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Developers Diversified Realty Corporation (NYSE: DDR) is a fully integrated real estate company operating as a Real Estate Investment Trust
(REIT). Developers Diversified actively acquires, develops, owns, manages and leases shopping centers across the country. We're one of.
the few truly national shopping center companies and the leading owner, operator and developer of market-dominant community shopping

centers. Our portfolio currently includes over 360 retail operating and development properties owned and managed in 44 states, totaling
over 82 million square feet, '

FINANCIAL RIGHLIGHTS 2003

(in thousands, except per share data)
2002 2001 2000 1989

$ 354846 § 314981 § 281997 § 259961

Revenues:

Funds from operations:”
Net income applicable to common shareholders
Depreciation and amortization of real estate investments
Equity in net income of joint ventures
Gain on sale of joint venture interests
Equity in net income of minority equity investment
Joint ventures' funds from operations
Minority equity investment funds from operations

$ 69368 § 65110 $ 73571 § 60,135
76,462 63,200 52,974 49,137
(32,769) (17,010 (17,072) (18,993)

- (1,550} (6,224) (5,720}
44,473 31,546 30,512 32,316
- 6,448 14,856 12,965

Minority equity interests {OP Units) 1,450 1,531 4,126 6,541
(Gain} loss on sales and impairment charge of depreciable

real estate and real estate investments, net 454 (16,688) (23,440) 1,664
Impairment charge - 2,895 - -

Funds from operations available to comman shareholders®
Preferred dividends

159,438 135,482 129,303 138,045
32,602 27,262 27,262 27,262

S § 102040 § 162744 $ 156565 ¢ 165,307
B § 238835 § 200445 § 200580 § 189881
B $2,804.056  $2493.665  $2,161810  $2,068,274

Funds from operations

Net operating income®

Real estate (at cost)™
Per share (diluted):
Net income
Funds from operations®

B: w5 w8 s 0w
s o 3 238 0§ 219§ 205
Bs 12 ¢ 18 0§ a5 140
8 esy mex seU6 63468
65,910 56,957 59,037 68,412

Annualized cash dividend (per share)
Weighted average shares (diluted)
Veighted average shares and OP Units (diluted)

S T

11} Industry analysts generally consider funds from operations ('FF0”) to be an appropriate measure of the performance of an equity REIT. FFO does not represent cash generated from operating activities in accordance
with generally accepted accounting principles and is not necessarily indicative of cash available to fund cash needs and should not be cansidered 2 an altemative to nel income as an indicator of the Company's
operating performance or as an aftermative to cash flows as a measure of liquidity. During 2003 and 2002 the Company incurred non-cash charges aggregating $10.7 million and $5.5 million assaciated with the
redemption of prefened shares and preferred operating partnership units. In addition, during 2003 the Company incurred a $9.2 million itigation charge. Excluding these charges, 2003 and 2002 FFQ avaifable
to common shareholders (diluted) wes $234.2 million and $165.0 million, respectively, or $2.78 per share and $2.50 per share, respectively. Excluding these charges, net income available to common shareholders
{dituted) in 2003 and 2002 was $209.0 and $74.9, respectively, or $2.50 per share and $1.16 per share, respectively.

12) Net operating income equals income before depreciation, amartization, interest expense, equity income of joint ventures and minosity equity investment, minarity intarests, gainass on sales of real estate and real estate
investments and impairment charges.

(3 Does nat inchude property owned through joint ventures.



In 2003, we reached the top of our game.



We provided total shareholder retu'rn' of 62%.




We grew our development pipeline 10 $1 billion in new projects.




We generated over $350 m||||on |n retalned capltal
to fund new opportumhes SIS



We tapped over $700 million in new institutional equity.




 Sinceouwr IP0IN1993,
Our stock price has tripled,
Our earnings per share have tripled,

- We have more than doubled
the return of the S&P 500,

Our asset base
has grown ten-fold.




So, what could possibly hurt us?
What could threaten us?
What do we have to fear?

What?

We'll tell you what.



Complacency.

!



| LETTER TO SHAREHOLDERS

2003 was a very exciting year for Developers Diversified.
Our list of accomplishments is unusually long and replete
with some very significant transactions:

. Generated a total return to common shareholders of
62% year over year

s Generated FFQ growth of 1 t% per share, excludrng
non-recurring charges

» Generated net income growth of 114% per-share,
excluding non-recurring charges

+ Increased the common dividend by 12% over 2002

. Complet_ed  highly successful accretive merger with
IDN Realty, adding over $1 billion to our asset base

» Completéd an 1P in Australia that created Macquarie
DR Trust, a $730 miltion Listed Property Trust on
the Australian Stock Exchange

* Successfully raised over $330 million in private
capital to create Coventry Real Estate Fund Il a
$1 hrltron value- added retail fund '

. Dompteted a $170 millien joint venture with the
Kuwait financial Centre ~

» Completed $300. mrtlron in bond issuance at 2
rate of 4.6%

+ Completed $385 million of rehnancrng of: perpetuat
preferred stock and preferred units at an annuat
savings. of nearly $6 mrIIron »

+ Sold over $1.2 biltion in assets from- our whulty
owned.and joint venture portfolios, generatrng gains
i excess of $250 mrllron

e Dramatrcalty rmproved aur balance sheet try

* " enhanging oii coverage ratios, extendrng our ‘
debt maturities, and reducing our exposure to
varrahle rate indebtedness

) -oCompIeted $235 million in new shopprng center |
- developments and continued construction on'a -

' prpelrne of more than $600 million i in:new. prorects K

“and established more thian $330 mrttro n:.our
pre developmentprpetrne T

By any measure, 2003 was an ektraordinaryyear But what really etréites us about o

our accomplighments in 2003 is not what they produced in the past, but.rather what ¢
all this means for our future, The posrtrue rmptrcatrons for the future are immense,

- because the real ac_complrshm‘en t of 2003 was-to-create'a platform for growth. ha_t is
-unparalleled-in our history. We have more.opportunities before us-and more tools for

growth today. than in any other time inour history. -
When we started as a public co'mpan'y 11 years ago, we had access to capital from-

only one immediate vsource the public - and that was subject to the whims of fickle
~ capital markes. Today, 25 a result of estabtrshrngsrong trnancrng Sources hrough "
public, private and institutional channels, our access fo capital i is as diverse as it s

extensive, and thanks to tavorable interest rates, more efficient than ever,
. When the company went publrc we had an idea, Today, Ve have a system in place -
namely, a well structured mature company that is running on alf cylinders. And tookrng

. down the road, there's tremendous opportunity, -

' This opportunity derives from establishing an infrastructure, devetoprng the: tundrng"

~ sources, and improving the balance sheet, which were all achieved.during 2003, As |
. wilt discuss more fully below, (i) the creation of Macquarre DDR Trust (“MDT"), our
 primary joint yenture core investment vehicle, (ii} the successful fundraising by

Coventry Reaf Estate Fund If (“Coventry 11", our value-added investment vehicle, and

-+ (ifi) the radical improvement of our balance sheet, from 'w‘hich we will fund our wholly

owned development projects, will allow us to pursue a powerful external growth-strategy
in 2004 and beyond. : S

But, before we explore the particutars of our. externat growth strategy, let's first take
a-look at our core portfolio, or as we call it, the “mothershrp” from which we derive our
internal growth; growth without the necessity of addrtronat funding,

From the 362 retail operating properties in our core portfoho we generated v
$541 mrltron (assumes 100% ownershrp of ornt ventures) in net operatrng rncome in
2003. We executed 343 new leases aggregatrng approxrmatety 1.8-million square feet,
and 469 léase renewals aggregating approximately 1.9, million square feet. In addition;
we completed 38 leases and sale transactions in the Servrce Merchandise portfoho otahng.

 two million square feet. On a blended basis; average rental rates for new leases and

renewals increased durrng 2003 by over 10%.to: approxrmatety $12.00 per square. foot

‘Our rentat rates will contrnue to rise:next year and. rnto the future because retarters respect R
~ the exceptional quah Y e vrgorousty marntarn at our open -air tenters. We vrgrlan ty adhere -
’ toour successfut strategy o securrng the best Iocatron in each market and assemblrng a0
v_:potent tenant mix. whrch together offer the consumer the best possrble combmatron of ‘
: value and: convemence By.doing so, we offer-our: tenants therr best chance tor success -

Much of thrs forecas ed increase in rental rncome rs already guaranteed through

' Llong ferm Ieases contarnrng contractuat rent steps In 2004 nearty 20% of our porttotro o
: rs either coming up for renewat or sub ect to contractual rental mcreases and from
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those opportunities we expect to exceed last year's gains in total rent increases, generating approximately $8.0 million
in incremental revenue,

The high quality of our properties makes re-tenanting our strength. Progress in securing replacement tenants for
farge boxes continued in 2003. Several examples being the executed leases and letters of intent with Fresh Market,
Hobby Lobby, Dick’s Sporting Goods, The Shoe Gallery and PetSmart to take over 250,000 square feet of space in
three former Kmart locations. Rents-will be 26% higher than the former K-Mart rent on a weighted average basis,
inctusive of a 12% return on capital invested. _

The attractive power of Developers Diversified's properties is not only evident through the consumers who flock to
them, but through another very important group that is coming to them as well. Qur tenant base is expanding as mare
and mare traditional mall tenants join us in our open-air centers. During the past year, we have executed transactions
with The May Department Stores Company, JCPenney, Sears, Lane Bryant, August Max, Casual Corner, Petite Sophisticate,
Kirkland's, Maurice's, Yankee Candle and a host of others. They have seen what kind of success our locations can bring
retailers, and they want to participate. This expansion of our traditional tenant base is a credit io the quality_df the
core assets within Developers Diversified's portfolio.

Speaking of expansion, in 2003 we completed expansions and redevelopments at twelve shopping centers.
Currently, we are redeveloping seven more centers and are scheduled to commence construction on ten additional
expansion projects. Given that we expect our expanded centers to produce an average of 15% return on the money
invested, we view this as a proactive, ongoing process that is critical to enhancing asset value,

The earning power of our properties is further enhanced through many non-traditional sources of revenue. Ancillary
income in 2003 reached a record $4.8 million. Thanks to the continuing efforts of our New Business Development
group, even more opportunities are in the works. This group is aggressively pursuing new areas of ancillary income that
are not traditionally associated with open-air community centers, such as energy management and trash management
initiatives and the sponsorship of special events. Temporary and seasonal leasing of inline space, carts and Kiasks,
which is the bread and butter of our ancillary income program, continues to generate increasing revenues on an annual
basis. In 2004, we estimate that our ancillary income revenue will grow to $5.4 million. '

So, as you can see, we have a strong internai growth plan in place. Through our proactive expansibn, Ieaéing and
ancillary income efforts, we maximize revenue generétion from our existing portfolio. In order to generate more
revenue for our company, we simply need to create more centers to do it from. That's where our external growth

strategy comes into play. ‘

First, let's explore the core acquisition strategy. [n 2003, we took an important step in securing the means to grow
our core portfolio asset base - today, tomarrow, and for a fong, fong time down the road. We formed an Austratian-based
Listed Property Trust with Macquarie Bank Limited, an international investment bank and leading advisor and manager
of specialized real estate funds in Australia. Macquarie DOR Trust will focus on acquih’ng ownership interests in
institutional-quality community center properties in the United States exclusively in joint ventures with Developers
Diversified. This gives us powerful access to capital on the Australian Stock Exchange, where we can efficiently obtain
equity to pursue core acquisition apportunities.

“Although the MDT deal is new, the idea is not. We've had ptenty of experience creating other highly profitable joint
venture structures with Prudential, DRA Advisors,and the Kuwait Financial Centre, among others. MDT continues our
tradition of co-investing in core properties alongside private capital ~ in this case, foreign capital - where we can
leverage our equity to generate higher returns and earn fees for a variety of services such as leasing, management,
asset management and development. Basically, MDT provides another way of supercharging our investment returns
in core investments.

{:



To form MDT, Developers Diversified and its partners soid a portfolio of 11 shopping centers that have an aggregate
value of $730 million. We received a net cash distribution of $195 million. We retained a 14.5% effective ownership
interest in the assets, valued at $53 million. Furthermore, Developers Diversified is responsible for all day-to-day
operations of the properties and receives fees for property management, asset management, leasing, construction
management, acquisitions, due diligence, dispositions and financing.

Al of this is especially exciting and encouraging when you consider that when Developers Diversified began in 1993,
we were not even a $700 million company - and now, here we are, forming a $700 million company overseas whose
sole mission is to co-invest with us. We're quite fortunate to be doing it with Macquarie Bank, They are a large,
well-respected institution with very talented people. This is a solid, long-term investment partner who will be
working diligently to achieve great success with our new alliance, ,

Of even greater magnitude, recently Developers Diversified announced its intent to purchase a 110 property portfolio
of well-leased, high-quality shopping centers valued at $2.3 billion from the Benderson Development Company, the
largest private developer of shopping centers in North America. We are gratified that Benderson chase to give us the
apportunity to acquire this operating portfolio of nearly 19 million square feet, They recognized that “certainty of
execution” bears significant value in the marketplace. Rather than putting their portfclio up for auction, Benderson
offered the opportunity to the cne player in the market they knew that could structure the transaction, access the
necessary capital and execute on its promises. Following the transaction, which is anticipated to close in the second
quarter of 2004, Developers Diversified will own or manage over 100 million square feet of retail assets across the
U.S. The Company will have a dominant presence in the densely populated states of New York and New Jersey, where
barriers to entry make it difficult to establish a foothold. This transaction represents one more example of the value of
Developers Diversified's historical role as a market consolidator and an industry leader.

With the Benderson portfolic under contract and the MDT joint venture available to help us acquire investment grade
properties, our new Coventry Real Estate Fund 11 will allow us to invest in a variety of well located yet “challenged”
retail proparties that present opportunities for value-creation. This type of property allows us to negotiate a favorable
purchase price, and then - bringing to bear our development expertise in re-tenanting, repositioning, expanding and
managing shopping centers - end up with an investment-grade asset. Coventry I} has raised $330 mitlion of equity to
invest exclusively in joint ventures with Developers Diversified, which will leverage to over a billion dollars of investments
during the next two years in these value-added opportdnities.

With the MDT and Coventry 1 structures in place, we've broken new ground in securing additional ways of accessing
co-investment money to acquire more properties. But as profitable as these ventures will be, even more profitable will
be the new properties we create by literally breaking new ground ourselves. As cap rates on core acquisitions have
dropped significantly, we have increased our focus on wholly owned “greenfield” developments where returns remain
extremely high. This is where we can generate our greatest value creation. We currently have nearly $1 billion in our
development pipeline. Developers Diversified can capture the spreads of 400 to 500 basis points in net asset value by
developing up to a 12% unleveraged first year return, compared to acquiring fully stabilized assets priced at 7% to 8%
yields. This spread will ultimately manifest itself in greater FFO, enhancing the Company's long-term earnings growth.

Although our pipeline includes some very exciting development projects underway in many areas of the countfy, fet
me focus on a couple of areas in particular. Developers Diversified will soon enhance our presence in South Florida
with shopping centers. set to begin construction in Jupiter and Miami. Just two miles north of downtown Miami and
adjacent to the popular Design District, The Shops at Midtown Miami will feature nearly 600,000 square feet of much
anticipated retail space and restaurant locations. This shopping center will be easily accessible from major interstates
and will serve a trade area of nearly a half-million pecple tiving in the greater Miami-Dade area. We are also focusing
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our development potential just north of West Palm Beach in Jupiter, one of the fastest growing communities in Florida
and one of the wealthiest communities in the country. The Shoppes at Jupiter Falls will be conveniently located near
one of the area’s best commercial intersections, adjacent to Interstate 95 and less than one mile from the Florida
Turnpike. The Shoppes at Jupiter Falls will feature a unique blend of national and regional retailers.

The Midwest and the East Coast continue to be excellent growth opportunities for the Company. In Coon Rapids,
Minnesota, a suburb of Minneapolis, construction at Riverdale Village is nearing completion. This hybrid shopping
center totals nearly 900,000 square feet of retail space including discount stores, lifestyle tenants and traditional mall
anchors. The unique layout of the shopping center accommodates 2 freestanding JCPenney, Sears, Kohl's and Costco,
as well as a man made lake with numerous landscaped public seating areas and a pavilion for outdoor events. In
Mt. Laure!, New Jersey, Centerton Square is expected to open later this year. This shopping center totals 732,000
square feet of retail space which includes anchors Target, Costco, Wegman's and Bed Bath & Beyond.

0f course, funding the cost of $1 billion in development projects requires a significant amount of capital. That's
where the improvements to our balance sheet are key. And this is where we achieved our greatest successes in 2003,
We and our partners sold nearly $1.2 billion in assets during 2003 at a blended cap rate below 8%, taking full advantage
of the “frothy” investment environment for our core assets. This enabled us to retain over $350 million in capital from
operations in 2003, which along with an equal amount of borrowing that we can secure without stretching our leverage
levels, effectively self-funds our entire development budget in 2004. Furthermore, we can now borraw funds at a much
fower cost, nat just because of lower interest rates, but because our credit spreads were cut to a third of what they
were in 2002 as a result of spectacular improvement in all of our credit metrics, Our fixed charge coverage improved
from 2.22 to 2.50, our debt service coverage improved from 3,43 to 3.49, our interest coverage improved from 3.72 to
3.94, and our overall debt to market cap was reduced from 43% to 37%. The pricing on our credit line was reduced
by 20 basis points, and we obtained an “accordion feature” that, at our option, can expand the size of our fine of
credit to $1 billion.

So, in review, our investment strategy is simple and bodes well for the future - well into the future. Developers
Diversified will pursue core acquisitions primarily in joint venture relationships with institutional capital, most notably
within our new relationship with Macquarie Bank by co-investing with our recently formed Australian Listed Property Trust.
We will pursue value-added opportunities through Coventry 11, our newly formed co-mingled fund. We will continue to pursue
strategic transactions such as the acquisition of the Benderson Development partfolio such as they present themselves,
Finally, we will take advantage of our strong balance sheet to aggressively pursue greenfield development opportunities on
a wholly owned basis, as this is where we will achieve the greatest value creation from each invested dolfar.

Yes, in 2003, we made enormous strides in refining this highly focused investment strategy and creating the tools
to make it work effectively. But 2003 was notable in another very important way. A great deal of our time and attention
during the past year was focused on a part of the business that is not nearly as exciting, but every bit as important.
After countless hours and multiple retreats with our Board of Directors, we enacted sweeping changes to improve our
corporate governance.

Some of the changes include revising the charters of the Audit, Executive Compensation, and Nominating and
Corporate Governance committees to reflect current corporate governance practices and adopting Codes of Ethics at
the employee and the senior financiaf officer levels. In addition, we established minimum share ownership requirements
for directors and executive officers, created the position of Lead Director, and established and adopted a more narrow
definition of independence than that which is legally required. Committee assignments were changed such that enly
independent directors serve on the key committees of the Board. A whistieblower policy was adopted and a third party
service provider retained to receive anonymous reports of alleged wrongdoings.



The progressive changes required to create a Board of Directors whose independence now surpasses any legal
requirement were difficult on a personal level. With great personal regret, but with a view towards making our standards
of corporate governance as high as any in the industry, | accepted the decisions of David Jacobstein and Dan Hurwitz,
my two most valued senior executives, and Al Adams, our able outside legal counsel, to not stand for re-election. Of
cotrrse, David and Dan will continue their day-to-day involvement in Developers Diversified’s strategic and investment
decision-making and implementation, as well as their ongoing role as board members of MDT. We are excited about the
Board nominations of Moshen Anvari, Bill Summers, and Scott Roulston, three gentlemen of the highest credentials,
whose independence is beyond reproach.

Indeed, 2003 was a banner year in so many ways. Macquarie Bank, a litany of major institutions through Coventry
1, and of course, our own shareholder base - all of these different constituencies turned to Developers Diversified to
take their money and put it to work effectively. And Wal-Mart, Home Depot, Kohl's, Lowe's, Bed Bath & Beyond,
along with so many others turned to Develapers Diversified to help them grow effectively. Let there be no doubt, we
are a major component of the growth strategy of these great retailers. We will be a major benefactor, as well,

The CEO at Macquarie Bank recently deemed Developers Diversified “Best of Breed”. We thank him for that
compliment - we will work hard to continue to honor it. You know, REITs were created as passive entities, simply
acquiring and managing product. But playing the game that way has never been our style at Developers Diversified.

We form a plan, We take action. We make things happen. We have been, and continue to be, one of the most active
manufacturers of praduct in the retail REIT industry. We continue to search out new partnerships, new properties,
new opportunities - new ways to make a good thing even better, We are developers...and it's not just in our name.
It's in our blood.

Now you know why this success story is far from aver...

Scott A, Wolstein Chief Executive Officer and Chairman of the Board




2

Revenues
($000)

Net Operating
Income
{$000)

Funds From
Operation
{FFQ) Per Share
{Diltted)

Dividends
Per Share

$259,961

$281,997

9T

$189,881
00" EERERE $200,580
$220,446
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Performance
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{2 The Morgan Stanley REIT indey.

Source: FactSet
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(2) The Morgan Stanley REIT index.

