment Agreement effective as of February 28 2000 between Forest City

Enterprises Inc and Albert Ratner incorporated by reference to Exhibit 10.45 to the Companys Form 10-K

for the year ended January 31 2000 File No 1-4372

10.20 Employment Agreement entered into on May 31 1999 effective January 1999 between Forest City

Enterprises Inc and Samuel Miller incorporated by reference to Exhibit 10.48 to the Companys Form

l0-Q for the quarter ended July 31 1999 File No 1-4372

10.21 Agreement regarding death benefits entered into on May 31 1999 between Forest City Enterprises Inc and

Robert OBrien incorporated by reference to Exhibit 10.29 to the Companys Form l0-Q for the quarter

ended April 30 2009 File No 1-43 72

10.22 Employment Agreement entered into on July 20 2005 effective February 2005 between Forest City

Enterprises Inc and Charles Ratner incorporated by reference to Exhibit 10.1 to the Companys Form 8-K

filed on July 26 2005 File No 1-4372

10.22.1 First Amendment to Employment Agreement dated as of November 2006 by and among Charles Ratner

and Forest City Enterprises Inc incorporated by reference to Exhibit 10.2 to the Companys Form 8-K filed on

November 13 2006 File No 1-4372
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Exhibit

Number Description of Document

10.23 Employment Agreement entered into on July 20 2005 effective February 2005 between Forest City

Enterprises Inc and James Ratner incorporated by reference to Exhibit 10.2 to the Companys Form 8-K

filed on July 26 2005 File No 1-4372

10.23.1 First Amendment to Employment Agreement dated as of November 2006 by and among James Ratner

and Forest City Enterprises mc incorporated by reference to Exhibit 10.3 to the Companys Form 8-K filed on

November 13 2006 File No 1-4372

10.24 Employment Agreement entered into on July 20 2005 effective February 2005 between Forest City

Enterprises Inc and Ronald Ratner incorporated by reference to Exhibit 10.3 to the Companys Form 8-K

filed on July 26 2005 File No 1-4372

10.24.1 First Amendment to Employment Agreement dated as of November 2006 by and among Ronald Ratner

and Forest City Enterprises Inc incorporated by reference to Exhibit 10.4 to the Companys Form 8-K filed

on November 13 2006 File No 1-4372

10.25 Employment Agreement effective November 2006 by and among Bruce Ratner and Forest City

Enterprises Inc incorporated by reference to Exhibit 10.1 to the Companys Form 8-K filed on

November 13 2006 File No 1-4372

10.26 Master Contribution and Sale Agreement dated as of August 10 2006 by and among Forest City

Enterprises Inc certain entities affiliated with Forest City Enterprises Inc Forest City Master

Associates III LLC certain entities affiliated with Forest City Master Associates III LLC certain entities

affiliated with Bruce Ratner and certain individuals affiliated with Bruce Ratner incorporated by

reference to Exhibit 10.37 to the Companys Form 10-Q for the quarter ended July 31 2009 File No 1-4372

Portions of this exhibit have been omitted pursuant to request for confidential treatment

10.27 Registration Rights Agreement by and among Forest City Enterprises Inc and the holders of BCR Units listed

on Schedule thereto dated November 82006 incorporated by reference to Exhibit 10.1 to the Companys
Registration Statement on Forni S-3 filed on November 72007 Registration No 333-147201

10.28 Second Amended and Restated Credit Agreement dated as of January 29 2010 by and aniong Forest City

Rental Properties Corporation as Borrower KeyBank National Association as Administrative Agent

PNC Bank National Association as Syndication Agent Bank of America N.A as Documentation Agent and

the banks named therein incorporated by reference to Exhibit 10.1 to the Companys Form 8-K filed on

February 2010 File No 1-4372

10.29 Pledge Agreement dated as of January 29 2010 by Forest City Rental Properties Corporation to KeyBank

National Association as Agent fnr itself and the other Ranks incorporated by reference to Exhibit 10.2 to the

Companys Form 8-K filed on February 2010 File No 1-4372

10.30 Second Amended and Restated Guaranty of Payment of Debt dated as of January 29 2010 by and among
Forest City Enterprises Inc as Guarantor KeyBank National Association as Administrative Agent

PNC Bank National Association as Syndication Agent Bank of America N.A as Documentation Agent and

the banks named therein incorporated by reference to Exhibit 10.3 to the Companys Form 8-K filed on