Source: FactSet



CONSOLIDATED COMPARATIVE SUMMARY OF SELECTED FINANCIAL DATA

(Amaunts in thousands, except per share data)

Revenues (primarily real estate rentals)

Expenses:

Rentai operation

Depreciation and amortization

Interest

Impairment Charge

QOther expense

Total

Income from operations
Equity in net income from joint ventures
Gain on sale of joint ventures
Equity in net income from minority equity investment
Minority interests
Income from continuing operations
Discontinued operations:

{Loss) income from discontinued operations

Gain on sale of rea) estate, net

fncome before gain on disposition of
real estate and real estate investments
Gain (loss) on disposition of real estate
and real estate investments
Net income
Net income applicable to common shareholders

Funds From Operations:”
Net income applicable to common shareholders
Depreciation and amortization of reaf estate investments
Equity in net income from joint ventures
Gain on sale of joint venture interests
Equity in net income from minority equity investment
Joint ventures’ funds from operations
Minority equity investment funds from operations
Minority interests (OP Units)
{Gain) loss on disposition of depreciable
real estate and reat estate investments
Impairment charge
FFO available to common shareholders
Preferred dividends

Earnings per share data - Basic:
Income from continuing operations
(Loss) income from discontinued operations
Net income applicable to common shareholders
Weighted average number of common shares

Earnings per share data - Diluted:
Income from continuing operations
{Loss) income from discontinued operations
Net income applicable to common sharehoiders
Weighted average number of common shares
Annualized cash dividend
Funds from operations diluted™

At December 31,

For the years ended December 31,

Real estate (at cost)®

Real estate, net of accumulated depreciation
Advances to and investments in joint ventures
Total assets

Total debts

Shareholders' equity

Total market equity®

2002 2001 2000 1999
§ 354846 § 314981 § 281997 § 259961
116,011 94,535 81,417 70,080
76,802 62,942 52,890 48,878
76,236 80,358 75,748 66,731
- 2,895 - -
269,049 240,730 210,055 185,689
85,797 74,251 71,942 74,272
32,769 17,010 17,072 18,993
- 1,550 6,224 5,720
{21,570) (21,502) {19,583 (11,809)
96,996 71,309 75,645 81,176
(2,731} 2,166 1,748 1,884
4,276 - - 568
1,545 2,166 1,748 2,452
98,541 74,075 77,393 89,628
3,429 18,297 23,440 (2,231)
101,970 92,372 100,833 87,397
69,368 65110 § 73571 § 60,135
$ 69368 § 65110 § 73571 $ 60,135
76,462 63,200 52,974 49,137
(32,769) (17,010} {17,072} (18,993)
- {1,550} (6,224) (5,720}
44473 31,546 30,512 32316
~ 6,448 14,856 12,965
1,450 1,531 4,126 6,541
454 (16,688) {23,440) 1,664
- 2,895 - -
159,438 135,482 129,303 138,045
32,602 27,262 27,262 27,262
$ 192,040 $ 162,744 $ 156,565 § 165307
$ 107 ¢ 113§ 128§ 094
0.02 0.05 0.03 0.04
$ 109 $ 118 § 131 § 098
63,807 55,186 55,959 60,985
$ 105 § 112 § 128 $ 09
0.02 0.05 0.03 0.04
$ 107 $ 117 $ 131 § 095
64,837 55,834 56,176 63,468
$§ 152 § 148 ¢ 144§ 140
$ 242 § 238 § 219 ¢ 205
2002 2001 2000 1999
$2,804,086  $2,493,665  $2,161,810 $2,068,274
2,395,264 2,141,956 1864563 1,818,362
258,610 255,565 260,927 299,176
2,776,852 2,497,207 2,332,021 2,320,860
1,498,798 1,308,301 1,227,575 1,152,051
945,561 834,014 783,750 852,345
1968,762 1674160 1263342 1,240,404

e

(1) Industry analysts generally consider funds
from eperations (“FFQ”) to be an appropriate
measure of the performance of an equity
REIT. FFO does not represent cash generated
from operating activities in accordance with
generally accepted accounting principles and
15 rot necessarily indicative of cash available
to fund cash needs and should not be
considered a5 an alternative to net income
as an indicator of the Company's operaling
pertormance or as an aiternative to cash
flows a5 2 measure of liquidity. See Funds
From Operations discussion in Management's
Discussion and Analysis of Financial
Conditions and Results of Operations.

22 Does not include property owned through
foint ventures.

(31 Represents number of comman shares
and operating partnership units outstanding
multiplies by the closing market price on the
last day of trading for the year plus preferred
shares and preterrad partnership units at
liquidation value.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with the consolidated financial statements, the notes thereto and the comparative summary of selected
financial data appearing elsewhere in this report. Historical results and percentage relationships set forth in the consolidated financial statements, including
trends which might appear, shouid not be taken as indicative of future operations. The Company considers portions of this information to be “forward-looking
statements” within the meaning of Section 27A of the Securities Exchange Act of 1933 and Section 21E of the Securities Exchange Act of 1934, both as amended,
with respect to the Company's expectations for future periods. Forward-looking statements include, without limitation, statements related to acquisitions {including
any related pro forma financial information) and other business development activities, future capital expenditures, financing sources and availability and the
effects of environmental and other reguiations. Afthough the Company believes that the expectations reflected in those forward-looking statements are based
upon reasonable assumptions, it can give no assurance that its expectations will be achieved. For this purpose, any statements contained herein that are not
statements of historical fact should be deemed to be forward-looking statements. Without limiting the foregoing, the words “believes,” “anticipates,” “plans,”
“expects,” "seeks,” “estimates,” and similar expressions are intended to identify forward-looking statements. Readers should exercise caution in interpreting
and relying on forward-looking statements since they involve known and unknown risks, uncertainties and other factors which are, in some cases, beyond the
Company’s control and could materially affect the Company's actual resufts, performance or achievements.

Factors that could cause actual results, performance or achievements to differ materially from those expressed or implied by forward-looking statements
include, but are nct limited to, the following:

+ The Company is subject to general risks affecting the real estate industry, including the need to enter into new leases or renew leases on favorable
terms to generate rental revenues: ‘

» The Company could be adversely affected by changes in the local markets where its properties are located, as well as by adverse changes in national
economic and market conditions:

The Company is subject to competition for tenants from other owners of retail properties and its tenants are subject to competition from other retaiers
and methods of distribution. The Company is dependent upon the successful operations and financial condition of its tenants, in particular certain of
its major tenants, and could be adversely affected by the bankruptcy of those tenants;

The Company may fail to identify, acquire, construct or develop additional properties that produce a desired yield on invested capital, or may fail to
effectively integrate acquisitions of properties or portfolios of properties;

The Company may incur development, construction and rencvation costs from a project that exceed original estimates;

The Company may abandon a development opportunity after expending resources if it determines that the development opportunity is not feasible
or if it is unable to obtain all necessary zoning and other required governmental permits and authorizations;

The Company may not complete projects on schedule as a result of various factors, many of which are beyond the Company's control, such as
weather, labor conditions and material shortages, resuiting in increased debt service expense and construction costs and decreases in revenue;

Debt and/or equity financing necessary for the Company to continue to grow and operate lts business may not be available or may not be available
on favorable terms; -

The Company is subject to complex regulations related to its status as a real estate investment trust (“REIT”) and would be adversely affected
it it failed to qualify as a REIT;

Partnership or joint venture investments may involve risks ot otherwise present for investments made solely by the Company, including the possibility
that the Company’s partner or co-venturer might become bankrupt, that the Company's partner or co-venturer might at any time have different interests
or goals than does the Company and that the Company's partner or co-venturer may take action contrary to the Company's instructions, requests,
policies or objectives, including the Company's policy with respect to maintaining its qualification as a REIT;

The Company must make distributions to shareholders to continue to qualify as a REIT, and if the Company borrows funds to make distributions
then those borrowings may not be available on favorable terms;

The Company may fail fo anticipate the effects on its properties of changes in consumer bﬁying practices, including sales over the internet,
and the resulting retailing practices and space needs of its tenants;
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» The Company is subject to potential environmental liabilities;

+ The Company could be adversely affected by changes in government regulations, including changes in environmental, zoning, tax and
other regulations and ¢

* Changes in interest rates could adversely affect the market price for the Company's common shares, as well as its performance and cash flow.

EXECUTIVE SUMMARY

The Company strives to be the leading owner, developer and manager of market dominant community shopping centers that provide the very best environments
for the nation's most successful retailers, which can offer customers the most convenient shopping experience at an affordable cost. The Company's investment
strategy is to own and operate market dominant community centers that draw shoppers from the immediate neighborhood as well as the surrounding trade area.
These properties typically have the following characteristics:

¢ 250,000 - 1,000,000 square foot, open-air shopping centers;

» Two or more strong national tenant anchors such as Wal-Mart, Kohl's, Target, Home Depot or Lowe's Home Improvement;
+ Two or more medium-sized national big-box tenants such as Best Buy, Bed Bath & Beyond, T.J. Maxx or Michaels;

¢ 20,000 - 80,000 square feet of smali shops and

¢ Two to four outparcels available for sale or ground lease.

We believe the Company is well positioned to benefit from long-term trends in the retail industry, as retail sales have steadily grown over 77% over the past 11 years,
with a compound annual growth rate of over 5%.
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In addition, there has been a continuing move in sales from traditional department stores, enclosed mail anchors and speciatty tenants and neighborhood
groceries to discount department stores, community shopping center discounters and supercenters. Discount retailers are capturing market share at the expense
of traditional department stores.
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As a result, traditional department stores continue to migrate to the Company's community shopping center format including: Sears (Minneapolis, Minnesota);
May Company, dba: Meier & Frank {Salt Lake City, Utah); JCPenney (Minneapolis, Minnesota); Dillard's (Kansas City, Missouri); Macy's (Pasadena, California);
May Company, dba: Jones Department Store (Leawood, Kansas).

In line retailers traditionally found in enclosed malls are also now seeking locations at the Company's open-air community centers such as: August Max,
The Bombay Company, C.J. Banks, Casual Corner, Chifdren’s Place, Christopher Banks, EB Gameworld, Gamestop, Justice, Kirkland's, Lane Bryant, Maurice’s,
Motherhood Maternity, Petite Sophisticate, Wilson’s Leather, Yankee Candle.

The trend from traditional grocers to retail supercenters has become more pronounced in recent years, as supported by the following information published
by Supermarket News:

+ Traditional rocers' market share of U.S. grocery sales dropped from 85% in 1992 to less than 40% in 2002;

» Supercenter and wholesale clubs represented approximately 30% of retail grocery store sales in 2002 and

* Wal-Mart's supercenter sales represented $95 billion, or nearly 40% of Wal-Mart's total 2002 sales, making it the largest grocery retailer in the country.

The following table sets forth, at December 31, 2003, information as to anchor and/or national retail tenants which individually accounted for at least
1.0% of total annualized base rent of the wholly-owned properties and the Company’s proportionate share of joint venture properties:

% of Shopping Center % of Company-owned
Base Rental Revenues Shopping Center GLA

Wal-Mart , 4.0% 6.7%
Lowe's Home Improvement 31% 4.0%
Kohl's Department Stores 3.0% 3.7%
T.J. MaxwMarshalls 2.2% 2.7%
PETSMART 2.0% 1.6%
Bed Bath & Beyond 2.0% 1.6%
OfficeMax C18% 1.7%
Best Buy 1.5% 1.1%
Michasls 1.5% 1.2%
Kroger 1.4% 1.9%
Linens 'N Things, Inc. 1.4% 1.0%
AMC Theatres 1.4% 0.5%
Gap/Old Navy 1.4% 0.9%
Ross Dress For- Less 1.3% 1.2%
Cinemark Theatres 1.2% 0.8%
Barnes & Noble/B. Dalton 1.2% 0.7%
Toys “R" Us 1.2% 1.6%
Goody's Family Clothing 1.0% 1.2%
Office Depot 1.0% 0.8%
Kmart 1.0% 2.8%
JCPenney 1.0% 1.9%

35.6% 39.6%

At December 31, 2003, the Company’s total market capitalization (market capitalization is defined as common shares and OP Units outstanding multiplied
by the closing price of the common shares on the New York Stock Exchange at December 31, 2003 of $33.57 plus preferred shares at liquidation value and
consolidated debt) was $5.6 billion as compared to 3.5 billion at December 31, 2002, At December 31, 2003, the number of retail operating and development
properties, and office and industrial properties, totaled 362 and 34, respectively, aggregating 82.7 million and 4.1 million square feet of GLA, respectively, in
44 states. The Company focuses on the ownership and management of high quality market dominant community shopping centers by:

* Recycling capital at positive spreads through opportunistic acquisition and the development of infill sites in major markets;

+ Engineering innovative joint venture structures with institutional capital partners adding equity and maximizing return on invested equity;
¢ Cultivating premier relationships with the nation's leading retailers;

* Proactively replacing under-performing tenants at significantly higher rents and '

¢ Maximizing revenue generation from existing centers through expansion, redevelopment and ancillary income.
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YEAR IN REVIEW - 2003

The Company faced a varisty of opportunities and challenges and amassed a significant list of accomplishments in 2003.

FFO applicable to common shareholders for the year ended December 31, 2003 was $214.3 million compared to the year ended December 31, 2002 of
$159.4 million, an increase of 34.4%. Net income for the year ended December 31, 2003 was $240.3 million, or $2.27 per share (diluted), compared to net income
of $102.0 million, or $1.07 per share (diluted) for the prior comparable period. An increase in net income of $80 million is due to the net gain on sale of real estate
assets by the Company and its joint ventures. The remainder of the increase in net income is primarily attributable to the merger with JON Reafty Corporation (“JDN") on
March 13, 2003, core operations, and a reduction in minority interest expense associated with preferred operating partnership units which were redeemed in 2003,

On the balance sheet side, management established a strategy to substantially improve its credit quality and address perceptions about our financial position held
by some in the investment community such as investors, rating agencies and the fixed income community. The Company achieved this by educating the market on our
achievements and improving all aspects of our credit, including leverage fevels, coverage ratios and exposure to variable rate debt. In April, the Company improved its
corporate credit outlook at Moody's and Standard and Poor's from negative to stable. As a result, the market responded by dramatically tightening the Company’s credit
spreads. fn July 2003, the Company issued $300 miliion of seven-year senior unsecured notes with a coupon rate of 4.625%. in January 2004, the Company issued $275
million of five-year notes with a coupon of 3.875%. Spreads on these bonds are as little as one-third of what they would have been just 12 months earlier. Although these
debt issuances were initially dilutive due to current low variable interest rates, these financings created the opportunity for the Company to take advantage of attractive
rates for fong term debt and to reduce its variable rate debt exposure to approximately 16% of total indebtedness upon the completion of the January 2004 offering.

These efforts to re-educate the fixed income community also enhanced the Company’s ability to capture the market's demand for preferred stock at historically fow
coupon rates, In March 2003, the Company issued $180 million of preferred stock with a coupon of 8.0% replacing $180 million of preferred operating partnership
units that had coupon rates of 8.875% and 9.0%. In July 2003, we issued $205 million of preferred stock with a coupon of 7.375% replacing $204 miflion of
preferred stock with a weighted-average coupon of approximately approximately 8.7%. Again, although the redemption of the existing preferred stock resulted in certain
non-cash charges that were dilutive to earnings per common share in 2003, the lower coupans help to preserve the Company's strong financial ratios for years to come.

The group of banks providing the Company's primary unsecured credit facility also recognized DDR’s improved credit quality. In December 2003, the Company
amended its credit facilities o reduce the interest rate by 20 basis points, and extend the maturity to 2006. In addition, the Company added an accordion feature
that can increase the size of the line from $650 million to $1 billion at the Company’s option.

The Comnpany further enhanced its financial Hexibility by taking advantage of strong market pricing available for the shopping center assets. The Company benefited
from the opportunity of a strong pricing environment for retail properties. The Company and its joint venture partners sold nearly $1.2 billion of assets during 2003 at
a weighted average cap rate of under 8%, generating gains in excess of $250 million. The Company’s share of proceeds from these transactions was over $500 miffion
and generated gains to DOR of approximately $100 million. This market demand enabled the Company to focus on value creation through capital recycling. The Company
was able to increase its dividend and still retain approximately $265 million of income from operating activities, which will be redeployed into devefopments and higher
yielding invastments during the years ahead.

As a result of this focus on the balance sheet, the Company is in a substantially stronger financial position than it was only a year ago. The Company's plan to recycle
capital through the sale of assets, pay-off debt, extend maturities and refinance variable rate debt has helped to create more flexibility and liquidity than the Company
has had in years without relying on the issuance of new equity for a quick-fix to the balance sheet.

Cancurrent with our focus on improved credit quality, the Company also completed several strategic transactions. In March 2003, the Company completed the merger
with JDN Realty Corporation (“JDN"). This merger added $1.1 billion of core assets to the portfolio and increased our asset base by more than one-third. The Company
utilized the capital markets to finance the merger in a highly efficient manner. The Company issued 18 million common shares to complete the merger, refinanced JON's
$300 million secured revolver with an unsecured bridge loan at a spread of over 100 basis points less than JDN's secured revolver and unencumbered nearly $500
million of real estate assets. .

Also during 2003, the Company established three new relationships with institutional capital partners, representing approximately $0.7 billion in new equity
for investment. These relationships include the formation of Macquarie DDR Trust (“MDT") in November 2003, the formation of Coventry Il Real Estate Fund
{*Coventry ") in June 2003 and a joint venture with Kuwait Financial Centre - Markaz (“DDR Markaz") in May 2003.

Sources on capital and financing remain a key to the Company's abitity to grow.

, e L i . Macquarie DDR Trust (Australian Listed Property Trust) $310
The Company has established a fist of institutional refationships that continue fo provide an Coventry Il (Various Institutional Investors) 130
important source of equity capital. The Company initiated the following relationships in 2003 Kuwait Financial Centre - Markaz 49
that have funded or anticipate to fund the amount of equity capital fisted at right (in millions); ~ Lehman Brothers Investments $_7_%
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The Company will utilize MOT to acquire fully stabifized core assets, which could potentially include assets from the Company's development pipefine. Coventry I
expects to initiate $1 billion in value added acquisitions over the next two years, such as properties in need of redevelopment or re-tenanting. These new joint
venture relationships support the Company’s invesiment strategy, which is highly focused and well defined.

In addition, the Company will use its own balance sheet fo pursue ground up development. These development projects generate the highest yield per dollar
invested with initial yields generally in excess of 11% per annum on an un-leveraged basis. With nearly $1 billion of assets in our development pipeling, the
Company is encouraged about this opportunity to enhance its long-term earnings growth,

CRITICAL ACCOUNTING POLICIES

The consolidated financial statements of the Company include accounts of the Company and all majority-owned subsidiaries where the Company has financial

or operating control. The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management
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, management has utilized available information including the Company’s past history, industry standards and the current
economic environment, among other factors, in forming its estimates and judgments of certain amounts included in the consolidated financia! statements, giving
due consideration to materiality. It is possible that the ultimate outcome as anticipated by management in formulating its estimates inherent in these financial
statements may not materialize. Application of the critical accounting policies described below involves the exercise of judgment and the use of assumptions as
to future uncertainties and, as a result, actual results could differ from these estimates. In addition, other companies may utilize different estimates, which

may impact the comparability of the Company's results of operations to those of companies in similar businesses.

Revenue Recognition and Accounts Receivable .
Rental revenue is recognized on a straight-line basis, which averages minimum rents over the current term of the leases. Certain of these leases provide for
percentage and overage rents based upon the level of sales achieved by the tenant. These percentage rents are recorded once the required sales level is achieved
and reparted to the Company. The leases also typically provide for tenant reimbursements of common area maintenance and other operating expenses and real
estate taxes. Accordingly, revenues associated with tenant reimbursements are recognized in the period in which the expenses are incurred based upon the tenant
lease provision. Management fees are recorded in the period earned. Ancillary and other property related income, which includes the leasing of vacant space to
temporary tenants, is recognized in the period earned. Lease termination fees are included in other income and recognized upon termination of a tenant’s lease.
The Company makes estimates of the collactibility of its accounts receivable refated to base rents including straight-line rentals, expense reimbursements and
other revenue or income. The Company specifically analyzes accounts receivable and analyzes historical bad debts, customer credit worthiness, current economic
trends and changes in customer payment terms when evaluating the adequacy of the allowance for doubtful accounts. in addition, with respect to tenants in
bankruptcy, the Company makes estimates of the expected recovery of pre-petition and post-petition claims in assessing the estimated collectibility of the related
receivable. In some cases, the ultimate resolution of these claims can exceed one year. These estimates have a direct impact on the Company's net income
because a higher bad debt reserve results in less net income.

Real Estate
Land, buildings and fixtures and tenant improvements are recorded at cost and stated at cost fess accumulated depreciation. Expenditures for maintenance
and repairs are charged to operations as incurred. Renovations and/or replacements, which improve or extend the life of the asset, are capitalized and depreciated
over their estimated useful lives.
Properties are depreciated using the straight line method over the estimated useful lives of the assets. The estimated useful lives are as follows:

Buildings Useful lives, generally 31.5 years

Furniture/Fixtures and Tenant Improvements Useful lives, which approximate
lease {erms, where applicable
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The Company is required to make subjective assessments as to the useful life of its properties for purposes of determining the amount of depreciation to
reflect on an annual basis with respect to those praperties. These assessments have a direct impact on the Company's net income. If the Company would lengthen
the expected useful life of a particular asset, it would be depreciated over more years, and result in less depreciation expense and higher annual net income.  +
Assessment by the Company of certain other lease related costs must be made when the Company has a reason to believe that the tenant may not be able
to perform under the terms of the lease as originally expected. This requires management to make estimates as to the recoverability of such assets. Gains
from sales of outlots and shopping centers are generally recagnized using the full accrual method in accordance with the provisions of Statement of Financial
Accounting Standards (“SFAS”) No. 66 - "Accounting for Real Estate Sales,” provided that various criteria relating to the terms of sale and any subsequent
involvement by the Company with the properties sold are met.

Long Lived Assets

On a periodic basis, management assesses whether there are any indicators that the value of the real estate properties may be impaired. A property's value

is impaired only if management's estimate of the aggregate future cash flows (undiscounted and without interest charges) to be generated by the property are
fess than the carrying value of the property. In management's estimate of cash flows, it considers factors such as expected future operating income, trends and
prospects, as well as the effects of demand, competition and other factors. In addition, the undiscounted cash fiows may consider a probability weighted cash flow
estimation approach when alternative courses of action to recover the carrying amount of a fong lived asset are under consideration or a range is estimated. The
determination of undiscounted cash flows requires significant estimates by management and considers the expected course of action at the balance sheet date.
Subsequent changes in estimated undiscounted cash flows arising from changes in anticipated actions could impact the determination of whether an impairment
exists and whether the effects could materially impact the Company's net income. 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.

When assets are identified by management as held for sale, the Company discontinues depreciating the assets and estimates the sales price, net of selling
costs of such assets. If, in management's opinion, the net sales price of the assets, which have been identified for sale, is less than the net book value of the
assets, a valuation allowance is established.

The Company is required to make subjective assessments as to whether there are impairments in the value of its real estate properties and other investments,
These assessments have a direct impact on the Company’s net income because taking an impairment results in an immediate negative adjustment to net income.
The Company afocates the purchase price to assets acquired and liabilities assumed based on their refative fair values at the date of acqui‘sition pursuant
to the provisions of SFAS No. 141, "Business Combinations”. in estimating the fair value of the tangible and intangible assets acquired, the Company considers

information obtained about each property as a result of its due diligence, marketing and leasing activities, and utilizes various valuation methods, such as
estimated cash flow projections utilizing appropriate discount and capitalization rates, estimates of replacement costs net of depreciation, and available market
information. Depanding upon the size of the acquisition, the Company may engage an outside appraiser to perform a valuation of the tangible and intangible assets
acquired. The Company is required to make subjective estimates in connection with these valuations and allocations.

Off Batance Sheet Arrangements _

The Company has a number of off balance sheet joint ventures and other unconsolidated arrangements with varying structures. Substantially all of these
arrangements are accounted for under the equity method as the Company has the ability to exercise significant influence over, but not control the operating
and financial decisions of the joint ventures. Accordingly, the Company’s share of the eamings of these joint ventures and companies is included in
consolidated net income.

To the extent that the Company contributes assets to a joint venture, the Company’s investment in the joint venture is recorded at the Company’s cost basis in
the assets which were contributed to the joint venture. To the extent that the Company's cost basis is different than the basis reflected at the joint venture level,
the basis difference is amortized over the life of the refated asset and included in the Company's share of equity in net income of joint ventures. In accordance
with the provisions of Statement of Position 78-9 “Accounting for investments in Real Estate Ventures,” the Company will recognize gains on the contribution
of real estate to joint ventures, relating solely to the outside partner's interest, to the extent the economic substance of the transaction is a sale.
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Discontinued Operations
The Company adopted the provisions of SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets” effective January 1, 2002. This standard
addresses financial accounting and reporting for the impairment or disposal of long-lived assets. It also retains the basic provisions for presenting discontinued
operations in the income statement but broadened the scope to include a component of an entity rather than a segment of a business. Pursuant to the definition
of a component of an entity in the SFAS, assuming no significant continuing involvement, the sale of a retail or industrial property is now considered a discontinued
operation. In addition, properties classified as held for sale are considered a discontinued operation. The Company generally considers assets to be held for sale
when the transaction has been approved by the appropriate level of management and there are no known significant contingencies relating to the sale such that
the property sale within one year is considered probable. Accordingly, the results of operations of operating properties disposed of or classified as held for sale
subsequent to January 1, 2002 for which the Company has no significant continuing involvement, are reflected as discontinued operations. Properties classified
in this manner for 2002 and 2003 were reclassified as such in the accompanying Consolidated Statements of Operations for each of the three years ended
December 31, 2003, Interest expense, which is specifically identifiable to the property, is used in the computation of interest expense attributable to discontinued
operations, Consolidated interest and debt at the corporate level is allocated to discontinued operations pursuant to the methods prescribed under EITF 87-24,
generally based on the proportion of net assets sold.

Included in discontinued operations as of December 31, 2003, are 21 properties aggregating 1.4 million square feet of gross leasable area. The operations
of such properties have been reflected on a comparative basis as discontinued operations in the consolidated financial statements for each of the three years
ended December 31, 2003 included herein.

Stock Based Employee Compensation '

The Company applies APB 25, “Accounting for Stock Issued to Employees” in accounting for its stock-based compensation plans. Accordingly, the Company does
not recognize compensation cost for stock options when the option exercise price equals or exceeds the market value on the date of the grant. Had compensation
cost for the Company's stock-based compensation plans been determined based on the fair values of the options granted at the grant dates, consistent with the
method set forth in the SFAS No. 123, “Accounting for Stock Based Compensation,” the Company's net income and earnings per share would have been as

follows (in thousands, except per share data): Year ended Decemher 31,

2002 200
Net income, as reported $101,970 $92,372
Add: Stock-based employee compensation included in reported net income 2,215 1,161

Deduct: Total stock-based employee compensation expense determined
under fair value based method for alt awards {2,515} (2,137

$101,670  $91,396

Earnings per share:

Basic - as reported $ 109 § 118
Basic - pro forma $ 1.08 $ 116
Diluted - as reported 5 107§ L7
Diluted - pro forma b 1.07 1.15

Certain of the Company's executive officers were granted performance unit awards that provide for the issuance of up to 666,667 common shares. The amount of the
total grant is determined based on the annualized total shareholders’ return over a five-year period with the common shares issued vesting over the remaining five-year
period. The Company prepares estimates on this accrual quarterly based on the current stock price, dividend yield and the remaining vesting periods. These estimates
have a direct impact on the Company’s net income because a higher accrual will result in an increase in general and administrative expenses and less net income,

Accrued Liabilities

The Company makes certain estimates for accrued liabilities including accrued professional fees, interest, real estate taxes, performance units (see discussion
above), insurance and litigation reserves. These estimates are subjective and based on historical payments, executed agreements, anticipated trends and
representations from service providers. These estimates are prepared based on information available at each balance sheet date and are reevaluated upon the
receipt of any additional information. Many of these estimates are for payments that occur in one year: These estimates have a direct impact on the Company's
net income because a higher accrual will result in less net income.
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COMPARISON OF 2003 TO 2002 RESULTS OF OPERATIONS CONTINUING OPERATIONS

Revenues from Operations

Total revenues increased $121.3 million, or 34.2%, to $476.1 million for the year ended December 31, 2003 as compared to $354.8 million in 2002. Base
and percentage rental revenues for 2003 increased $90.0 million, or 34.8%, to $348.4 million as compared to $258.4 million in 2002. New leasing, re-tenanting
and expansion of the Core Portfolio Properties (shopping center properties owned as of January 1, 2002 excluding those classified as discontinued operations)
contributed approximately $2.8 million, which is an increase of 1.7%, for the year ended December 31, 2003 as compared to the same period in 2002.

The increase in base and percentage rental revenues of $80.0 million is due to the following (in millions):

Increase (decrease)

Core Portfolio Properties $28
Merger with JDN 71.9
Acquisition of 11 shopping center properties 21.1
Development and redevelopment of six shopping center properties 18
Transfer of 12 properties to joint ventures (9.5)
Business center properties (1.2)
Straight fine rents 30

00

At December 31, 2003, the aggregate occupancy of the Company's shopping center portfolio was 94.3% as compared to 95.1% at December 31, 2002.
Excluding the impact of the properties acquired through the JON merger, the portfolio was 95.0% occupied'.'The average annualized base rent per occupied square
foot was $10.82, at Detember 31, 2003 as compared to $10.58 at December 31, 2002. Same store tenant sales performance over the trailing 12 month period
within the Company's portfolio for those tenants required to report such information is approximately $234 per square foot compared to $233 from the prior year.

At December 31, 2003, the aggregate occupancy of the Company’s wholly-owned shopping centers was 92.9%, & compared to 94.5% at December 31, 2002,
Excluding the impact of the properties acquired through the JDN merger, the portfolio was 95.0% occupied. The average annualized base rent per leased
square foot at December 31, 2003 was $9.53 as compared to $9.18 at December 31, 2002, During 2003, same store sales, for those tenants required to
report such information (approximately 15.9 million square feet), was $223 per square foot, compared to $224 per square foot in 2002. The Company believes
this decrease in sales is due to the softening of the current economy combined with additional store openings in the Company's shopping center markets.

At December 31, 2003, the aggregate occupancy of the Company’s joint venture shopping centers was 98.5% as compared to 86.7% at December 31, 2002.
The average annualized base rent per feased square foot was $13.74 at December 31, 2003, as compared to $13.69 at December 31, 2002. During 2003,
same store sales, for those tenants required to report such information {approximately 6.1 million square feet), was $261 per square foot, compared to $257
per square foot in 2002,

At December 31, 2003 the aggregate occupancy of the Company’s business centers was 78.1%, as compared to 83.5% at December 31, 2002. in 2003,
the Company sold three of these properties.

Recoveries from tenants for the year ended December 31, 2003 increased $25.4 million, or 36.6%, to $94.6 million as compared to $69.2 million in 2002.

This increase was primarily related to the JDN merger, which contributed $18.8 million, and the Company’s acquisition of thirteen properties, which contributed
$13.1 million for the year ended December 31, 2003. Recoveries were approximately 77.7% and 79.9% of operating expenses and real estate taxes for the years
ended December 31, 2003 and 2002, respectively. The slight decrease is primarily attributable to slightly lower occupancy levels combined with an increase in
non-recoverable costs, an increase in bad debt expense (see rental operating and maintenance expenses) and changes in the Company’s portfolio of properties.

Ancillary income for the year ended December 31, 2003 increased $0.5 million, or 22.2%, to $2.4 million as compared to $1.9 million in 2002. Other property
related income for the year ended December 31, 2003 decreased $0.7 million, or 42.0%, to $0.9 million as compared to $1,6 million in 2002. This decrease
was primarily due to a reduction in late fee income. Continued growth is anticipated in the area of ancillary, or non-traditional revenue, as both currently
established revenue opportunities proliferate throughout the Company's core and acquired portfolio, and additional revenue opportunities are pursued. Ancillary
revenue opportunities have included, but are not limited in the future to, short-term and seasonal leasing programs, outdoor advertising programs and wireless
tower development programs, among others.

;
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Management fee income for the year ended December 31, 2003 increased $0.5 miltion, or 5.0%, to $10.6 million as compared to $10.1 million in 2002,
The Company assumed management responsibilities in October 2002 relating to a joint venture, which acquired the designation rights to real estate assets owned
and controlled by Service Merchandise resulting in $0.4 million of additional management fee income. Additionally, the Company earned management income
from joint venture interests acquired and formed in 2003, which aggregated $1.6 milfion and the lease up of joint ventures completing development aggregating
$0.2 million. A decrease of $0.3 million was primarily associated with the termination of property management responsibilities for all of the real estate assets
of Burnham Pacific Properties (“Burnham”) in 2002. in addition, due to the sale and transfer of several of the Company's joint venture properties, management
fee income decreased approximately $1.4 million as compared to 2002.

Development fee income for the year ended December 31, 2003 decreased $0.8 million, or 35.1%, to $1.4 milfion as compared to $2.2 million in 2002,
This decrease is primarily attributable to development projects and redevelopments becoming operational during 2002. Currently, the Company is involved in
the redevelopment of real estate assets previously owned and controlled by Service Merchandise. The Company will continue to pursue additional development
joint ventures as opportunities prasent themselves. In 2003, the Company was developing more of its wholly-owned properties than properties held through
joint ventures in large part due to properties under development at the time of the merger with JDN.

Interest income for the year ended December 31, 2003, decreased $0.8 miltion, or 13.9%, to $5.1 million as compared to $5.9 million in 2002,

This decrease was primarily associated with the decrease in advances to certain joint ventures in which the Company has an equity ownership interest,

Other income for the year ended December 31, 2003 increased $7.3 million to $12.7 milfion as compared to $5.4 miftion in 2002, Changes in other

income are comprised of the following (in millions):

Year ended
Decembrer 31,

Lease termination fees

Settlement of call option™

Structuring and financing fees™

Sale of option rights® and other miscellaneous

(1} Settlement of a call option on March 31, 2003 relating to the MOPPRS debt assumed from JON, principally arising from
an increase in inferest rates from the date of acquisition, March 13, 2003, to the date of seftlement.

{2 Structuring and financing fees received in connection with the MOT joint venture.

131 Relates to the sale of certain aption rights (2003} and the sale of development rights to the Wilkhire project in Los Angeles,
Lalifornia {2002) offset by a charge for abandaned projects of $0.9 million and $1.0 million in 2003 and 2002, respectively.
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Expenses from Operations
Rental operating and maintenance expenses for the year ended December 31, 2003 increased $20.3 million, or 46.7%, to $63.8 million as compared to
$43.5 miltion in 2002, The Company’s provision for bad debt expense approximated 1.2% and 1.5% of total revenues, for the year ended December 31, 2003
and 2002, respectively (See Economic Conditions). The increase in rental operating and maintenance expenses of $20.3 million is due to the following
(in millions}:

Increase (decrease)

Care Portfolio Properties $ 47
Merger with JON 111
Acquisition and development/redevelopment of 15 shopping center properties 43
Transfer of 12 properties to joint ventures 0.7)
Provision for bad debt expense _09
23

Real estate taxes increased $14.8 milfion, or 34.4%, to $57.9 million for the year ended December 31, 2003 as compared to $43.1 million in 2002,
The increase in real estate taves of $14.8 million is due to the following (in millions):

Increase (decrease)
Core Portfolio Properties $ 04
Merger with JDN 108
Acquisition and development/redevelopment of 15 shopping center properties 5.5
Transfer of 12 properties to joint ventures {2.2)
Business center properties 03
148

General and administrative expenses increased $11.4 milfion, or 38.9%, to $40.8 million for the year ended December 31, 2003 as compared to $29.4 million
in 2002, Total generat and administrative expenses were approximately 5.3% and 4.8% of total revenues, including revenues of joint ventures, for the years ended
December 31, 2003 and 2002, respectively. »

The increase in general and administrative expenses is primarily attributable to the growth of the Company through recent acquisitions, expansions and
developments, including the JON merger, which included certain transaction costs such as temporary employess, travel, relocation costs, recruiting fees and other
transitional costs. The Company also incurred increases in director fees, other compensation and professional fees as a result of the passage of the Sarbanes-Oxley
Act of 2002. In addition to these increases general and administrative expenses includes approximately $4.0 million of non-cash executive management incentive
compensation primarily associated with performance unit grants which compares to $1.4 million during the same period of 2002. The performance unit awards
granted in 2000 and 2002 provide for the issuance of up fo 666,667 shares over a ten-year period, based on the average annual shareholder return over a five-year
period with the shares vesting over the remaining five years. Such increase is attributable to the increase in the Company’s stock price in 2003, Excluding this
additional non-cash incentive compensation, general and administrative expenses, as a percentage of total revenues, including joint venture revenues, was
approximately 5.0% for the year ended December 31, 2003.

The Company continues to expense internal leasing salaries, legal salaries and related expenses associated with the leasing and re-leasing of existing space.

In addition, the Company capitalized certain construction administration costs of $5.1 miltion and $4.3 million in 2003 and 2002, respsctively.

Interest expense increased $13.5 mitlion, or 17.6%, to $89.7 miflion for the year ended December 31, 2003 as compared to $76.2 million in 2002.

The overall increase in interest expense for the year ended December 31, 2003, as compared to the same period in 2002, is due to an increase in the weighted
average debt outstanding due to the merger with JON combined with other acquisitions and developments, offset by lower interest rates. The weighted average
debt outstanding during the year ended December 31, 2003 and related weighted average interest rate was $2.0 billion and 5.6%, respectively, compared to
$1.4 biltion and 6.1%, respectively, for the same period in 2002. interest costs capitalized, in conjunction with development and expansion projects and
development joint venture interests, were $11.5 million for the year ended December 31, 2003, as compared to $9.2 million for the same period in 2002.

An impairment charge of $0.6 million was recorded in the year ended December 31, 2003, This charge relfates to the projected loss on the potential sale
of a shopping center, aggregating 60,000 square feet of GLA, in 2003, This asset is not considered held for sale in accordance with SFAS 144 as not ali sale
considerations had been met at December 31, 2003. This property was subsequently sold in February 2004.
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An other expense of $9.2 million was recorded in the vear ended December 31, 2003. This charge relates to litigation filed against the Company
by Regal Cinemas consisting of an $8.0 million judgment plus interest and legal costs (See Legal Matters).

Depreciation and amortization expense increased $17.6 miltion, or 22.9%, to $94.4 million for the year ended December 31, 2003 as compared
to $76.8 million in 2002. The increase in depreciation expense of $17.6 million is due to the following (in millions):

increase (decrease)
Care Portfolio Properties $ (4.6)
Merger with JDN 182
Acquisition and development/redevelopment of 15 shopping center properties 5.3
Transfer of 12 properties to joint ventures 2.1)
Business center properties 08
$i7_.6_

Other

Equity in net incame of joint ventures increased $12.2 million, or 37.2%, to $45.0 million in 2003 as compared to $32.8 million in 2002. An increase of
$6.2 million relates to the six joint ventures formed in 2003, a $3.4 million increase relates to the gain on extinguishment of debt at one joint venture and

a $2.2 million increase, nat, relates to the Company's other joint ventures, During 2002 and 2003, the Company completed a significant amount of capital
transactions related to its joint venture interests, In the two-year period ended December 31, 2003 these joint ventures sold 13 properties to third parties,
six properties {or interests therein) to the Company and 67 sites formerly occupied by Service Merchandise to third parties. These gains resuited in an aggregate
increase in equity in net income of approximately $0.4 miltion for the year ended December 31, 2003 as compared to 2002. Gains in 2003 include approximately
$7.5 million of promoted income received from the Company's joint venture partners from the transfer of six of these properties.

Gain on sale of joint venture interests aggregated $8.0 million for the year ended December 31, 2003, This gain relates to the sale of joint venture interests
to the Macquarie DDR Trust joint venture in the fourth quarter of 2003. The Company retained a 14.5% effective ownership interest in these assets and accordingly
deferred a portion of the gain of which DDR's share of deferred gain aggregated $19.5 million.

Minority equity interest expense decreased $16.2 milion, or 75.1%, to $5.4 million for the year ended December 31, 2003 as compared to $21.6 million in 2002,
This decrease relates primarily to the redemption of $180 million of preferred operating partnership units (“Preferred OP Units") from the proceeds of the issuance of
the Preferred Class G shares in March 2003 and the conversion of $35.0 million of Preferred OP Units into 1.6 milfion common shares in December 2002.

Loss from discontinued operations decreased $1.3 million, or 50.4% to a loss of $1.4 million for the year ended December 31, 2003, as compared to a loss of
$2.7 million in 2002. Discontinued operations includes the operations of 16 shopping center properties and five business canter properties aggregating approximately
1.4 million square feet of GLA, 13 of which were sold in 2003 and eight of which were sold in 2002.

Gain on the sale of discontinued operations decreased $3.8 million, or 89.2%, to $0.5 million for the year ended December 31, 2003 as compared to a gain
of $4.3 million in 2002. This gain is primartly due to the sale of 13 properties in 2003.

Gain on dispasition of real estate and real estate investments aggregated $73.9 million for the year ended December 31, 2003, which primarily relates to the
transfer of seven assets to a 20% owned joint venture and four assets to an effectively 14.5% owned joint venture, which aggregated $67.1 million and land sales
which aggregated $6.8 million.

Gain on disposition of real estate and real estate investments aggregated $3.4 mitlion for the year ended December 31, 2002, which primarily related to the
sale of a 90% interest in a recently developed shopping center property focated in Kildeer, Nlinois which resulted in a gain of $2.5 million and land sales which
resulted in an aggregate gain of $0.9 million.