February 2010 File No 1-4372

10.31 First Amendment to Second Amended and Restated Credit Agreement and Second Amended and Restated

Guaranty of Payment of Debt dated as of March 2010 by and among Forest City Rental Properties

Corporation Forest City Enterprises Inc KeyBank National Association as Administrative Agent PNC Bank

National Association as Syndication Agent Bank of America N.A as Documentation Agent and the banks

named therein incorporated by reference to Exhibit 10.1 to the Companys Form 8-K filed on March 2010

File No 1-4372

10.32 Second Amendment to Second Amended and Restated Credit Agreement and Second Amended and Restated

Guaranty of Payment of Debt dated as of August 24 2010 by and among Forest City Rental Properties

Corporation Forest City Enterprises Inc KeyBank National Association as Administrative Agent PNC Bank

National Association as Syndication Agent Bank of America N.A as Documentation Agent and the banks

named therein incorporated by reference to Exhibit 10.1 to the Companys Form 8-K filed on August 27 2010

File No 1-4372
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Exhibit

Number Description of Document

10.33 Third Amendment to Second Amended and Restated Credit Agreement and Second Amended and Restated

Guaranty of Payment of Debt dated as of Januaiy 18 2011 by and among Forest City Rental Properties

Corporation Forest City Enterprises Inc KeyBank National Association as Administrative Agent PNC Bank

National Association as Syndication Agent Bank of America N.A as Documentation Agent and the banks

named therein

10.34 Form of Exchange Agreement pertaining to 5.00c Convertible Senior Note due 2016 incorporated by

reference to Exhibit 10.1 to the Companys Form 8-K filed on January 27 2011 File No 1-4372

21 Subsidiaries of the Registrant

23 Consent of PricewaterhouseCoopers LLP

24 Powers of attorney

31.1 Principal Executive Officers Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 Principal Financial Officers Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1 Certification pursuant to 18 U.S.C Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley

Act of 2002

99.1 Nets Sports and Entertainment LLC and Subsidiaries Consolidated Balance Sheets at June 30 2010 and 2009

and Consolidated Statements of Operations Consolidated Statements of Members Equity Deficit and

Consolidated Statements of Cash Flows for the fiscal years then ended including the Notes thereto

lol The following financial information from Forest City Enterprises Inc.s Annual Report on Form 10-K for the

year ended January 31 2011 formatted in XBRL eXtensible Business Reporting Language Consolidated

Balance Sheets iiConsolidated Statements of Operations iii Consolidated Statements of Comprehensive

Income Loss iv Consolidated Statements of Equity Consolidated Statements of Cash Flows and

vi Notes to Consolidated Financial Statements tagged as blocks of text

Management contract or compensatory arrangement required to be filcd as an exhibit to this Fonn 10-K pursuant to Item

Filcd herewith

Submitted electronically herewith In accordance with Rule 406T of Regulation S-T the XBRL related information in Exhibit 101 to

this Annual Report on Form 10-K shall not be deemed to be filed for purposes of Section 18 of the Exchange Act or otherwise subject

to the liability of that section and shall not be part of any registration or other document filed under the Securities Act or the Exchange

Act except as shall be expressly set forth by specific reference in such filing
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Item 15 Financial Statements Schedules

Financial Statements Schedules

SCHEDULE II VALUATION AND QUALIFYING ACCOUNTS

Additions

Balance at Charged to Balance at

Beginning Costs and End of

Description of Period Expenses Deductions Period

in thousands

Allowance for doubtful accounts and notes receivable

January 31 2011 33825 7242 9875 31192

January3l2010 27213 12977 6365 33825

January3l2009 13084 15943 1814 27213

Allowance for projects under development

January 31 2011 23786 8195 9195 22786

January3l2010 17786 27415 21415 23786

January3l2009 11786 52211 46211 17786

Valuation reserve on other investments

January 31 2011 4820 61 4881

January3l2010 5952 182 1314 4820

January3l2009 6934 456 1438 5952

Valuation allowances for deferred tax assets

January 31 2011 58396 8932 5584 61744

January3l2010 48155 13959 3718 58396

January3l2009 27414 24463 3722 48155
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Financial Statements Schedules continued