Net Income

Net income increased $138.3 milfion to $240.3 million for the year ended December 31, 2003 as compared to $102.0 million in 2002. The increase in

net income of $138.3 miltion is primarily due to the merger with JDN, gain on sale of assets and various financing transactions. A summary of the changes
from 2002 is as follows (in millions):

Increase in net operating revenues (total ravenues in excess of operating
and maintenance expenses, real estate taxes, general and administrative

expense, loss on investment and other expense) $ 65.0
Increase in equity in net income of joint ventures 12.2
Increase in gain on sale of joint venture interests 8.0
Increase in interest expense (13.5)
Increase in gain on sale of real estate and real estate investments 70.5
Increase in foss from discontinued operation {2.5)
Increase in depreciation (17.6)
Decrease in minarity interest expense 162

41383

COMPARISON OF 2002 TO 2001 RESULTS OF OPERATIONS CONTINUING OPERATIONS

Revenues from Operations

Total revenues increased $39.8 million, or 12.7%, to $354.8 million for the year ended December 31, 2002 as compared to $315.0 million in 2001.

Base and percentage rental revenues for 2002 increased $32.4 million, or 14.3%, to $258.4 million as compared to $226.0 million in 2001. New leasing,
re-tenanting and expansion of the Core Portfolio Properties contributed approximately $2.1 million, which is an increase of 1.3% over 20C1 revenues from
Core Portfolio Properties, The increase in base and percentage rental revenues of $32.4 million is due to the following (in millions):

Increase (decrease)
Core Portfolio Properties $ 2.1
Acquisition of 11 shopping center properties 20.8
Development of four shopping center properties 18
Merger of American Industrial Properties (“AIP")

{See Strategic Real Estate Transactions - 2001 Activity} 12.3
Sale/transfer of seven properties to joint ventures 2.7
Straight line rents (19

@24

At December 31, 2002, the aggregate occupancy of the Company's shopping center portfolio was 95.1% as compared to 94.8% at December 31, 2001.
The average annualized base rent per occupied square foot was $10.58, as compared to $10.03 at December 31, 2001. Same store tenant sales performance
over the trailing 12 month period within the Company's portfolio were approximately $240 per square foot for those tenants required to report compared to
$241 from the prior year,

At December 31, 2002 and 2001, the aggregate occupancy of the Company's wholly-owned shopping centers was 94.5% for each year. The average annualized
base rent per leased square foot at December 31, 2002 was $9.18 as compared to $8.48 at December 31, 2001, During 2002, same store sales, for those
tenants required to report sales (approximately 12.8 million square feet), decreased 1.1% to $226 per square foot, compared to $229 per square foot in 2001.

The stight decrease in same store sales per square foot is believed to reflect the softening of the economy combined with additionaf store openings in the
Company's shopping center markets.



At December 31, 2002, the aggregate occupancy of the Company's joint venture shopping centers was 96.7% as compared to 95.4% at December 31, 2001.
The average annualized base rent per leased square foot was $13.69 at December 31, 2002, as compared to $12.75 at December 31, 2001, During 2002, same
store sales, for those tenants required to report such information (approximately 5.5 million square feet), increased 0.8% to $273 per square foot, compared to
$270 per square foot in 2001,

At December 31, 2002, the aggregate occupancy of the Company's business centers was 83.5%, as compared to 85.4% at December 31, 2001.

Recoveries from tenants for the year ended December 31, 2002 increased $9.8 million, or 16.5%, to $69.2 million as compared to $59.4 million in 2001.

This increase was primarily related to the Company's merger with AP which contributed $3.2 million and an increase in recoveries of $6.9 million primarily
associated with the 2002 and 2001 shopping center acquisitions and developments. Recoveries were approximately 79.9% and 84.7% of operating expenses
and real estate taxes for the years ended December 31, 2002 and 2001, respectively. The decrease is primarily attributable to the consolidation of the industrial
office properties of AIP, which historically have a lower recovery percentage and slightly lower occupancy levels and an increase in bad debt expenses

(See Expenses from Operations).

Ancillary income for the year ended December 31, 2002 increased $0.1 million, or 7.8%, to $1.9 million as compared to $1.8 million in 2001. Other property
refated income for the year ended December 31, 2002 increased $0.4 million, or 36.8%, to $1.6 million as compared to $1.2 miltion in 2001. These increases
were primarily due to the Company pursuing additional ancillary income opportunities.

Management fee income for the year ended December 31, 2002 decreased $1.2 million, or 10.1%, to $10.1 million as compared to $11.3 million in 2001,
The decrease was primarily associated with the termination of property management responsibilities for all of the real estate assets of Burnham in 2002. For the
year ended December 31, 2002, the Company recorded management fee income from Burnham of $0.3 million, compared to $1.8 million in 2001. As of June
30, 2002, the remaining four Burham assets were transferred into a liquidating trust and, as a result, the Company no longer provides property management
services. The Company assumed property management responsibilities in October 2002 refating to a joint venture, which acquired the designation rights to real
estate assets owned and controlled by Service Merchandise. Leasing and management fees for this joint venture aggregated approximately $0.5 million in 2002.

Development fee income for the year ended December 31, 2002 decreased $0.6 million, or 21.2%, to $2.2 million as compared to $2.8 million in 2001.
This decrease is primarily atiributable to joint venture development projects becoming operational. The Company was involved with joint venture deveiopment
projects in Long Beach, California and Coon Rapids, Minnesota. The Company was also involved in the redevelopment of real estate assets owned and controfled
by Service Merchandise.

Interest income for the year ended December 31, 2002, decreased $0.5 million, or 8.1%, to $5.9 million as compared to $6.4 million in 2001,

This decrease was primarily associated with the repayment of advances by certain joint ventures, which resulted in a comesponding reduction in interest income.

Other income for the year ended December 31, 2002 decreased $0.6 million, or 10.5%, to $5.4 million as compared to $6.0 million in 2001, Changes in
other income are comprised of the foliowing (in millions):

Year ended
December 31,

Lease termination fees
Structuring and financing fees
Sale of option rights" and other miscellaneous

11) Relates to the sale of development rights to the Wilshire project in Los Angeles, California offset by a charge for abandaned prajects
of $1.0 mifion and $0.6 milfion in 2002 and 2001, respectively. .

36



Expenses from Operations

Rental operating and maintenance expenses for the year ended December 31, 2002 increased $9.4 mitlion, or 27.7%, to $43.5 million as compared to
$34.1 million in 2001. The Company's provisions for bad debt expense approximated 1.5% and 1.1% of total revenues in 2002 and 2001, respectively.
The increase in rentat and operating and maintenance expenses of $9.4 million is due to the foflowing (in millions):

Increass {decrease)

Acquisition and development of 15 shopping center properties $4.6
Merger of AIP 34
Saleftransfer of seven properties to joint ventures (0.3)
Provisions for bad debt expense 7

$9.4

Real estate taxes increased $7.0 miltion, or 19.5%, to $43.1 mitlion for the year ended December 31, 2002 as compared to $36.1 million in 2001.
The increase in real estate tax expense of $7.0 mitlion is due to the following (in millions):
Increase (decrease)

Core Portfolio Properties $0.9
Acquisition and development of 15 shopping center properties 48
Merger of AIP 1.7
Saleftransfer of seven properties to joint ventures 0.4

310

General and administrative expenses increased $5.0 million, or 20.6%, to $29.4 mitlion for the year ended December 31, 2002 as compared to $24.4 million
in 2001. Total general and administrative expenses were approximately 4.8% and 4.3% of total revenues, including revenues from joint ventures, for the years
ended December 31, 2002 and 2001, réspectively. General and administrative costs for 2002 inctude incentive income payable to the Company’s Chairman and
CEO of approximately $2.0 million pursuant to his incentive agreement relating to the Retail Value Investment Program's performance in 2002 {none in 2001).

The increase in general and administrative expenses is attributable to the growth of the Company primarily related to shopping center acquisitions, expansions
and developments, the merger of AIP and the expansion of a West Coast office in conjunction with the Company's increased ownership of assets on the West
Coast. The Company continues to expense internal leasing salaries, fegal salaries and related expenses associated with the leasing and re-leasing of existing
space. In addition, the Company capitalized certain construction administration costs of $4.3 million and $3.3 million in 2002 and 2001, respectively.

nterest expense, decreased $4.2 million, or 5.1%, to $76.2 million for the year ended December 31, 2002 as compared to $80.4 million in 2001. The overall
decrease in interest expense for the year ended December 31, 2002 as compared to the same period in 2001 is due fo lower interest rates. The weighted average
debt outstanding and related weighted average interest rate during 2002 was approximately $1.4 billion and 6.1%, respectively, as compared to approximately
$1.3 biltion and 7.1 %, respectively, during 2001, Interest costs capitalized, in connection with development and expansion projects and development joint
venture interests, were $9.2 million for the year ended December 31, 2002 as compared to $12.9 million in 2001. The decrease in capitalized interest is
attributable to a decrease in interest rates, as discussed above, and a reduction in costs of projects under development.

An impairment charge of $2.9 million was recorded in 2001. Ouring 2001, one of the Company’s retail tenants announced it was liquidating its inventory and
closing its remaining stores. During 2001, the tenant completed its sale of inventory and auction of its real estate. The Company believes, based on (i) a lack of
significant proceeds received by the tenant on its auction of real estate and the other assets, and (ii) a lack of positive information disseminated from. the tenant
which suggested a reduced probability of recovery of certain recorded amounts, that a provision of $2.9 miltion was appropriate. This charge was reflected as an
impairment charge within the consolidated statements of operations. '

Depreciation and amortization expense increased $13.9 million, or 22.0%, to $76.8 milfion for the year ended December 31, 2002 as compared to $62.9 million
in 2001, The increase in depreciation at the Core Portfolio Properties is primarily related to expansion and redevelopments, including related changes in estimated
useful lives associated with the certain assets under redevelopment. The increase in depreciation expense of $13.9 million is due to the following (in millions):

Increase (decrease)
Core Portfolio Properties $ 54
Acquisition and development of 15 shopping center properties 5.0
Merger of AIP 3.6
Personal property depreciation 0.6
Saleftranster of seven properties to joint venturas 0.7
$13.9
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Other

Equity in net income of joint ventures increased $15.8 million, or 92.6%, to $32.8 million in 2002 as compared to $17.0 million in 2001. An increase of
approximately $4.1 million is primarily related to the Company's proportionate share of the gain on sale of two shopping center properties from the Community
Centers Joint Ventures. An increase of approximately $5.3 million, net of tax, is primarily related to the Company’s proportionate share of the gain on sale of the
shopping center properties located in Hagerstown, Maryland; Eatontown, New Jersey; Salem, New Hampshire and Round Rock, Texas realized from the Company's
interest in DD Development Company. Additionally, an increase of $4.4 million, pre-tax, relates to the newly formed joint venture, which disposed of certain
Service Merchandise assets. The remaining net increase of $2.0 million primarily relates to the newly developed shopping centers, which began operations at

the end of 2001, fease termination income at one joint venture and outlot sales.

Equity in net income of minority equity investment was $1.5 million for the year ended December 31, 2001 and related to the Company's equity investment
in AIP. On May 14, 2001, AIP sold 31 assets and a wholly-owned subsidiary of DDR was merged into AIP such that DDR owns the remaining assets. Accordingly,
the operating results associated with these assets were consolidated within the consolidated statements of operations since May 14, 2001,

Minority equity interest expense increased $0.1 million, or 0.3%, to $21.6 million for the year ended December 31, 2002 as compared to $21.5 million
in 2001. This increase relates primarily to the minority interest associated with an office property resulting from the merger of AIP. This increase is offset by a
decrease of approximately $0.7 million due to the conversion of $35.0 million, 8,5% Preferred OP Units into approximately 1.6 million common shares of the
Company during the fourth quarter of 2002.

Income from discontinued operations decreased $5.5 million, to a loss of $2.7 million for the year ended December 31, 2002, as compared to income of
$2.8 million in 2001, Discontinued operations includes the operations of ten shopping center properties and four business center properties aggregating 1.0 million
square feet of GLA, six of which were sold in 2003 and eight of which were sold in 2002, During 2001, one of the shopping center properties sold in 2002
recognized a $1.3 million lease termination fee, which primarily accounts for the decrease in income from discontinued operations. This income is offset by
an impairment charge of $4.7 million recognized in the second quarter of 2002 in refation to a shopping center located in Orlando, Florida. During the second
quarter, the Company received an unsolicited offer and entered into an agreement to sell this shopping center for approximately $7.3 million, and sold the
property in the fourth quarter of 2002. .

Gain from the sale of discontinued operations was $4.3 million, net, for the year ended December 31, 2002, relating to the sale of the remaining seven
shopping centers and one business center. :

Gain on disposition of real estate and real estate investments aggregated $3.4 million for the year ended December 31, 2002, which primarily relates to the
safe of the 90% interest in a developed shopping center property located in Kildeer, (llinais which resulted in a gain of $2.5 milfion and land sales which resuited
in an aggregate gain of $0.9 miflion,

Gain on disposition of real estate and real estate investments aggregated $18.3 million for the year ended December 31, 2001, which relates to the sale of five
shopping center properties located in Ahoskie, North Carolina; New Albany (Gahanna), Ohio; Highland Heights, Ohio; Toledo, Chio and Rapid City, South Dakota,
one office property located in San Diego, California and the safe of land.

Net Income

Net income increased $9.6 million to $102.0 million for the year ended December 31, 2002 as compared to $92.4 million in 2001. The increase in net income
of $9.6 million primarily results from new leasing, re-tenanting and expansion of the Core Portfolio Properties, the 15 shopping centers acquired and developed in
2002 and 2001 and the merger of the AIP properties. Additionally, the increase in equity in net income from joint ventures was primarily due to the Company's
share of the gain on sale of the real estate. A summary of the changes from 2002 is as follows (in millions):

Increase in net aperating revenues (total revenues in excess of operating and

maintenance expenses, real estate taxes and general and administrative expense) $21.2
fncrease in equity in net income of joint ventures 15.8
Decrease in interest expense 42
Decrease in gain on sale of real estate and real estate investments (14.9)
Decrease in gain from discontinued operations 1.2)
Increase in depreciation (13.9)
Increase in minority interest expense {0.1)
Decrease in minority equity investment 9
$ 9.6




FUNDS FROM OPERATIONS

Management believes that Funds From Operations (“FFO) provides an additional indicator of the financial performance of a REIT. The Company also believes
that FFO appropriately measures the core operations of the Company and provides a benchmark to its peer group. FFO does not represent cash generated from
operating activities in accordance with generally accepted accounting principles (“GAAP") and is not necessarily indicative of cash available to fund cash needs
and should not be considered as an alternative to net income as an indicator of the Company’s operating performance or as an alternative to cash flow as a
measure of liquidity. FFO is defined generally and calculated by the Company as net income, adjusted to exclude: (i) preferred dividends, (ii) gains (or losses)
from sales of depreciable real estate property, except for those soid through the Company's merchant building program, which are presented net of taxes, (i) sales
of securities, (iv) extraordinary items and {v) certain non-cash items. These non-cash items principally include real property depreciation, equity income from its
joint ventures and equity income from minority equity investments, impairment losses on real properties and adding the Company's proportionate share of FFO
from its unconsolidated joint ventures and minority equity investments, determined on a consistent basis. Other real estate companies may calculate FFO in a
different manner.

In 2003, FFO applicable to common shareholders was $214.3 million as compared to $159.4 mitlion in 2002 and $135.5 million in 2001. The increase

in total FFQ in 2003 is principally attributable to increases in revenues from the Core Portfolio Properties, the merger with JDN, acquisitions and developments,

the sale of residual land and lower interest rates. in addition to these items, the Company received a promoted mterest in the sale of joint venture properties.

The Company’s calculation of FFQ is as follows (in thousands): :
Year ended December 31,

2002 2001

Net income applicable to common shargholders™® $ 69,368 $ 65,110
Depreciation-and amortization of real estate investments 76,462 63,200
Equity in net income of joint ventures (32,769) (17,010)
Gain on sale of joint venture interests -
Equity in net income of minority equity investment - (1,550)
Joint ventures' FFO® 44,473 31,546
Minority equity investment FFO™ - 6,448
Minority interest expense (OP Units) 1,450 1,531
(Gain) loss on disposition of depreciable real estate and real estate investments™ 454 {16,688)
Impairment charge® - 2,895
FFO applicable to common shareholders 159,438 135,482
Preferred dividends® 32,602 27,262

Total FFO $192,040 $162,744
(1Hnchudes straight-fine renta! revenues, which approiimated $6.3 million in 2003, $3.3 million in 2002 and $4.6 million in 2001 {including discontinued operations), Year ended December 31,

2 Jaint ventures' FFO is summarized as follows (in thausands)s

2002 2001
Net income? $105,560 $51,289
Depreciation and amortization of real estate investments 38,168 35676
(Gain) loss on disposition of real estate and real estate investments®™ (29413) 97
114315 £87,.062
DDR Ownership inferests® 44473 $3) 546

) tncludes straight-fine rental revenue of apprasimately $4.8 million in 2003, $3.2 million in 2002, and $4.6 million in 2001, The Company's proportionate share of siraight-ine rental revenues was $1.2 milion, $1.1 million and $1.5 milion
in 2003, 2002 and 2001, respectively. These amounts include discontinued operations.

) Included in equity in net income of joint ventures i approximately $7.5 miltion of promoted income received from the Company’s joint ventire partners during the fourlh quarter of 2003 which is included in the Company's FFO. Also inchuded in
the joint venture net income and FFO, in the fourth quarter of 2003, is a gain assaciated with the early extinguishment of debl of approximately $4.2 milfion of which the Company’s praportionate share approrimated $3.4 million. The gain on
sale of recently develaped shopping centers, owned by the Company’s taxable REIT affiliates, & included in FFO, as the Comgany considers these properties 2s part of the merchant building program, These propesties wese either developed
through the Retail Value Investment Program with Frudential Real Estate Investors, or were assets sold in conjunction with the formation of the jaint venture which holds the designation rights for the Service Merchandise properties. These gains
aggregzted $4.3 mition, $22.5 mition and $0.3 million for the years ended December 31, 2003, 2002 and 2001, respectively, of which the Company's proportionate share aggregated $0.9 million, $11.3 milkion and $0.3 million, respectively.

& The Company's share of jaint venture net income has been reduced by $1.6 million, $2.0 million and $1.2 million for the tweive manth periods ended Dacember 31, 2003, 2002, and 2001, respectively, related to basis differentials.

GFFO for the year ended December 31, 2001 inchudes an add back of approximatety $3.2 million relating to the Company's proportionate share of loss on sale, including certain transaction related casts and severance charges which were incumred
by AIP as a result of the Lend Lease sale and consummation of the merger with a whally awned subsidiary of the Company.

14)The amount reflected as gain on disposition of real estate and real estate investments from continuing aperations in the consolidated statement of perations includes residual land sales, which management considers 2 sale of non-depreciated rea)
property and the sale of 8 newly developed shopping center (2002), for which the Company maintained continuing involvement. These sales are included in the Company's FFQ and therefore are not reflected as an adjustment to FFO.

51 During the second quarter of 2001, ane of the Company's retail tenants announced it was liquidating its inventory and closing its remaining stores, In assessing recoverability of its recorded assets associated with this tenant, the Company had initiatly
estimated, based upon its prior exparience with similar figuidations, that proceeds relating to the Company's claims in liguidation would be sufficient to recover the aggregate recorded assets for this tenant, In the third quarter of 2001, the tenant completed
its sale of inventory and auction of its real estate, The Company believed that based on (1} a lack of significant proceeds received by the tenant on its auction of real estate and the ather assets, and (ii) a lack of positive information disseminated from the
tenant which suggested a reduced probability of recovery of certain recorded amounts,  provision of $2.9 million was appropriate. This change was reflected as an impairment charge within the consolidated statement of operations.

6)The Company complied with the Securities and Exchange Commission {“SEC™) July 31, 2003's Staff Poticy statement that clarifies EITF Topic No. D-42, *The Effect on the Calculation of Earnings per Share for the Redemption or Induced Conversion
of Prefemed Stack,” and sestated net income applicable to comman shareholders for fiscal year 2002 and recorded the non-cash charges associated with the write-off of original issuance costs related to the Company's redemption of preferred shares.

As a result of this change in accounting principle, the Company has recorded a charge of $10.7 million and $5.5 million for the years ended December 31, 2003 and 2002, respectively, to net income applicable to common shareholders and FFO.
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LIQUIDITY AND CAPITAL RESOURCES

The Company anticipates that cash flow from operating activities will continue to provide adequate capital for all interest and principal payments on outstanding
indebtedness, recurring tenant improvements, as well as dividend payments in accordance with REIT requirements and that cash on hand, borrowings under its
existing revolving credit facilities, as well as other debt and equity alternatives, including the issuance of common and preferred shares, OP Units, joint venture
capital and asset sales, will provide the necessary capital to achieve continued growth. The increase in cash flow from operating activities in 2003 as compared
to 2002 was primarily attributable to shopping center acquisitions and developments completed in 2003 and 2002, including the merger with JON, new leasing,

expansion and re-tenanting of the Core Portfolio Properties, decreased interest rates offset by changes in other assets and liabilities. Changes in cash flow from
investing activities are described in Strategic Real Estate Transactions. Changes in cash flow from financing activities are described in Financing Activities.

The Company's cash flow activities are summarized as follows (in thousands):

Year ended December 31,

§ 200 2001
1 $210739  $174,326
d (279997 (37,982)
66,560  (121518)

Cash flow from operating activities
Cash flow used for investing activities
Cash flow (used for) from financing activities

The Company satisfied its REIT requirement of distributing at least 90% of ordinary taxable income with declared common and preferred share dividends of
$186.1 million in 2003 as compared to $126.2 million and $110.5 million in 2002 and 2001, respactively. Accordingly, federal income taxes were not incurred
at the corporate level, The Company's common share dividend payout ratio for the year approximated 65.3% of its 2003 FFO as compared to 60.9% and 62.5%
in 2002 and 2001, respectively. The increase in the dividend payout ratio is primarily due to the timing of the JON merger occurring late in the first quarter of
2003. As a result, the former JON shareholders were entitled to a fuli quarter dividend; however, the results of operations from the JON portfolio were only reflected
in the Company's operating results from the merger date-of March 13, 2003. '

In November 2003, the Company's Board of Directors approved an increase in the 2003 fourth quarter dividend to $0.46 from $0.41 per common share. One of
the reasons for this increase is part of the Company's tax planning strategy and the significant gains associated with the sale of the assets to the Macquarie DDR
Trust (See Strategic Real Estate Transactions). The Board also announced this same increase in the 2004 quarterly dividend. It is anticipated that the increased
dividend level will continue to result in a conservative payout ratio of fess than 65% of FFO. A low payout ratio enables the Company to retain more capital, which
will be utilized towards attractive investment opportunities in the development, acquisition and expansion of portfolio properties or for debt repayment. The Company
believes that it has one of the lowest payout ratios in the industry.



ACQUISITIONS, DEVELOPMENTS AND EXPANSIONS

During the three-year period ended December 31, 2003, the Company and its joint ventures expended $2.4 biflion, net, to acquire, develop,
expand, improve and re-tenant its properties as fotlows (in miltions):
Year ended December 31,

2002

Company:
Acquisitions
Completed expansions

$298.6% $289.3®
8.0 137

Developments and construction in progress 66.4 72.9
Tenant improvements and building renovations” 7.3 6.1
Furniture and fixtures and equipment 2.3 2.5

3826
(72.2)7

Less real estate sales and property contributed to joint ventures

Company total
Joint Ventures:
Acquisitions/Contributions 53.0 21311
Completed expansions 9.0 2.3

Developments and construction in progress 48.6 103.7
Tenant improvements and building renovations™ 1.6 49
Other real estate investments 241.6®

Minority equity investment in AIP - {1350)®
353.8

Less real estate sales (441.2)

Joint ventures total
503.9
Less proportionate joint venture share owned by others {233.2)

Total DDR net additions

11} tn 2004, the Company anlicipates recurring capital expenditures, including tenant imp of approximalely $7.0 million associated with its wholly owned and consoidated
portfolio and $0.7 million associated with its joint venture portfolio.

12 tncludes the merger of JON of approximately $1.1 billion of assets and the transfer from joint ventures of the Leawood, Kansas and Suwanee, Georgia shapping centers, and the
consolidation of the assets owned by 0D Development Company.

(3 includes the sale of 11 shopping centers, three business centers, and the transfer of seven assets to the joint venture with DDR Markaz LLE; these assets are shopping centers
located in Richmond, Cafiforniz; Winchester, Virginia; Tampa, Florida; Toledo, hio; Highland, Indiana; Oviedo, Flarida and Grove City, Ghio and the sale of several outparcels.

The batance also encludss the transfer of four assets to the Macquarie DDR Trust joint venture; these assets are shapping centers located in Canton; Ohio; North Olrmsted, Ohio;
Independence, Missouri and SL. Paul, Minnesata.

14 The balance includes the formation of Macquarie DOR Trust, DR Markaz LLC and the acquisition of, or interests in, three shopping centers located in Phoenix, Arizona;
Pasadena, California; and Kansas City, Missouri plus vacant land acquired in the JON merger and equity invesments previousty held by DD Development Company for shapping
centers in Lang Beach,-Califomia; Shawnee, Kansas; Overtand Pointz, Kansas; Olathe, Kansas and ¥ansas City, Missouri,

5t Includes six shopping centers, 22 Service Merchandise sites, the sale of an outparcel, and the ransfer of the Leawood, Kansas and Suwanee, Georgia shopping centers to the
Company. uring the fourth quarter the shapping centers located in Coon Rapids, Minnesota, Naples, Florida; Allanta, Georgia: Marietta, Geargia; Schaumburg, Hllinols; Framingham,
Massachusetts and Fairfa, Virginia, were sold to the Macquarie DDR Trust joint venture, and assets owned by 0D Development Company were consolidated into the Company.

 tntludes transter from oint ventures of the Independence, Missouri shopping center, Phase iV of the Salisbury, Maryland shapping center, Canton, Ohio shopping center,
Plainvilte, Connecticut shopping center, and San Antonio, Texas shopping center to the Company.

0 Includes a transfer to joint ventures of the newly developed shopping canter in Kildeer, Iltinois, and the sale of five shopping centers and three outlots,

18) Amount represants the assels acquired from Service Merchandise pursuant to the designation rights.

5+ The balance reflects the cansalidation af the assets formerty owned by AIP which was merged during second quarter 2001,

2003 ACTIVITY

Strategic Real Estate Transactions

Merger with JDN Reaity Corporation

During the first quarter of 2003, the Company and JDN's shareholders approved a definitive merger agreement pursuant to which JON shareholders received
0.518 common shares of DDR in exchange for each share of JDN common stock on March 13, 2003, DDR issued approximately 18 million shares of common
stock in conjunction with this merger. The transaction valued JON at approximately $1.1 billion, which included approximately $606.2 million of assumed debt
at fair market value and $50 million of voting preferred shares. The Company repaid approximately $314 million of debt assumed subsequent to the merger.
DDR acquired 102 retail assets aggregating 23 million square feet including 16 development properties comprising approximately 6 million square feet of total
-GLA. Additionally, DDR acquired a development pipeline of several properties.

#



Macquarie DDR Trust

in November 2003, the Company closed a transaction pursuant to which the Company formed an Australian based Listed Property Trust, Macquarie DDR Trust
("MDT"), with Macquarie Bank Limited (ASX: MBL), an international investment bank, advisor and manager of specialized real estate funds in Australia. MDT will
focus on acquiring ownership interests in institutional-quality community center properties in the U.S. The aggregate purchase value (assuming 100% ownership)
of the initial portfolio of eleven assets previously owned by DDR and its joint ventures and-acquired by MDT is approximately $730 million. MDT operates with a
leverage ratio of approximatety 50%. ' '

MDT, which was listed on the Australian Stock Exchange during November 2003, owns-an 81.0% interest in the eleven asset portfolio. DDR retained a 14.5%
effective ownership interest in the assats and MBL owns the remaining 4.5%. DDR remains responsible for all day-to-day operations of the properties and will receive
fees for property management, leasing, construction management, acquisitions, due diligence, dispositions (including outparcel sales), and financing. Through
their joint venture company, DDR and MBL will also receive base asset management fees and incentive fees based on the performance of MDT. DDR recorded
fees aggregating $6.7 miltion in 2003 in connection with the structuring, formation and operation of the MDT joint ventures.

t is anticipated that an additional asset in Minneapolis, MN (Coon Rapids - Inner Quadrant) will be sold to MDT after construction and leasing are completed,
subject to the satisfaction of MDT's investment criteria and the availability of financing, MDT has a two year right of first offer on twenty pre-determined joint
venture and wholly-owned assets currently in DDR’s portfolio. This right of first offer only applies if DDR determines that it will pursue the sale of these assets.
MDT afso is expected to pursue acquisitions of additional stabilized, institutional-quality community center properties.

DDR received approximatety $195 million in cash and retained a $53 million equity investment in the joint venture, which represents DDR's 14.5% effective
ownership interest. MDT is funded with approximately $370 million in debt, which is approximately 50% of total asset value. The interest rate for this debt was
generally structured with 80% fixed and 20% floating. The new fixed rate financing has a weighted average interest rate of approximately 4.3% and the floating
rate debt has a weighted average interest rate of approximately 3.5%. Approximately $42.0 million of the initial outstanding floating rate debt is financed under
MDT's $100 million secured revolving credit facility. ‘

The aggregate size of the MDT portfolio is approximately 5.4 million square feet of total GLA (of which 4.8 million is owned GLA), and the average size of
the eleven properties is approximately 490,000 square feet of fotal GLA. Prior to MDT's acquisition, DDR held seven of the MDT portfolio assets in joint ventures.
These properties are lacated in Boston (Framingham), Massachusetts; Chicago (Schaumburg), Hlinois; Minneapolis (Coon Rapids), Minnesota; Atlanta, Georgia;
Washington, D.C. {Fairfax, Virginia); Atlanta (Marietta), Georgia and Naples, Florida. The remaining four assets were wholly-owned by DDR and located in St. Paul,
Minnesota; Kansas City {independence), Missour; Canton, Ohio and Cleveland {N. Olmsted), Ohio. These properties are not included in discontinued operations
as the Company maintains continuing involvement through both its ownership interest and management activities. Included in equity in net income of joint ventures
is approximately $7.5 million of promoted income received from the Company's joint venture partners from the transfer of six of these properties.

MDT is governed by a board of directors, which includes three members selected by DDR, three members selected by MBL and two independent members.
MDT's offering in Australia in November 2003 raised approximately $315 million, which equates to AUD $441.4 million,

DDR Markaz LLC

In May 2003, the Company completed the formation of DDR Markaz LLC, a joint venture transaction with an investor group led by Kuwait Financial Centre - Markaz

(a Kuwaiti publicly traded company). The Company contributed seven retail properties to the joint venture. The properties are located in Richmond, California; Oviedo,
Florida; Tampa, Florida; Highland, Indiana; Grove City, Chio; Toledo, Ohio and Winchester, Virginia. In connection with this formation, DDR Markaz LLC secured
$110 miltion, non-recourse, five-year, secured financing at a fixed interest rate of 4.13%. Proceeds from the transaction were used to repay variable rate
indebtedness. The Company retained a 20% ownership interest in these seven properties and received cash proceeds of approximately $156 million. The Company
recognized a gain of approximately $25.8 million relating to the sale of the 80% interest in these properties and deferred a gain of approximately $6.5 million

" relating to the Company’s 20% interest. These properties are not included in discontinued operations as the Company maintains continuing involvement through both
its ownership interest and management activities. The Company earns fees for asset management, property management, Iéasing, out-parcel sales and construction
management. In 2003, the Company earned management fees aggregating $0.5 million refating to this investment.

£



Coventry Il
In 2003, the Company and Coventry Real Estate Advisors (“CREA”) announced the joint acquisition of the first property in connection with CREA's formation of
Coventry Real Estate Fund Il {the “Fund”). The Fund was formed with several institutional investors and CREA as the investment manager. Neither the Company
nor any of its officers, own a common interest in this Fund or have any incentive compensation tied to this Fund. The Fund and DDR have agreed to jointly acquire
value-added retail properties in the United States. It is anticipated CREA will obtain $330 million of equity interest to co-invest exclusively in joint ventures with
DDR, which is expected to contribute an additional 20%. The Fund will invest in a variety of well-located retail properties that present opportunities for value
creation, such as retenanting, market repositioning, redevelopment or expansion,

DDR will co-invest 20% in each joint venture and will be responsible for day-to-day management of the properties. Pursuant to the terms of the joint venture,
DOR will earn fees for property management, leasing and construction management. The Company also will earn a promoted interest, along with CREA, above
a 10% preferred return of capital to investors through a preferred interest in the Fund.

The first property acquired by the joint venture, Ward Parkway, is a 712,000 square foot shopping center located in suburban Kansas City, Missouri that
was purchased for approximately $48.4 million. The second property, Totem Lake Malls, a 290,000 square foot shopping center in suburban Seattle, Washington
was acquired in January 2004. This property was acquired for approximately $37.0 million of which the Company's proportionate share was $7.4 miltion.
Service Merchandise Joint Venture
At December 31, 2003, the portfolio owned by the Service Merchandise Joint Venture consisted of approximately 72 Service Merchandise retail sites totaling
approximately 4.0 million square feet, of which 51.1% is feased or in the process of being leased. Total annualized base rental revenues were approximétely
$12.7 miltion at December 31, 2003. During 2003, the joint venture sold 22 sites and received gross proceeds of approximately $55.0 million and recorded
an aggregate gain of $5.1 milfion of which the Company's proportionate share was approximately $1.3 million. In 2003, the Company also eamed disposition,
development, managemerji and leasing fees aggregating $1.7 million and interest income of $1.0 million relating to this investment, The Company also received
distributions aggregating $1.0 milion resulting from loan refinancings at the joint venture level. This joint venture has total assets and total debt of approximately
$171.9 million and $78.4 million, respectively, at December 31, 2003. The Company's investment in this joint venture was $20.1 million at December 31, 2003.

Expansions

For the twelve month period ended December 31, 2003, the Company completed expansions and redevelopments at nine shopping centers focated in Birmingham,
Alabama; Bayonet Point, Florida; Brandon, Florida; Tucker, Georgia; Fayetteville, North Carolina; North Canton, Ohio; Erie, Pennsylvania; Riverdale, Utah and
Taylorsville, Utah at an aggregate cost of approximately $26.8 million. The Company is currently expanding/redeveloping six shopping centers located in North
Little Rock, Arkansas; Tallaﬁassee, Florida; Starkville, Mississippi; Aurora, Ohio; Tiffin, Ohio and Monaca, Pennsylvania at a projected incremental cost of
approximately $27.6 million. The Company is also scheduled to commence eight additional expansion projects during 2004 at the Gadsden, Alabama; Brandon,
Florida; Suwanee, Georgia; Princeton, New Jersey; Hendersonville, North Carolina; Allentown, Pennsylvania; Brentwood, Tennessee and Chattanooga, Tennessee
shopping centers. _

For the twelve month period ended December 31, 2003, the Company’s joint ventures completed expansions and redevelopments at three shopping centers located
in San Ysidro, California; Shawnee, Kansas and North Olmsted, Ohio at an aggregate cost of approximately $9.7 million. The Company's joint ventures are currently
expanding/redeveloping a shopping center located in Deer Park, llinois at a projected incremental cost of approximately $13.9 million. In 2004, the Company is
also scheduled to commence two additional expansion/redevelopment projects at Merriam, Kansas and Kansas City, Missouri. ‘



Acquisitions "
In 2003, the Company acquired the following shopping center assets:

) Gross
Square Purchase
. Feet Price
Location ({thousands) {milions)
JDN merger
(See Strategic Real Estate Transactions) 23,036 $1,051.5
Suwanee, Georgia 306 3.40
Leawood, Kansas 413 1532
Gulfport, Mississippi 540 455
Broomfield, Cotorado 422 55.5

24717 $11712

() Refiects the Company's purchase price associated with the apquisition of its partner's 51% ownership interest,
@ Reflects the Company’s purchase price associated with the aoquisition of its prtner’s 50% ownership intesest,

In 2003, the Company acquired the following shopping center assets through joint ventures:

Gross
Square Purchase

. Feet Price
Location {thousands) {millions)
Kansas City, Missouri 712 $ 48.4"
Phoenix, Arizona 296 43.0®
Pasadena, California ) 560 113.5%

1568 -$204.9

{4 The Company purchased a 20% equily interest.
3 The Company purchased a 67% equity interest, net of deb! assumed, for approximately $17.4 milfion,
31 The Company purchased a 25% aquity interest, nat of debt assumed, for approtimately $7.1 milkion,

MDT acquired seven assets from other joint venture investments and four assets from the Company.

Development (Consolidated) _
During the twelve month period ended December 31, 2003, the Company completed the construction of thirteen shopping centers located in Fayetteville,
Arkansas; Sacramento, California; Aurora, Colorado; Parker, Colorado; Parker South, Colorado; Lithonia, Georgia; McDonough, Georgia; Meridian, {daho
_(Phase 11 of the existing shopping center); Grandville, Michigan; Coon Rapids (Minneapolis) Minnesota; St. John’s, Missouri; Erie, Pennsylvania and Frisco, Texas.

The Company currently has twelve shopping center projects under construction. These projects are located in Long Beach, California; Fort Collins, Colorado;
Qverland Park, Kansas; Chesterfield, Michigan; Lansing, Michigan; St. Louis, Missouri; Apex, North Carofina; Hamilton, New Jersey; Mount Laure!, New Jersey;
Pittsburgh, Pennsylvania; Irving, Texas and Mesquite, Texas. These projects are scheduled for completion during 2004 and 2005 and will create an additional
3.4 million square feet of retail space. '

The Company anticipates commencing construction in 2004 on a shopping center located in McKinney, Texas.

The whally-owned and consolidated development funding schedule as of December 31, 2003 is as follows (in millions):

Funded s of December 31,2003 $561.2
Projected net funding during 2004 88.8

Projected net funding thereafter 230
Total $673.0




Development (Joint Ventures)

The Company has joint venture development agreements for three shapping center projects. These three projects have an aggregate projected cost of approximately

$97.8 million. The projects located in Long Beach, California and Austin, Texas were substantially completed during 2003 and the project in Jefferson County

(St. Louis, Missouri) will be substantially completed in 2004. At December 31, 2003, approximately $86.5 million of costs were incurred in refation to these

development projects. The projects located in Long Beach, California (City Place) and Austin, Texas are being financed through the Prudential/DOR Retail Value Fund.
The joint venture development funding schedule as of December 31, 2003 is as follows (in millions):

DDR's IV Partners’  Proceeds from
Proportionale  Proportionate  Construction

Share Share Loans Total
Funded as of December 31, 2003 $10.0 $19.8 $96.7 $86.5
Projected net funding during 2004 15 - 9.8 11.3
Total $11.5 $19.8 $66.5 $97.8
Dispositions

In 2003, the Company sold the following properties:

Square Feet  Sales Price  Gain {loss) '

Location i {thousands)  (millions}  (millions)
Former JON Properties
-Atlanta, Georgia 32 %55 %01
Decatur, Alabama 123 6.9 (0.2)
Nacogdoches, Texas _ 57 57 {0.1)
Fayetteville, Georgia; Lilburn, Georgia; Gulf Breeze, Florida and Buford, Georgia 187 24.1 (0.1)
Shopping Center Properties

Eastlake, Ohio 4 0.2 0.1
St. Louls, Missour] 92 3.3 (1.9
Anderson, South Carolina 14 14 0.4
Richmond, California; Oviedo, Florida; Tampa, Florida; Highland, Indiana;

Grove City, Ohio; Toledo, Ohio and Winchester, Virginia® 1,441 156.0 258
St. Paul, Minnesota; Independence, Missouri; Canton, Ohio and North Olmsted, Ohio® 1873 229.1 413
Industrial Properties '

Aurora, Ohio; Streetshoro, Ohio and Tw_insburg, Ohio 395 14.0 0.5

4218 34462  $65.7

(1) The Company formed 2 joint venture vith funding advised by Kuwail Financial Centre - Markaz and contributed seven wholly-owned shopping centers. The Company retained a 20% equily ownership
interest in the joint venture. The amount includes 100% of the selling price; the Company eliminated that portion of gain associated with its 20% cwnership inferest (See Strategic Rea! Estate Transactions).
12 The Company formed MOT with funding from Macquarie Bank Limited and contributed four wholly-owned assets of the Company. The Company retained an effective 14.5% equity ownership interest
in the joint venture. The amount includes 100% of the sedling price; the Company eliminated that portion of the gain associated with its 14.5% ownership intesest (See Strategic Real Estate Transactions).

In 2003, the Company's joint ventures sold the following shopping center properties excluding those purchased by the Company as described above:

Company’s
Company's Proportionate
Effective Square Sajes hare of
" Ownership Feel Price Gain
Location Percentage  (thousands)  (millions)  (millions)
Bellingham, Washington; Sacramento, California and Fullerton, California 20.00% 420 $579 §$32
St. Louis, Missouri 50.00% 211 220 26
Kansas City, Missouri 24.75% 15 2.6 0.1
San Diego, California 20.00% 440 %50 7l

1,086 $177.5  $13.0

4



The Company's joint ventures also sold their interest in seven assets to MDT at a gross sales price aggregating $497.6 million. Since the membership interests
in the Company's Community Center Joint Venture and Coon Rapids Joint Venture were transferred to MDT, the gain was recognized at the partnership level. The
Company recognized a gain of $27.4 million on its partnership interests. However, since the Company retained an effective 14.5% interest in MDT, the Company has
deferred the recognition of $19.5 million of this gain. The aggregate gain recognized by the Company refating to the sale of its equity interest in these entities to
MDT of $8.0 million is classified in gain on sale of joint venture interests in the consolidated statement of operations. (See 2003 Strategic Real Estate Transactions).