SCHEDULE III REAL ESTATE AND ACCUMULATED DEPRECIATION continued

11340779

744415

166038

187069

514533

383091

1084693

Balance at end of period 11166539 11340779 10648573

Reconciliations of accumulated depreciation are as follows

Balance at beginning of period

Additions during period

Charged to profit or loss

Net other additions deductions during period

Acquisitions retirements sales or disposals

1593658

197120

176379

1419271 1244431

20493

30.548

199213

24.373

Balance at end of period 1614399 1593658 1419271

Years Ended January 31

2011 2010 2009

in thousands

Reconciliations of total real estate carrying value are as follows

Balance at beginning of period

Additions during period

Improvements

Other additions primarily as result of change in accounting method of property

Other acquisitions

Dcducttons durtng pertod

Cost of real estate sold or retired

Cost of real estate in connection with disposal of
partial

interests

Other deductions primarily as result of change in accounting method of property

10648573 9225753

889440 1074632

422248

80972

1577852

4713

910453 894153

151637

50310

201947

153770

1262
155032
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the Registrant has duly caused this

report to be signed on its behalf by the undersigned thereunto duly authorized

FOREST CITY ENTERPRISES INC

Registrant

Date March 30 2011 BY Is Charles Ratner

Charles Ratner President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by the following

persons on behalf of the Registrant and in the capacities and on the dates indicated

Signature Title
________

Date

Co-Chairman of the Board and Director March 30 2011

Albert Ratner

Co-Chairman of the Board Treasurer March 30 2011

Samuel Miller and Director

Is Charles Rather President Chief Executive Officer March 30 2011

Charles Ratner and Director Principal Executive Officer

Is Robert OBrien Executive Vice President and March 30 2011

Robert OBrien Chief Financial Officer

Principal Financial Officer

Is Linda Kane Senior Vice President Chief Accounting and Administrative March 30 2011

Linda Kane Officer Principal Accounting Officer

Executive Vice President and Director March 30 2011

James Ratner

Executive Vice President and Director March 30 2011

Ronald Ratner

Executive Vice President and Director March 30 2011

Brian Ratner

Executive Vice President and Director March 30 2011

Bruce Ratner

Director March 30 2011

Deborah Ratner Salzberg

Director March 30 2011

Michael Esposito Jr

Director March 30 2011

Scott Cowen

Director March 30 2011

Arthur Anton

Director March 30 2011

Joan Shafran

Director March 30 2011

Louis Stokes

Director March 30 2011

Stan Ross

Director March 30 2011

Deborah Harmon

The Registrant plans to distribute to security holders copy of the Annual Report and Proxy material on or about

April 28 2011

The undersigned pursuant to Power of Attomey executed by each of the Directors and Officers identified above and filed

with the Securities and Exchange Commission by signing his name hereto does hereby sign and execute this Form 10-K on

behalf of each of the persons noted above in the capacities indicated

Is Charles Ratner March 30 2011

Charles Ratner Attomey-in-Fact
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EXHIBITS FILED HEREWITH

Exhibit

Number Description of Document

10.33 Third Amendment to Second Amended and Restated Credit Agreenient and Second Amended and Restated

Guaranty of Payment of Debt dated as of Januaiy 18 2011 by and among Forest City Rental Properties

Corporation Forest City Enterprises Inc KeyBank National Association as Administrative Agent PNC Bank

National Association as Syndication Agent Bank of America NA as Documentation Agent and the banks

named therein

21 Subsidiaries of the Registrant

23 Consent of PricewaterhouseCoopers LLP

24 Powers of attomey

31.1 Principal Executive Officers Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 Principal Financial Officers Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1 Certification pursuant to 18 U.S.C Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley

Act of 2002

99.1 Nets Sports and Entertainment LLC and Subsidiaries Consolidated Balance Sheets at June 30 2010 and 2009

and Consolidated Statements of Operations Consolidated Statements of Members Equity Deficit and

Consolidated Statements of Cash Flows for the fiscal years then ended including the Notes thereto



Exhibit 31.1

PRINCIPAL EXECUTIVE OFFICERS CERTIFICATIONS

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

Charles Ratner certify that

have reviewed this annual report on Form 10-K of Forest City Enterprises Inc

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state material fact

necessary to make the statements made in light of the circumstances under which such statements were made not

misleading with respect to the period covered by this report

Based on my knowledge the financial statements and other financial information included in this report fairly present in

all material respects the financial condition results of operations and cash flows of the registrant as of and for the periods

presented in this report

The registrants other certifying officer and are responsible for establishing and maintaining disclosure controls and

procedures as defined in Exchange Act Rules 13a-l5e and 15d 15e and internal control over financial reporting as
defined in Exchange Act Rules 13a-15f and lSd-15f for the registrant and have

designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed

under our supervision to ensure that material information relating to the registrant including its consolidated

subsidiaries is made known to us by others within those entities particularly during the period in which this report

is being prepared

designed such internal control over financial reporting or caused such internal control over financial reporting to be

designed under our supervisiun tu pruvide reasonable assurance regarding the reliability uf financial repurting and

the preparation of financial statements for external purposes in accordance with generally accepted accounting

principles

e\aluated the effectiveness of the registrants disclosure controls and procedures and presented in this report our

conclusions about the effectiveness of the disclosure controls and procedures as of the end of the period covered by

this report based on such evaluation and

disclosed in this report any change in the registrants internal control over financial reporting that occurred during

the registrants most recent fiscal quarter the registrants fourth fiscal quarter in the case of an annual report that

has materially affected or is reasonably likely to materially affect the registrants internal control over financial

reporting and

The registrants other certifying officer and have disclosed based on our most recent evaluation of internal control over

financial reporting to the registrants auditors and the audit committee of the registrants board of directors or persons

performing the equivalent functions

all significant deficiencies and material weaknesses in the design or operation of internal control over financial

reporting which are reasonably likely to adversely affect the registrants ability to record process summarize and

report financial information and

any fraud whether or not material that involves management or other employees who have significant role in the

registrants internal control over financial reporting

Date March 30 2011 s/Charles Ratner

Name Charles Ratner

Title President and Chief Executive Officer



Exhibit 31.2

PRINCIPAL FINANCIAL OFFICERS CERTIFICATIONS

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

Robert OBrien certify that

have reviewed this annual report on Form 10-K of Forest City Enterprises Inc

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state material fact

necessary to make the statements made in light of the circumstances under which such statements were made not

misleading with respect to the period covered by this report

Based on my knowledge the financial statements and other financial information included in this report fairly present in

all material respects the financial condition results of operations and cash flows of the registrant as of and for the periods

presented in this report

The registrants other certif3iing officer and are responsible for establishing and maintaining disclosure controls and

procedures as defined in Exchange Act Rules l3a-15e and 15d-15e and internal control over financial reporting as
defined in Exchange Act Rules 13a-15f and 15d-15f for the registrant and have

designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed

under our supervision to ensure that material information relating to the registrant including its consolidated

subsidiaries is made known to us by others within those entities particularly during the period in which this report

is being prepared

designed such internal control over financial reporting or caused such internal control over financial reporting to be

designed under our supervision to provide reasonable assurance regarding the reliability of financial reporting and

the preparation of financial statements for external purposes in accordance with generally accepted accounting

principles

evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this report our

conclusions about the effectiveness of the disclosure controls and procedures as of the end of the period covered by

this report based on such evaluation and

disclosed in this report any change in the registrants internal control over financial reporting that occurred during

the registrants most recent fiscal quarter the registrants fourth fiscal quarter in the case of an annual report that

has materially affected or is reasonably likely to materially affect the registrants internal control over financial

reporting and

The registrants other certifying officer and have disclosed based on our most recent evaluation of internal control over

financial reporting to the registrants auditors and the audit committee of the registrants board of directors or persons

performing the equivalent functions

all significant deficiencies and material weaknesses in the design or operation of internal control over financial

reporting which are reasonably likely to adversely affect the registrants ability to record process summarize and

report financial information and

any fraud whether or not material that involves management or other employees who have significant role in the

registrants internal control over financial reporting

Date March 30 2011 Is RobertO OBrien

Name Robert OBrien

Title Executive Vice President and

Chief Financial Officer



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of Forest City Enterprises Inc the Company on Form 10-K for the year ended

January 31 2011 as filed with the Securities and Exchange Commission on the date hereof the Report each of the

undersigned officers of the Company certifies pursuant to 18 U.S.C 1350 as adopted pursuant to 906 of the

Sarbanes-Oxley Act of 2002 that to such officers knowledge

The Report fully complies with the requirements of Section 13a or 15d of the Securities Exchange Act of 1934

and

The information contained in the Report fairly presents in all material respects the financial condition and results of

operations of the Company as of the dates and for the periods expressed in the Report

Date March 30 2011 /5/ Charles Ratner

Name Charles Ratner

Title President and Chief Executive Officer

Is Robert OBrien

Name Robert OBrien

Title Executive Vice President and

Chief Financial Officer

The foregoing certification is being furnished solely pursuant to 18 U.S.C 1350 and is not being filed as part of the Report or

as separate disclosure document
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