2002 ACTIVITY

Strategic Real Estate Transactions

Service Merchandise Portfolio

In March 2002, the Company announced its participation in a joint venture with Lubert-Adler Funds and Klaff Realty, L.P., which was awarded asset designation

rights for all of the retail real estate interests of the bankrupt estate of Service Merchandise Corporation for approximately $242 million. The Company has an

approximate 25% interest in the joint venture. In addition, the Company earns fees for the management, leasing, development and disposition of the real estate

portfolio. The designation rights enable the joint venture to determine the ultimate use and disposition of the real estate interests held by the bankrupt estate.
During 2002, the joint venture sold 45 sites and received gross proceeds of approximately $106.5 million. The Company recognized pre-tax income of

approximately $4.4 million relating to the operations of this joint venture. The Company also earned disposition, management, leasing and financing fees

aggregating $1.4 million in 2002 relating to this joint venture. ’ '

Expansions

In 2002, the Company completed expansions and redevelopments at five shopping centers located in Denver, Colorado; Detroit, Michigan; St. Louis, Missouri;
Lebanon, Chio; and North Olmsted, Chio at an agaregate cost of approximately $8.0 million. In 2002, the Company's joint ventures completed expansions and
redevelopments at seven shopping centers located in Atlanta, Georgia; Marietta, Georgia; Schaumburg, 1itinois; Leawood, Kansas; Overland Park, Kansas; Maple
Grove, Minnesota and San Antonio, Texas at an aggregate cost of approximately $15.0 million.

Acquisitions
In 2002, the Company acquired the following shopping center assets:

Gross
Square Purchase
. Feet Price
Location {thousands) {millions)
Plainville, Connecticut 470 $ 444w
San Antonio, Texas , 210 321w
Forth Worth, Texas; Dallas, Texas; Columbia, Scuth Carolina;

Birmingham, Alabama and Witchita, Kansas 1,000 81.8@
North Canton, Ohio 230 1149
Independence, Missouri 380 33.4%
San Francisco, California (Historic Van Ness) and

Richmaond, California {Hifttop) 368 6540

2,718 $ 268.5%

11) Reflects the Company's purchase price associated with the acquisition of its partner’s 75.25% ownership intesest in these shapping centers,

(2 Reflects the Company's purchase price associated with the acquisition of a portfolio of shopping centars.

(3 Reflects the Company's purchase price assaciated with the acquisition of ts partner’s 50% interest in this shopping center.

) Reflects the Company's purchase price assaciated with the acquisition of its partner’s 80% interet in this shopping center.

9 Reflects the Company’s acquisition of two shapping center properties fram Burnham Pacific Properties, Iac., Burnham Pacific Operating Partrership,
LP, and BPPAan Ness, LP. This acquisition was financed through the issuance of approximately 2.5 miffion commen shares valued at appiaximately
$49.2 millon and eash.

161 The Company's tota) seal estate assets incriased appraximately $299 million refating to these acquisitions after reflecting the reclassification
of the Company’s awnership interest from advances to and investments in joint ventures.



Dispositions
The Company sold the following properties in 2002;

Square Feet  Sales Price  Gain {loss)

Location (thousands) (millions)  (millions)
Shopping Center Properties

Orlando, Florida 180 $73 $(4.8)
Columbia, South Carolina 47 5.3 2.1
Jacksonville, North Carolina 63 6.0 06
St. Louis, Missouri (American Plaza) 9 2.0 (0.1)
Ocala, Florida 19 09 0.6
Huntsville, Alabama 41 4.4 1.2
Cape Coral, Florida 74 51 -
Kildeer, Illinois®” 158 80 25
Industrial Property

Daltas, Texas 21 17 -

612 $60.7 $2.1

M The Company formed a joint venture with a funding advised by DRA Advisars, Inc. and contributed a wholly-owned new shapping center development.
The Company retained a 10% equity ownesship interest ia the joint ventuse. Represents the sale of assets through the meschant buiiding program.

The Company’s joint ventures sold the following shopping center properties, excluding those purchased by the Company as described abave, in 2002:

Company's
Company's Proportionate

Effective Square Sales hare of
, Qwnership Feet Price Gain

Location Percentage (thousands) (millions)  (millions)
Round Rock, Texas® : 24.75% 438 $ 781 $ 5.4
Denver, Colorado 20.00% 390 430 2.8
Saiem, New Hampshire®@ 24.75% 170 25.0 1.1
Hagerstown, Maryland® 24.75% 286 417 1.9
Eatontown, New Jersey? 79.56% 68 140 1.9
Durham, Nerth Carolina 20.00% 408 50.1 2.1

1,760 $251.9  $15.2

(2 Represents the sale of assets through the meschant building program,

2001 ACTIVITY

Strategic Real Estate Transactions

American Industrial Properties

The Company completed its merger with AIP following AIP shareholders’ approval of the plan of merger on May 14, 2001. AIP’s shareholders also approved
the safe of 31 industrial assets to an affiliate of Lend Lease Real Estate investments, inc. (“Lend Lease”) for $292.2 million, which closed on May 14, 2001,
immediately prior to the merger. ‘

Under the merger agreement, all common shareholders’ interests, other than.DOR’s, were effectively redeemed and each shareholder received a final cash payment
equal to $12.89 per share which was funded from proceeds received from the asset sale to Lend Lease. In addition, in January 2001, all AP shareholders, including
DDR, received a special dividend of $1.27 per share associated with the sale of the Manhattan Towers office building in November 2000 for $55.3 million.

The merger of a subsidiary of DDR (DDR Transitory Sub, Inc.) into AlP provided DDR with complete ownership of AIP's 39 remaining properties after the
sale to Lend Lease. This portfolio was comprised of 31 industrial properties, six office properties, two retail properties and 23.7 acres of undeveloped fand. DDR
operates the assets as part of its portfolic. From the date of the merger, the AIP assets, liabilities and operating results are consolidated in the Company's financial

statements. Prior to the merger and since 1999, the Company owned a 46% common stock interest, which was accounted for under the equity method of accounting. -

The Company's effective purchase of the remaining interest in AIP through the redemption of all other shareholders, as previously described, was accounted for
as a step acquisition.

47



Expansions .
In 2001, the Company and its joint ventures completed the expansion and redevelopment of ten shopping centers at an aggregate cost of $13.7 million
and $2.3 million, for wholly-owned projects and joint venture projects, respectively.

Acquisitions

In 2000, the Company announced it intended to acquire several west coast retail properties from Burnham through a joint venture with PREI and Coventry Real
Estate Partners (“Coventry”) (which is 79% indirectly owned by the Company). The joint venture was funded as follows: 1% by Coventry, 20% by DDR, and 79%
by Prudential. These properties were not part of Burnham's liquidation portfolio. The purchase agreement with Burnham was entered into before Burnham's shareholders
approved its plan of liquidation. As of December 31, 2001, ten properties were acquired at an aggregate cost of approximately $280 million. Three of these
properties were sold in 2003 and a portion of a property was sold in January 2004. The Company earns fees for managing and leasing the properties, all of which

are located in western states.

The Company and Coventry were selected to serve as Burnham's liquidation agent pursuant to Burnham's pian of liquidation. The liquidation portfolio originally
included 42 properties aggregating 5.4 miflion square feet. The Company provided property management services for this portfolio and received property asset
management, leasing and development fees for its services at market rates. This service arangement expired in June 2002 when the remaining four assets were
transferred to a liquidating trust,

Development

The Company completed a 577,000 square foot shopping center in Meridian, Idaho; a 622,000 square foot shopping center in Everett, Massachusetts; a 157,000
square foot shopping center in Kildeer, illinois; and a 460,000 square foot shopping center in Princeton, New Jersey adjacent to the Company's existing center,
which was substantially completed in 2001,

Dispositions
The Company sold the following properties in 2001:

Square Feet  Sales Price  Gain {loss)

Location (thousands)  (millions)  (millions)
Shopping Center Properties

Gahanna {New Albany), Ohio , 30 $42 $0.1
Zanesville, Ohio 13 1.2 07
Toledo, Ohio {Airport Square) 190 148 30
Highland Heights, Ohio 250 21.5 11.0
Rapid City, South Dakota 36 24 0.1
Ahoskie, North Carolina 180 83 18
Business Center Property

San Diego, California 59 6.8 0.4

768 $65.2 $16.9

The Company's joint ventures sold the fotlowing shopping center properties in 2001:

Company's
Company's Proportionate
. Effective Square Sales hare of
. Dwnership Feet Price Gain (loss)
Location Percentage  (thousands)  (miffions) (millions)
Dayton, Ohio™ 79.56% 33 $18 $0.3
Lawrenceville, New Jersey™ 79.56% 45 3.8 0.3
£l Paso, Texas® 79.56% 35 1.9 {0.3)
San Diego, California® 96.00% - 3.0

113 $10.5 $0.3

11 Represents the sale of assets through the merchant building program.
2 Land parce, :
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OFF BALANCE SHEET ARRANGEMENTS

The Company has a number of off balance sheet joint ventures and other.unconsolidated arrangements with varying structures. The Company has investments
in operating properties, development properties, a management and development company and two taxable REIT affiliates, which are consolidated into the
Company as of December 31,2003. Such arrangements are generally with institutional investors and various developers located throughout the United States.

In connection with the development of shopping centers owned by certain of these affiliates, the Company and/or its equity affiliates have agreed to fund
the required capital associated with approved development projects aggregating approximately $7.1 miflion at December 31, 2003. These obligations, comprised
principally of construction contracts, are generally due in twelve to eighteen months and are expected to be financed through new or existing construction oans.

The Company has provided loans and advances to certain unconsolidated entities in the amount of $19.6 million at December 31, 2003 for which the
Company's joint venture partners have not funded their proportionate share. These entities are current on all debt service owing to DDR. The Company has
guaranteed base rental income from one to three years at 14 centers held through the Service Merchandise joint venture, agaregating $3.5 miltion at December
31, 2003. The Company has not recorded a liability for the guarantee as the subtenants of KLA/SM affiliates are paying rent as due.

The Company's joint ventures, which sold partnership interests to MDT, entered into master lease agreements upon consummation of the transaction. These
joint ventures are responsible for the monthly base rent and ali operating and maintenance expenses on leases for the spaces not yet leased as of Cctober 31,
2003, through November 2006. At December 31, 2003, the joint ventures master lease obligation totaled $4.1 million, of which the Company’s proportionate
share is $0.9 million, consisting of 19 master leases aggregating approximately 53,000 square feet,

The Company is involved with overseeing the development activities for several of its joint ventures that are constructing, redeveloping or expanding shopping
centers. The Company earns a fee for its services commensurate with the level of oversight provided. The Company generally provides a completion guarantee to
the third party lending institution(s) providing construction financing.

The Company’s joint ventures have aggregate outstanding indebtedness to third parties of approximately $1:3 billion and $1.1 billion at December 31, 2003
and 2002, respectively, of which the Company’s proportionate share was $368.5 million and $387.1 million, respectively. Such mortgages and construction loans
are generally non-recourse to the Company and its partners. Certain mortgages may have recourse to its partners in certain limited situations such as misuse of
funds and material misrepresentations, In connection with one of the Company's joint ventures, the Company's joint venture partner agreed to fund any amounts
due the joint venture’s construction lender if such amounts are not paid by the joint venture. In these instances, the Company has agreed to reimburse such joint:
venture partner an amount equal to the Company’s pro rata share of such amount aggregating $7.4 million at December 31, 2003, This mortgage is expected to
be refinanced in the second quarter of 2004. In addition, for another joint venture, the Company provided a letter of credit in 2001 for approximately $9.3 million
to the holders of tax exempt floating rate certificates, the proceeds of which were loaned to an equity affiliate,

Certain of the Company’s joint venture arrangements provide that the Company's partner can convert its interest in the joint venture into DDR’s comman shares.
The number of common shares that DDR would be required to issue would be dependent upon the then fair value of the partner's interest in the joint venture
divided by the then fair value of DDR's common shares. The Company can elect to substitute cash for common shares. At December 31, 2003, assuming such
conversion options were exercised, and shares were issued, assets currently aggregating $344.0 miltion would be consolidated and an additional $236.2 million
of mortgage indebtedness outstanding at December 31, 2003 relating to the joint ventures which contain these provisions would be recorded in the Company's
balance sheet, since these entities are currently accounted for under the equity method of accounting. One of these properties, with total assets and mortgage
debt aggregating $39.4 million and $30.0 million was sold in January 2004. Should the Company elect to issue cash, the Company's debt balance would increase
by both the existing debt relating to these joint ventures, as previously referred to, as well as potential additional debt, which would be incurred to finance the
purchase of the equity of the other partner. The Company does not anticipate that its joint venture partners will exercise their rights pursuant to the aforementioned
conversion rights as these institutional investors typically do not invest in equity securities.
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FINANCING ACTIVITIES

The Company has historically demonstrated its access to capital through both the public and private markets. The acquisitions, developments and expansions were
generally financed through cash provided from operating activities, revolving credit facilities, mortgages assumed, construction loans, secured debt, unsecured
public debt, common and preferred equity offerings, joint venture capital, OP Units and asset sales. Total debt outstanding at December 31, 2003 was approximately
$2.1 biltion as compared to approximately $1.5 bilion and $1.3 billion at December 31, 2002 and 2001, respectively. In 2003, the increase in the Company's
outstanding debt was due primarily to the merger with JDN.

A summary of the aggregate financings through the issuance of common shares, preferred shares, construction foans, medium term notes, term foans and

OP Units (units issued by the Company's partnerships) aggregated $2.8 billion during the three-year period ended December 31, 2003, is summarized as
follows {in millions):

2002 2001
Equity: :
Common shares $11920  § 587
Preferred shares 150.0%
Total equity
Debt:

Construction and other secured loans
Parmanent financing

Mortgage debt assumed

Tax increment financing

Medium term notes:

Unsecured term loan

Totat debt

{1 Issued as consideration in the merger with JON.

(@ Inchudes issuance of $50 million preferred voting shares in conjunction with the mesger with JON. Proceeds from the 8.0% preferred shares issued
were used to retire $180 million Prefered OP Units with 2 weighled avesage rate of 8.95%. Proceeds fram the 7.375% pretermed shares issued were
sed to retire the Company's Class € 8.375% prefemed shares, Class D 8.68% preferred shares and 9.375% prefemed woting shares.

43 Represents 5 $150 million secured financing for five years with interest al a coupen rate of 4,41%.

4 Seven-year senior unsecured notes with a coupon rate of 4.625%. These notes are due August 1, 2010 and were offered a1 99.843% of par,

151 This facility bears interest at LIBOR plus 1.0% and has a ene-year term with two six-month extension options. The proceeds from this facility were
primarily used to repay JDN's revolving credit facility with outstanding principal of $229 million at the time of the merger and to repay $85 million
of MOPPRS debt and a related cafl option prior to maturity on March 31, 2003,

(6 Appraximatety $50 milfion of comman equity was issued in exchange for two shopping center assets and $35 milion was issued in exchange for the
replacement of $35 miion, 8.5% Preferred OP Units.

(7 Proceeds from the 8,6% prefermed shares issued were used to retire the Company's Class A 8.5% prefemed shares and 9.44% Class B preferred
shares aggregating $149.8 millan.

In addition, in 2003, the Company entered into two interest rate swaps aggregating $100 million, effectively converting floating rate debt into fixed rate
debt with an effective weighted average coupon rate of 2.67% and a life of 1.75 years.

In December 2003, the Company amended and restated its primary unsecured credit facility and extended the term of the revolver from May 30, 2005 to
May 30, 2006. Based on the Company’s current corporate credit ratings (Moody's rating is Baa3 stable and Standard and Poor's is BBB stable), the amended
and restated facility bears a reduced interest rate of LIBOR plus 80 basis points, compared to the previous interest rate of LIBOR plus 100 basis points, and
continues to offer a competitive bid option for up to 50% of the facility amount. In addition, the Company amended several of the facility's covenants to provide
greater flexibility in relation to total debt and floating rate debt. At the Company's option, the revolver may be increased from its current size of $650 million to
$1.0 billion. The Company also amended its $30 million secured facility with National City to reflect the same changes in covenants and pricing.

In January 2004, the Company issued $275 million of five-year unsecured senior notes with a coupon rate of 3.875%. Net proceeds from this offering of
approximately $272.2 million were used to repay approximately $104 million of variable rate mortgage debt and $150 million of the Company’s unsecured
term debt associated with the JON merger. The balance was used to repay revolving credit facitities. Following the issuance of these securities, the Company's
current floating rate debt exposure is approximately 16.3% of total debt.
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CAPITALIZATION

At December 31, 2003, the Company's capitalization consisted of $2.1 billion of debt (excluding the Company's proportionate share of Joint venture mortgage
debt aggregating $368.5 million as compared to $387.1 million in 2002), $535 million of preferred shares and $2.9 billion of market equity (market equity is '
defined as common shares and OP Units outstanding multiplied by the closing price of the common shares on the New York Stock Exchange at December 31, 2003
of $33.57) resulting in a debt to total market capitalization ratio of 0,37 to 1.0 as compared to the ratios of 0.43 to 1.0 and 0.44 to 1.0 at December 31, 2002
and 2001, respectively. At December 31, 2003, the Company's total debt (excluding the effect of the fair value hedge which was $5.6 million at December 31,
2003) consisted of $1,436.5 million of fixed rate debt, including $130 million of variable rate debt, which has been effectively swapped to a weighted average
fixed rate of approximately 2,7%, and $641.0 million of variable rate debt, including $100 million of fixed rate debt which has been effectively swapped to a
weighted average variable rate of approximately 3.3%.

It is management’s intention that the Company have access to the capital resources necessary to expand and develop its business. Accordingly, the Company
may seek to obtain funds through additional equity offerings or debt financings or joint venture capital in a manner consistent with its intention to operate with
a conservative debt capitalization policy and maintain its investment grade ratings with Moody’s Investors Service (Baa3 stable) and Standard and Poor's
(BBB stable). In April 2003, both Moody's and Standard and Poor's changed the Company’s ratings outiook from negative to stable with regard to their long-term
unsecured debt ratings. As of December 31, 2003, the Company had a sheif registration statement with the Securities and Exchange Commission under which
~ $1.0 billion of debt securities, preferred shares or common shares may be issued. After the issuance of $275 million of fixed rate debt in January 2004, the
Company had $725.0 million remaining on this shelf.

The Company's credit facilities and the indentures under which the Company's senior and subordinated unsecured indebtedness is, or may be issued, contain
certain financial and operating covenants, including, among other things, debt service coverage and fixed charge coverage ratios, as well as limitations on the .
Company’s ability to incur secured and unsecured indebtedness, sel! alf or substantially all of the Company's assets and engage in mergers and certain acquisitions.
Although the Company intends to operate in compliance with these covenants, if the Company were to violate those covenants, the Company may be subject to
~ higher finance costs and fees. Foreclosure on mortgaged properties or an inability to refinance existing indebtedness would likely have a negative impact on the
Company's financial condition and results of operations,

In addition to the shelf registration statement described above, as of December 31, 2003, the Company had cash of $111.0 million, which includes $99.3
million, which had been set aside for the acquisition of shopping centers, and $498.5 mitlion available under its $705 miltion revolving credit facilities.

In January 2004, the restricted funds, aggregating approximately $94.5 million, were released due to the decision to no longer pursue a like-kind exchange.
After the receipt of these funds, approximately $4.8 million remains in restricted cash in anticipation of the completion of a like-kind exchange. As of

December 31, 2003, the Company afso had 197 operating properties generating $264.5 million, or 5.2%, of the total revenue of the Company for the year
ended December 31, 2003, which were unencumbered, thereby providing a potential collateral base for future borrowings. Approximately 84 of these properties
were acquired through the JON merger for which the revenues, aggregating $65.7 miltion, were only included in the Company’s operating results from the merger
date of March 13, 2003. Due to total revenues in 2003 including unencumbered assets transferred to joint ventures and only a portion of JDN's operating results,
this percentage is anticipated to grow in 2004,
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CONTRACTUAL OBLIGATIONS AND OTHER COMMITMENTS

The Company had debt obligations relating to its revolving credit facilities, term loan, fixed rate senior notes and mortgages payable (excluding the effect of
the fair value hedge) with maturities ranging from 1 to 25 years. In addition, the Company has non-cancelable operating leases, principally for office space
and ground leases. '

These obligations are summarized as follows for the subsequent five years ending December 31 (in thousands}):

Operating
Year Debt Leases
2004 $ 486,509 $ 4,165
2005 117,612 4,207
2006 249,318 4,083
2007 213,661 3,884
2008 268,291 3,864

Thereafter 742,167 58,563
$2,077,558 $78,736

Debt maturities in 2004 include mortgage loans of approximately $2.6 million, construction loans of $29.1 million and senior notes of $140.0 million.

The unsecured term loan aggregating $300 million at December 31, 2003 has two six-month extension options. Construction loans aggregating $29.1 million
and $150.0 million of the unsecured term loan were repaid from the proceeds of the $275 million offering completed in January 2004. The Company exercised
the first option in February 2004, relating to $150 million of the unsecured term loan, The remaining obligations are expected to be repaid from operating cash
flow, revolving credit facilities and/or other unsecured debt or equity financings and asset sales.

In 2005, it is anticipated that the $100.5 million in construction loans will be refinanced or extended on similar terms. Senior notes of $1.0 million are
expected to be paid from operating cash flow. No assurance can be provided that the aforementioned loans will be refinanced as anticipated.

The Company has mortgage and credit facility obligations as numerated above. These obligations generally have monthly payments of principle and/or interest
over the term of the obligation. The interest payable over the term of the credit facilities and construction loans is determined based on the amount outstanding.
The Company continually changes its asset base; so that the amount of interest payable on the mortgages over its life cannot be easily determined and is therefore
excluded from the table above.

At December 31, 2003, the Company had letters of credit outstanding of approximately $20.0 miltion of which $10.9 million reiates to letters of credit
provided on behalf of equity affiliates (See Note 11 of the consolidated financial statements). Upon payment of the Regal Cinemas litigation settlement in
February 2004, $8.0 million of the related letter of credit was released. The Company has not recorded any obligation associated with these letters of credit.

In conjunction with the development of shopping centers, the Company has entered into commitments for its wholly-owned properties of $67.2 million at
December 31, 2003. These obligations, comprised principally of construction contracts, are generally due in 12 to 18 months and are expected to be financed
through new or existing construction loans.

The Company entered into master lease agreements with MDT in November 2003 in connection with the transfer of four properties to the joint venture. The
Company is responsible for the monthly base rent and all operating and maintenance expenses for units not yet leased as of Qctober 31, 2003, through November
2006. At December 31, 2003, the Company's master lease obligation totaled $1.9 million, consisting of eight master leases aggregating approximately 33,000
square feet, .

The Company entered into an agreement with DRA Advisors, its partner in the Community Centers contributed to MOT, to pay an $0.8 million annual
consulting fee for ten years for services rendered relating to the assessment of financing and strategic investment alternatives.

In connection with the sale of one of the properties to MDT, the Company deferred the recognition of approximately $3.7 million of the gain on sale of real
estate related to a shortfall agreement guarantee maintained by the Company. The Company is obligated to pay any shortfall to the extent that the shortfall is not
caused by the failure of the landlord or tenant to pay taxes when due and payable on the shopping center. No shortfall payments have been made on this property
since the completion of construction in 1997.

The Company enters inta cancelable contracts for the maintenance of its properties. At December 31, 2003, the Company had purchase order obligations
payable within one year aggregating $3.9 million refated to the maintenance of its properties. In addition, the Company had purchase order obligations aggregating
$1.0 million payable within one year at December 31, 2003 refated to general and administrative expenses.
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The Campany has entered into employment contracts with several of its key executives. These contracts provide for base pay, bonuses based on the results
of operations of the Company, option and restricted stock grants and reimbursement of other various expenses (health insurance, life insurance, automobite
expenses, country club expenses and financial planning expenses). These contracts are for a one-year term and subject to canceliation in one year with respect  ;
to the Chairman and Chief Executive Officer and S0 days with respect to the other officers.

See discussion of commitments relating to the Company's joint ventures and other unconsolidated arrangements in “Off Balance Sheet Arrangements.”

INFLATION

Substantially alt of the Company's long-term leases contain provisions designed to mitigate the adverse impact of inflation. Such provisions include clauses enabling
the Company to receive percentage rentals based on tenants’ gross sales and/or escalation claUses, which generally increase rental rates during the terms of the
feases. Such escalations are determined by negotiation, increases in the consumer price index or similar inflation indices. In addition, many of the Company's
leases are for terms of less than ten years, which permits the Company to seek increased rents upon renewal at market rates. Most of the Company's leases
require the tenants to pay their share of operating expenses, including common area maintenance, real estate taxes, insurance and utilities, thereby reducing
the Company's exposure to increases in costs and operating expenses resulting from inflation.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The Company’s primary market risk exposure is interest rate risk. The Company's debt, excluding joint venture debt, is summarized as follows:

December 31, 2002

Veighted ~ Weighed
herage  Average
Amout  Matrly  interes  Percentage
§ (millons) ~ (years) Rae  ofTotal
Fixed Rate
_ Debt™ ¥ $7608 70 7.1% 5L.0%
Variable y
Rate Debt® g 57307 30 27% 49.0%

0 Adjusted to reflect the $130 million and $100 miltion of variable rate debt, which was swapped to a fixed rate at Decembes 31, 2003 and 2002,
respectively, and $100 million of fixed rate debl, which was swapped to a variable rate at December 31, 2003 and 2002,

The Company's joint ventures' fixed rate indebtedness, including $93.0 million and $78.0 million of variable rate debt which was swapped to a weighted
average fixed rate of approximately 6.1% and 6.58%, respectively, is summarized as follows (in millions):

December 31, 2002

Weighted ~ Weighted
Joit Lompary's  Average  Average
Venture  Proportonaie Matm? Interest
Delt Share {years| Rate

Fixed Rate

Debt $673.2 $249.7 58 7.0%
Variable )

Rate Debt $505.6 $1374 14  37%

The Company intends to utilize variable rate indebtedness avaitable under its revolving credit facilities and construction loans in order to initially fund future
acquisitions, developments and expansions of shopping centers. Thus, to the extent the Company incurs additional variable rate indebtedness, its exposure to
increases in interest rates in an inflationary period would increase. The Company believes, however, that in no event would increases in interest expense as a result
of inflation significantly impact the Company’s distributable cash flow.




The interest rate risk on $130 million and $100 million of consolidated floating rate debt at December 31, 2003 and 2002, respectively, and $93 million
and $78 million of joint venture floating rate debt at December 31, 2003 and 2002, respectively, of which $21.4 million and $12.6 million is the Company's
proportionate share, has been mitigated through the use of interest rate swap agreements (the “Swaps") with major financial institutions. The Company is
exposed to credit risk, in the event of non-performance by the counter-parties to the Swaps. The Company believes it mitigates its credit risk by entering into
these Swaps with major financial institutions. At December 31, 2003, the Company's three fixed rate interest swaps had a fair value which represented a liability
of $0.4 million, two of which carry a notional amount of $50 mitlion and one carries a national amount of $30 million and converts variable rate debt to a fixed
rate of 2.51%, 2.82% and 2.94%, respectively. At December 31, 2002, the Company's fixed rate interest swaps had a fair value-which represented a liability of
$0.2 million, carried a notional amount of $100 million and converted variable rate debt to a fixed rate of 6.24%. During 2002, the Company entered into two
variable rate interest swaps with a fair value that represented an asset of $5.6 million and $7.3 million at December31, 2003 and 2002, respectively, and
carried notional amounts of $60 million and $40 million, respectively. These swaps converted fixed rate debt to a variable rate of 3.0% and 3.7%, respectively,
at December 31, 2003. .

The Company's joint venture interest rate swaps had a fair value which represented a liability of $0.7 million and $2.5 million, of which $0.2 miflion and
$0.4 miltion was the Company’s proportionate share at December 31, 2003 and December 31, 2002, respectively. At December 31, 2003, these swaps carry
notional amounts of $55 million and $38 million and converted variable rate debt to a fixed rate of 5.78% and 6.603%, respectively. At December 31, 2002,
in addition to the $38 million swap discussed above, the Company’s joint ventures had two swaps, which carried notional amounts of $20 million and $20 million
and converted variable rate debt to a fixed rate of 6.55% and 6.58%, respectively. In November 2003, in connection with the formation of MDT, the joint venture
entered into a fixed rate interest swap, which carries a notional amount of $9.1 million, of which the Company's proportionate share was $1.3 million, and converted
variable rate debt to a fixed rate of 3.5%. This swap is not an effective hedge at December 31, 2003, This swap is marked to market with the adjustments flowing
through MDT's income statement. This contract was entered into pursuant to MDT's financial requirements. In February 2002, the Company's joint ventures
entered into an interest rate cap agreement, which matures in March 2004 and has a notional amount of $175 millien, and a strike price of 4.0%. The fair
value of the swaps referred to above were calculated based upon expected changes in future LIBOR rates.

 The fair value of the Company's fixed rate debt adjusted to: i) include the $130 million and $100 million which was swapped te a fixed rate at December 31,
2003 and 2002, respectively; ii) exclude the $100 million which was swapped to a variable rate at December 31, 2003 and 2002; iii) include the Company’s
proportionate share of the joint venture fixed rate debt; and iv) include the Company's proportionate share of $21.4 million and $12.6 million which was swapped
to a fixed rate at December 31, 2003 and 2002, respectively, and an estimate of the effect of a 100 point decrease in market interest rates, is summarized as
follows (in millions): : '

December 31, 2002

100
Basis Point
) . Decrease
Cemying  Fair in Market
Value Value  Interest Rates

Company's fixed

. rate debt $760.8 $798.4" $8414°
Company's proportionate

share of joint venture

fived rate debt $249.7 $271.3% $283,8%

(1) Inchudas the fair value of interest rate swaps which was a iability of $0.4 miltion and $0.3 million at December 31, 2003 and 2002, respectively.
(3 tncludes the Campeny's propartionate share of the fair vaue of interest rate swaps which was a fiability of $0.2 milfion and $0.4 million af
- December 31, 2003 and 2002, respectively,
3includes the fair value of interest rate swaps which was a liabilty of $0.5 milfion and $0.3 milian at December 31, 2003 and 2002, respectively.
{4 Includes the Company's proportionate share of the fair value of interest rate swaps which was a tiability of $0.2 milion and $0.5 miltion at
December 31, 2003 and 2002, respectively, ’

The sensitivity to changes in interest rates of the Company's fixed rate debt was determined utilizing a valuation model based upon factors that measure the
net present value of such obligations which arise from the hypothetical estimate as discussed above.

Further, a 100 basis phint increase in short term market interest rates at December 31, 2003 and 2002 would result in an increase in interest expense of
approximately $6.4 million and $7.1 million, respectively, for the Company and $1.2 million and $0.9 million, respectively, representing the Company’s proportionate
share of the joint ventures’ interest expense relating to variable rate debt outstanding, for the respective periods. The estimated increase in interest expense for
the year does not give effect to possible changes in the daily balance for the Company's or joint ventures' outstanding variable rate debt.
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The Company also has made advances to several partnerships in the form of notes receivable that accrue interest at rates ranging from Prime plus 1.00% to
fixed rate loans of 12%. Maturity dates range from payment on demand to November 2005. The following table summarizes the aggregate notes receivable, the
percentage at fixed rates with the remainder at variable rates, and the effect of a 100 basis point decrease in market interest rates. The estimated increase in~ «
interest income does not give effect to possible changes in the daily outstanding balance of the variable rate loan receivables.

December 31,
i 2002

{millions)

Total notes receivable

% Fixed rate loans

Fair value of fixed rate loans

impact on fair value of 100 basis point
decrease in market interest rates

The Company and its joint ventures intend to continuously monitor and actively manage interest costs on their variable rate debt portfolio and may enter
into swap positions based on market fluctuations. In addition, the Company believes that it has the ability to obtain funds through additional equity and/or debt
offerings, including the issuance of medium term notes and joint venture capital. Accordingly, the cost of obtaining such protection agreements in refation to
the Company’s access to capital markets will continue to be evaluated. The Company has not, and does nat plan to, enter into any derivative financial instruments
for trading or speculative purposes, As of December 31, 2003, the Company had no other material exposure to market risk.

ECONCMIC CONDITIONS

Histarically, real estate has been subject to a wide range of cyclical economic conditions, which affect various real estate markets and geographic regions with
differing intensities and at different times. Many regions of the United States have been experiencing varying degrees of economic recession. A continuation of
the economic recession, or further adverse changes in general or local economic conditions, could result in the inability of some existing tenants of the Company

. to meet their lease obligations and could otherwise adversely affect the Company's ability to attract or retain tenants, The Company's shopping centers are typicatly
anchored by two or more national tenant anchors {Wal-Mart, Koh!'s, Target), home improvement stores {Home Depot, Lowe's) and two or more medium sized big-box
tenants (Bed.Bath & Beyond, T.J. Maxx/Marshalls, Best Buy, Ross Stores), which generally offer day-to-day necessities, rather than high-priced luxury items.
Because these merchants typicaily perform better in an economic recession than those merchants who market high-priced fuxury items, the percentage rents
received by the Company have remained relatively stable. In addition, the Company seeks to reduce its operating and leasing risks through ownership of a portfolio
of properties with a diverse geographic and tenant base.

The retail shopping sector has been impacted by the competitive nature of the retail business and the competition for market share, where stronger retailers
have out-positioned some of the weaker refailers. This positioning is taking market share away from weaker retailers and forcing them, in some cases, to declare
bankruptcy and/or close stores. Certain retailers have announced store closings even though these retailers have not filed for bankruptcy protection. Notwithstanding
any store closures, the Company does not expect to have any significant losses associated with these tenants. Overall, the Company's portfolio remains stable.
While negative news refating to troubled retail tenants tends to attract attention, the vacancies created by unsuccessful tenants may also create opportunities
to increase rent. v

Although several of the Company's tenants filed for bankruptcy protection and the Company has experienced a temporary decrease in occupancy rates and
an increase in bad debt expense as a result, leasing activity remains stable. The Company believes that its major tenants, including Wal-Mart, Kohl's, Target,
Lowe’s, T.J. Maxx, Bed Bath & Beyond and Best Buy are secure retailers based upon their credit quality. This stability is further evidenced by the tenants’ relatively
constant same store tenant sales growth in a weak economy. In addition, the Company believes that the quality of its shopping center portf‘olio is strong, as
evidenced by the high historical occupancy rates, which have ranged from 92% to 97% since 1993. Also, average base rental rates have increased from $5.48

to $11.70 since the Company's public offering in 1993,



LEGAL MATTERS

fn September 2001, a U.S. District Court entered 2 judgment in the amount of $9.0 million, plus attorneys’ fees, against the Company and three other
defendants, in connection with a verdict reached in a civil trial regarding a claim filed by a mavie theater relating to a property owned by the Company. The
court awarded $4.0 million in punitive and $5.0 million in compensatory damages to the plaintiff, including interest. The other defendants included the former
Chairman of the Board, who is also a significant shareholder and a director of the Company, a former executive of the Company and a real estate development
partnership (the “Partnership”) owned by these two individuals. The plaintiff's claim alleged breach of contract and fraud during the fease negotiation process
that took place before and after the Company acquired the property. The Partnership sold the property to the Company in 1994,

The verdict against the former Chairman of the Board with respect to the $5.0 million in compensatory damages and a portion of the punitive damage award
in the amount of $1.0 miflion was overturned by the trial court judge in response to a post-trial motion. The Company's initial post-trial motion to overturn the
verdict was denied. In January 2004, the appelfate court denied the Company's appeal of the judgment. After consultation with legal counse!, the Company
determined that it would not appeal the appellate court's ruling. The Company accrued a liability of $9.2 million, representing the judgment plus accrued
interest and legal costs, at December 31, 2003. In February 2004, the Company paid $8.7 milfion of this liability.

Based on the obligations assumed by the Company in connection with the acquisition of the property and the Company's policy to indemnify officers and
employees for actions taken during the course of Company business, the judgment will not be apportioned among the defendants.

[n addition to the judgment discussed above, the Company and its subsidiaries are also subject to other legal proceedings. All such proceedings, taken together,
are not expected to have a material adverse effect on the Company. The Company is also subject to a variety of legal actions for personal injury or property damage
arising in the ordinary course of its business, most of which are covered by liability insurance. While the reslution of all matters cannot be predicted with certainty,
management believes that the final outcome of such legal proceedings and claims will not have a material adverse effect on the Company's liquidity, financial
position o results of operations.

NEW ACCOUNTING STANDARDS

In January 2003, the FASB issued FASB Interpretation No. 46 (“FIN 46" or “Interpretation”}, “Consolidation of Variable Interest Entities.” This Interpretation
was revised in December 2003, The objective of this Interpretation is to provide guidance on how to identify a variable interest entity (“VIE") and determine when
the assets, liabilities, non-controlling interests, and results of operations of a VIE need to be included in a company’s consolidated financial statements. A company
that holds a variable interest in an entity will need to consolidate the entity if the company’s interest in the VIE is such that the company will absorb a majority
of the VIE's expected losses and/or receive a majority of the entity's expected residual returns, if they occur. FIN 46 also requires additional disclosure by primary
beneficiaries and other significant variable interest holders. The disclosure provisions of this Interpretation became effective upon issuance in January 2003.
The consolidation requirements of this Interpretation apply immediately to VIES created after January 31, 2003 and no fater than the end of the first fiscal
" year or interim period ending after March 15, 2004 for public companies with non-special purpose entities that were created prior to February 1, 2003. The.
consolidation requirements of this Interpretation are applicable to special purpose entities no later than the end of the first fiscal year or interim period ending
after December 15, 2003.

During 2003, the Company evaluated four joint venture relationships established after January 31, 2003 and determined that these joint ventures did not
meet the standards under the Interpretation to be considered a VIE.

In the third quarter of 2003, the Company disclosed that it was probable that its two taxable REIT subsidiaries accounted for on the equity method would
be considered VIES under the Interpretation and the Company would be the primary beneficiary, However, in the fourth quarter of 2003, these two entities were
merged and the outside membership interests in these entities were purchased by the Company. The merged entity was consolidated in the fourth quarter and
will continue to be consolidated upon the adoption of FIN 46. ‘ .

The Company is in the process of evaluating all of its pre-existing joint venture relationships in order to determine whether the entities are VIES and whether
the Company is considered to be the primary beneficiary or whether it holds a significant variable interest, it is reasonably possible that the Company will
consolidate five entities that were previously accounted for under the equity method. Four of these entities represent investments in land located in Round Rock,
Texas; Opelika, Alabama; Jackson, Mississippi; and Monroe, Louisiana, with combined real estate balances of $8.3 million as of December 31, 2003, and liabilities of
$0.9 million. The Company has a note receivable from one of these entities of approximately $0.7 million. The other entity to be consolidated is an operating shopping
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center property located in Martinsville, Virginia, in which DDR has a 50% interest, and loans of approximately $8.8 million. The total real estate of this entity

is $31.6 million and the totat debt is approximately $20 miflion. In the unlikely event that all of the underlying assets of these five entities had no value and all
other owners failed to meet their obligations, the Company estimates that its maximum exposure to loss would approximate $10.4 million, primarily representing
the net carrying value of the Company’s investments in and advances to these entities at December 31, 2003. However, the Company expects to recover the
recorded amounts of investments in these entities.

As the Company finalizes its-evaluation of the impact of applying FIN 46, additional entities may be identified that would need to be consolidated by
the Company.

{n December 2002, the FASB issued SFAS No. 148, "Accounting for Stock-Based Compensation - Transition and Disclosure” ~ an amendment of SFAS 123,
This statement amends SFAS 123, “Accounting for Stock-Based Compensation,” to provide alternative methods of transition for a voluntary change to the fair
value based methad of accounting for stock-based employee compensation, In addition, SFAS 148 amends the disclosure requirements of SFAS 123 to require
prominent disclosures in both annual and interim financia! statements about the method of accounting for stock-based employee compensation and the effect
of the method used on reported results. SFAS No. 148's transition guidance and provisions for annuat disclosures are effective for fiscal years ending after
December 15, 2002. Finally, SFAS 148 amends APB 128, “Interim Financial Reporting” to require disclosures about those effects in interim financial information.
The provisions for interim period disclosures are effective for financial reports that contain financial statements for interim periods beginning after December 15, 2002.
Accordingly, the Company has provided the appropriate disclosure for the interim periods in 2003,

In April 2003, the FASB issued SFAS No. 149, “Amendment of Statement 133 on Derivative Instruments.” This statement amends and clarifies financial
accounting and reporting for derivative instruments, including certain derivative instruments embedded in other contracts and for hedging activities under
SFAS 133 The new standard is effective for contracts entered into or modified after June 30, 2003. The provisions of this statement that relate to SFAS 133
implementation issues that have been effective prior to January 1, 2003 have been adopted by the Company, as applicable. The adoption of this pronouncement
did not have a material impact on the Company’s financial position, results of operations, or cash flows.

In May 2003, the FASB issued SFAS 150, “Accounting for Certain Financial Instruments with Characteristics of Both Liabilities and Equity.” This statement
establishes standards for how an issuer classifies and measures certain financial instruments with characteristics of both liabilities and equity. It requires that
an issuer classify a financial instrument that is within its scope as a liability {or an asset in some circumstances) because the financial instrument embodies an
obligation of the company. This statement is effective for financial instruments entered into or modified after May 31, 2003, and otherwise is effective at the
beginning of the first interim period beginning after June 15, 2003, excluding certain mandatorily redeemable noncontrolling interests, for which the classification
and measurement provisions of this statement will be deferred indefinitely pursuant to FASB Staff Position 150-3. The adoption of this pronouncement did not
have a material impact on the Company's financial position, results of operations, or cash flows.

In July 2003, the provisions of EITF Topic No. D-42 were clarified, “The Effect on the Calculation of Earnings per Share for the Redemption or Induced
Conversion of Preferred Stock (“Topic No. D-42")." This clarification states that for the purposes of calculating the excess of fair value of the consideration
transferred o the holders of the preferred stock over the carrying amount of the preferred stock in a registrant's balance sheet, the carrying amount of the preferred
stock should be reduced by the issuance costs of the preferred stock, regardiess of where in the stockholders’ equity section those costs were initially classified on
issuance. This clarification of Topic No. D-42 was adopted retroactively in these financial statements, which reflect a charge to net income applicable to common
shareholders of $5.5 million, or $0.09 per share, for the year ended December 31, 2002. The $5.5 million charge represents the origina! issuance costs associated
with the redemption of preferred stock in the second guarter of 2002. These costs were originally classified in additiona! paid in capital. In 2003, the Company
also recorded charges aggregating $10.7 million for the year ended December 31, 2003, representing the original issuance costs associated with the redemption
of preferred stock {Note.13). ‘

In December 2003, the Staff of the Securities and Exchange Commission (*SEC”) issued Staff Accounting Bulletin No. 104 (*SAB 104”), “Revenue Recognition,”
which supersedes SAB 101, Revenue Recognition in Financial Statements.” SAB 104's primary purpose is to rescind accounting guidance contained in SAB 101
related to multiple element revenue arrangements, superseded as a result of the issuance of EITF 00-21, “Accounting for Revenue Arrangements with Multiple
Deliverables.” Additionally, SAB 104 rescinds the SEC's Revenue Recognition in Financial Statements Frequently Asked Questions and Answers {the FAQ) issued
with SAB 101 that had been codified in SEC Topic 13, “Revenue Recognition.” Selected portions of the FAQ have been incorporated into SAB 104, While the
wording of SAB 104 has changed to reflect the issuance of EITF 00-21, the revenue recognition principles of SAB 101 remain largely unchanged by the issuance
of SAB 104. The Company does not expect this bulletin to have a material impact on its financial position, results of operations or cash flows,
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CONSOLIDATED BALANCE SHEETS
{Doltars in thousands, except per share amounts)
December 31,

As adjusted (Note 1)

Assels TR
Land : $ 488292
Buildings 3 2,109,675
Fixtures and tenant improvements . 72,674
Construction in progress and land under development RN 133,415
, _ 2,804,056
Less accumulated depreciation : (408,792)
Real estate, net ' : 2,395,264
Cash and cash equivalents R 16,371
Restricted cash o -
Accounts receivable, net e : 60,074
Notes receivable L R 11,662
Advances to and investments in joint ventures BRI 258,610
Deferred charges, net FAREATS 9,010
Other assets R 25,861
SETEh $2,776,852
Liabilities and Shareholders’ Equity
Unsecured indebtedness: ‘ T
Senior notes B : $ 404,900
Variable rate term debt 4 : 22,120
Revolving credit facility : IR 433,500
: 860,520
Secured indebtedness: S
Revolving credit facility - ' et 12,500
Mortgage and other secured indebtedness . . - ' 625,778
, [ 638,278
Total indebtedness : - ST 1,498,798
Accounts payable and accrued expenses Loy 68,438
Dividends payable : : h 25,378

Other liabilities - : 23,632
: SR 1,616,246

Minarity equity interests

Preferred operating partnership minority interests

QOperating partnership minority interests

1,831,291

Commitments and contingencies (Note 12)
Shareholders’ equity: » .
Preferred shares (Note 13) RSEEE 304,000
Common shares, without par value, $.10 stated value; 200,000,000 shares authorized; - o

93,792,948 and 73,247,627 shares issued at December 31, 2003 and 2002, respectively : 1,325
Paid-in-capital : B 887,321
Accumulated distributions in excess of net income RO (160,165)
Deferred obligation , ‘ R -
Accumulated other comprehensive loss S (588)
Less: Unearned compensation-restricted stock . o (3,111)

Common shares in treasury at cost: 7,359,747 and 6,639,004 shares at December 31, 2003 and 2002, respectively e {89,221)
R 945,561

$2,776,852

The accompanying notes are an integral part of these consofidated financial statements.



CONSOLIDATED STATEMENTS OF OPERATIONS

{Dollars in thousands, except per share amounts)

Revenues from operations:
Minimum rents
Percentage and overage rents
Recoveries from tenants
Ancillary income
Other property related income
Management fee income
Development fee income
Interest income
Other

Rental operation expenses:
Operating and maintenance
Real estate taxes
General and administrative
Interest
Impairment charge
Other expense
Depreciation and amortization

Income before equity in net income of joint ventures, gain on sale of joint

venture interests, minority equity investment, minarity interests, discontinued
operations and gain on disposition of real estate and real estate investments

Equity in net income of joint ventures
Gain on sale of joint venture interests
Equity in net income from minority equity investment

Income before minority interests, discontinued operations and gain on disposition

of reaf estate and reaf estate investments
Minority interests:

Minority equity interests

Preferred operating partnership minority interests

Operating partnership minority interests

income from continuing operations
Discontinued operations:

(Loss) income from operations

Gain on disposition of real estate, net

Income before gain on disposition of real estate and real estate investments
Gain on disposition of real estate and real estate investments

Net income

Net income applicable to common shareholders

Per share data:
Basic earnings per share data:
Income from continuing operations
{Loss) income from discontinued operations
Net income applicable to common shareholders
Diluted earnings per share data:
Income from continuing operations
(Loss) income from discontinued operations
Net income applicable to common shareholders

The accompanying notes are 2n integral part of these consalidated financial statements.

For the year ended December 31,
2002 2001
As adjusted {Note 1)
$254,084 $222,420
4,306 3579
69,228 59,437
1,928 1,789
1,625 1,187
10,145 11,285
2,229 2,828
5,905 6,425
5.396 6,031
354,846 314,981
43,506 34,078
43,113 36,083
29,392 24,374
76,236 80,358
- 2,895
76,802 62,942
269,049 240,730
85,797 74,251
32,769 17,010
- 1,550
118,566 92,811
{1,782) (8390)
(18,338) (19,081)
{1,450 (1,531)
(21,570} (21,502)
96,996 71,309
(2,731) 2,766
4,276 -
1,545 2,766
98,541 74,075
3,429 18,297
101,970 92,372
$ 69,368 65,110
$ 107 $ 113
0.02 0.05
$ 109 $ 118
$ 105 $ 112
0.02 0.05
$ .07 $ 117
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CONSOLIDATED STATEMENTS OF COMPREKENSIVE INCOME

{Dollars in thousands)
For the year ended December 31,

2002 2001
Net income $101,970 $92,372
Other comprehensive income {loss): »
Cumulative effect of FAS 133 transition adjustment - (1,433)
Change in fair value of interest rate swaps 7,586 {6,741)
7,586 (8,174)
Net comprehensive income $109,556 $84,198

The accompanying notes are an integral part of these consolidated financial statements.



CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

{Dotlars in thousands, except per share amounts as adjusted, Note 1)

Accumulated Accumulated  Uneamed
Distributions Other  Compensation  Treasury
Prefered  Common Paid in inExcessof  Defered  Comprehensive  Restricted Stock
Shares Shares Capital Netfncome  Obfigation Incomeffloss}  Stock at Cost Total

Balance, December 31, 2000 . $303750  $6,148 § 676,150  §(112357) § - % - $(1239) § (88702 $ 783,750
Issuance of 1,330,736 common shares for cash ~ underwritten offering - 133 18,687 - - - - - 18,820
Issuance of 80,633 common shares related to restricted stock plan - 8 1,066 - - - (860) - 214
Vesting of restricted stock - - - - - - 346 - 346
Issuance of 3,200,000 common shares for cash ~ underwritten offering - 320 571,325 - - - - - 57,645
Purchase of 37,207 common shares - - - - - - - (508) (508}
Cumulative effect of FAS 133 transition adjustment - - - - - (1,433) - - (1433)
Change in fair value of interest rate swaps _ - - - - - (6,741) - - (6,741)
Net income ) - - - 92,372 - - - - 92372
Dividends declared - common shares o - - - (83,190) - - - - (83,190)
Dividends declared - preferred shares ' - - - (27,261) - - - - (27,261)
Batance, December 31, 2001 : 303,750 6,609 753,228 {130,436} - 8174)  (1,783) (89,2100 834,014
Issuance of 1,155,661 common shares for cash related

to exercise of stock options and dividend reinvestrment plan - 116 17,769 - - - - - 17,885
fssuance of 120,208 common shares related to restricted stock plan - 12 2,380 - - ~ (1914) - 478
Vesting of restricted stock ‘ - - - - - - 556 - 556
Issuance of 1,747,378 comman shares for cash - undervritten offering - 175 3287 - - - - - 33,062
Issuance of 2,512,778 common shares in exchange for real estate property - 251 48,989 - - - - - 43,240
Issuance of 1,604,768 common shares in exchange for redemption

of preferred operating partnership units - 161 31,938 - - - - - 32,100
Issuance of 13,729 common shares upon exercise of put warrant - 1 - - - - - - 1
Issuance of Class F preferred shares for cash - underwritteﬁ offering 150,000 - {5,405) - - - - - 144,595
Redemption of preferred shares {149,750) - 5,544 {5,544) - - - - (149,7%0)
Purchase of 547 cammon shares o - - - - - - - {1 (10
Change in fair value of interest rate swaps ' oo - - - - - 7,586 - - 7,586
Net income o - - - 101,970 - - - - 101,970
Dividends dectared - common shares L - - - (99,079) - - - - (99079
Dividends declared! ~ preferred shares ‘ - - - {21018) - - - - (27,076)
Balance, December 31, 2002 R 304000 7325 887,321 {160,165) - (588)  (3,111) {89,221) 945561
Issuance of 2,444,103 common shares for cash related

to exercise of stock options and dividend reinvestment plan - 245 39,334 - 715719 - - (28,729) 18,429
Issuance of 103,139 common shares related to restricted stock plan - 9 2,271 - - - (1,825) - 455
Vesting of restricted stock S - - - -8 -1 (757) 1,044
Issuance of 17,998,079 common shares and 2,000,000 vbting prefered

shares associated with the JON merger o 50000 1800 380,126 - - - - - 43192
Issuance of Class G and H preferred shares for cash - underwritten offerings 385,000 - (13,540) - - - - 371,460
Redemption of preferred operating partnership units and preferred shares  {204,000) - 5720 (10,710) - - - - {208,950)
Change in fair value of interest rate swaps - - - - - 47 - - 47
Net income ’ - - - 240,261 - - - - 240,261
Dividends declared - common shares . - - - (145,077 - - - - {14507
Dividends declared - preferred shares . - - - {41,046) - - - - (41,046)
Balance, December 31, 2003 o $535000  §9379  $1,301232  $(11673N  $8336  § (%41)  §(3892)  S(11870N  $1614070

The accompanying notes are an integral part of these consolidated financial stqtmﬁts
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CONSOLIDATED STATEMENTS OF CASH FLOWS

: For the year ended December 31,
(Dollars in thousands} :

2002 200t
Cash flow operating activities:
Net income $101,970 $92,372
Adjustments to reconcile net income to net cash flow provided by operating activities:
Depreciation and amortization 78,368 64,493
Amortization of deferred finance costs 3,832 2,422
Equity in net income of joint ventures (32,763) (17,010
Gain on sale of joint venture interests - -
Equity in net income from minority equity investment - (1,550)
Cash distributions from joint ventures 37,481 23,520
Cash distributions from minority equity investment ~ 12,264
Preferred operating partnership minority interest expense 18,338 19,081
Operating partnership minority interest expense 1,450 1,531
Gain on disposition of real estate and real estate investments and impairment charge, net (2,975) (18,287)
Net change in accounts receivable (8,698) (7,869)
Net change in accounts payable and accrued expenses 12,107 (742)
Net change in other operating assets and liabilities 1,635 4,111
Total adjustments 108,769 81,954
Net cash flow provided by operating activities 210,739 174,326
Cash flow from investing activities:
Real estate developed or acquired, net of liabilities assumed (316,388) (106,623)
Increase in restricted cash - -
Consolidation of joint venture interests - -
Equity contributions to joint ventures (20,658) (16,240)
{Advances to) repayment of joint ventures 550 9,003
Repayment (issuance) of notes receivable, net (21,559) 4,311
Proceeds resulting from contribution of properties to joint ventures and repayments of advances from affiliates 25,108 Co-
Proceeds from sale and refinancing of joint venture interests 20,547 L -
Praceeds from disposition of reat estate and real estate investments 32,403 71,567 .
Net cash flow used for investing activities (279,997) (37,982)
Cash flow from financing activities:
(Repayment of) proceeds from revolving credit facilities and term loans, net 44,250 (66,630)
Proceeds from term loan - ~
Proceeds from construction loans and other mortgage debt 188,921 221,135
Principal payments on rental property debt (51,456) (134,663)
Repayment of senior notes (28,000 {86,700)
Proceeds from issuance of medium term notes, net of underwriting commissions '
and $524 and $229 of offering expenses paid in 2003 and 2002, respectively 17,021 ~
Payment of deferred finance costs {bank borrowings) (5,316} (1,612)
Proceeds from the issuance of common shares, net of underwriting commissions B
and $119 and $177 of offering expenses paid in 2002 and 2001, respectively 33,052 57,644
Proceeds from issuance of preferred shares, net of underwriting commissions
and $1,412 and $540 of offering expenses paid in 2003 and 2002, respectively 144,595 -
Redemption of preferred shares {149,750} - -
Redemption of preferred operating partnership units - -
Repurchase of operating partnership minority interests (2,269) -
Proceeds from the issuance of common shares in conjunction with exercise of ’
stock options, 401(k) plan, dividend reinvestment ptan and restricted stock plan 18,919 18,981
Purchase of treasury stock (11 (508)
Distributions to preferred and operating partnership minority interests (20,555) {20,953)
Dividends paid {122,841) (108,212)
Net cash (used for) provided by financing activities 66,560 (121,518)
(Decrease) increase in cash and cash equivalents {2,698) 14,826
Cash and cashequivalents, beginning of year 19,069 4,243
Cash and cash equivalents, end of year $ 16,371 $ 19,069 .

The accompanying notes are an integral part of these consolidated financial statements.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business _

Developers Diversified Realty Corporation, subsidiaries and related reat estate joint ventures (the “Company” or “DDR"), are engaged in the business of acquiring,
expanding, owning, developing, managing and operating shopping centers, enclosed malls and business centers. The Company's shopping centers are typically
anchored by two or more national tenant anchors {Wal-Mart, Kohl's, Target), home improvement stores (Home Depot, Lowe's) and two or more medium sized
big-box tenants (Bed Bath & Beyond, T.J. Maxx/Marshalls, Best Buy, Ross Stores), which generally offer day-to-day necessities, rather than high-priced luxury
items. At December 31, 2003, the Company owned 346 shopping centers in 44 states. The tenant base primarily includes national and regional retail chains
and local retailers. Consequently, the Company's credit risk is conceht_rated in the retail industry,

The Company's and JON Reatty Corporation's (“JON") shareholders approved a definitive merger agreement pursuant to which JON shareholders received
0.518 common shares of DDR in exchange for each share of JON common stock on March 13, 2003, The transaction valued JON at approximately $1.1 billion,
which included approximately $606.2 million of assumed debt at fair market value and $50 million of voting preferred shares. Through this merger, DOR acquired
102 retail assets aggregating 23 million square feet including 16 development properties comprising approximately six miltion square feet of total GLA.

Revenues derived from the Company's largest tenant, Wal-Mart, aggregated 4.9%, 4.6% and 4.9% of total revenues for the years ended December 31, 2003,
2002 and 2001, respectively. The total percentage of Company-owned gross leasable area (“GLA") attributed to Wal-Mart was 5.8% at December 31, 2003.

The Company’s ten largest tenants comprised 23.1%, 20.5% and 21.18‘% of total revenues for the years ended December 31, 2003, 2002 and 2001, respectively,
including revenues reported within discontinued operations. Management believes the Company's portfolio is diversified in terms of location of its shopping centers
and its tenant profile. Adverse changes in general or local economic conditions could result in the inability of some existing tenants to meet their lease obligations
and could otherwise adversely affect the Company's ability to attract or retain tenants. During the three year period ended December 31, 2003, 2002 and 2001,
certain national and regional retailers experienced financial dufhculhes and several filed for protection under bankruptcy laws. The Company does not believe that
these bankruptcies will have a material impact on the Company's financial position, results of operations, or cash flows.

Principles of Consolidation

Through December 31, 2003, all majority-owned subsidiaries and affiliates where the Company has financial and operating control are included in the consolidated
financial statements. Al significant intercompany balances and transactions have been eliminated in consolidation. Investments in real estate joint ventures and
companies for which the Company has the ability to exercise significant influgnce over, but does not have financial or operating control, are accounted for using
the equity method of accounting. Accordingly, the Company's share of the earnings of these joint ventures and companies is included in consolidated net income.



Statement of Cash Flows and Supplemental Disclosure of Non-Cash Investing and Financing information

The Company considers ali highly liquid investments with an criginal maturity of three months or less to be cash equivalents. At December 31, 2003, the Company

had restricted cash of $99.3 million, which was being held in a qualified escrow account for the purposes of completing a like-kind exchange transaction.
Non-cash investing and financing activities are summarized as follows (in millions):

For the year ended December 31,

2002 2001
Issuance of common shares and preferred shares in conjunction with the acquisition
of shopping centers including the merger of JON $49.2 y -
Contribution of net assets to joint ventures 23.6 -
Consolidation of the net assets (excluding mortgages as disclosed below) of joint
ventures and minority equity investment previously reported on the equity method
of accounting 152.8 2771
Mortgages assumed, shopping center acquisitions, merger of JDN and consolidation
of joint ventures and a minority equity investment 9.7 147.6
Liabilities assumed with the acquisition of shopping centers and the merger of JON - -
Dividends declared, not paid 25.4 22.1
Fair value of interest rate swaps 04 8.2
Fair value of reverse interest rate swaps 7.3 -
Warrant exercise and share issuance for preferred operating partnership unit redemption 32.1 -
Stock for stock option exercises - -
Accounts payable related to construction in progress 3.2 0.8

The foregoing transactions did not provide or use cash and, accordingly, they are not reflected in the consolidated statements of cash flows.

Real Estate
Real estate assets held for investment are stated at cost less accumulated depreciation, which, in the opinion of management, is not in excess of the individual
property’s estimated undiscounted future cash flows, including estimated proceeds from disposition.

Depreciation and amortization are provided on a straight-line basis over the estimated useful lives of the assets as follows:

Buildings . Useful tives, generally 31.5 years
Furniture/Fixtures and Tenant Improvements Useful lives, which

approximate lease terms,

where applicable

Depreciation and amortization expense from continuing operations was $94.4 million, $76.8 million and $62.9 million for the years ended December 31, 2003,
2002 and 2001, respectively. Expenditures for maintenance and repairs are charged to operations as incurred. Renovations, which improve or extend the life
of the assets, are capitalized. Included in land at December 31, 2003, was undeveloped reaf estate, generafly outlots or expansion pads adjacent to shopping
centers owned by the Company (excluding shopping centers owned through joint ventures), and excess land of approximately 500 acres.

Construction in progress includes shopping center developments and significant expansions and redevelopments. The Company capitalizes interest on funds
used for the construction, expansion or redevelopment of shopping centers, including funds advanced to or invested in joint ventures with qualifying development
activities. Capitalization of interest ceases when construction activities are completed and the property is available for occupancy by tenants. For the years ended
December 31, 2003, 2002 and 2001, the Company capitalized interest of $11.5 million, $9.2 million, and $12.9 million, respectively. In addition, the Company
capitalized certain construction administration costs of $5.1 million, $4.3 million and $3.3 mitiion in 2003, 2002 and 2001, respectively.



Purchase Price Accounting

Upon acquisition of properties, the Company estimates the fair value of acquired tangible assets, consisting of land, building and improvements, and, if determined
to be material, identified intangible assets generally consisting of the fair value of (i) above and below market leases, (ii) in-place leases and (iii) tenant refationships.

~ The Company allocates the purchase price to assets acquired and liabilities assumed based on their relative fair values at the date of acquisition pursuant

to the provisions of Statement of Financial Accounting Standards (“SFAS™) No. 141, Business Combinations. in estimating the fair valug of the tangible and

intangible assets acquired, the Company considers information obtained about each property as a result of its due diligence, marketing and leasing activities,

and utilizes various valuation methods, such as estimated cash fiow projections utilizing appropriate discount and capitalization rates, estimates of replacement

costs net of depreciation, and available market information. Depending upon the size of the acquisition, the Company may engage an outside appraiser to

perform a valuation of the tangible and intangible assets acquired. The fair value of the tangible assets of an acquired property considers the value of the

property as if it were vacant.

Above-market and below-market lease values for acquired properties are recorded based on the present value (using a discount rate which reflects the risks
associated with the leases acquired) of the difference betwsen (i) the contractual amounts to be paid pursuant to each in-place lease and (i) management's
estimate of fair market lease rates for each corresponding in-place lease, measured over a period equal to the remaining term of the lease for above-market leases
and the initial term plus the term of any below-market fixed rate renewal options for below-market leases. The capitalized above-market lease values are amortized
as a reduction of base rental revenue over the remaining term of the respective leases, and the capitalized befow-market lease values are amortized as an increase
to base rental revenue over the remaining initial terms plus the terms of any below-market fixed rate renewal options of the respective leases.

The total amount of infangible assets allocated to in-place lease values and tenant relationship values is based upon management's evaluation of the specific
characteristics of the acquired lease portfolio and the Company’s overall relationship with anchor tenants. Factors considered in the allocation of these values
include the nature of the existing relationship with the tenant, the expectation of lease renewals, the estimated carrying costs of the property during a hypothetical
expected |ease-up period, current market conditions and costs to execute similar leases, among other factors. Estimated carrying costs include real estate taxes,
insurance, other property operating costs and estimates of lost rentals at market rates during the hypothetical expected lease-up periods, based upon management's
assessment of specific market conditions.

The value of in-places leases including origination costs is amortized to expense over the estimated weighted average remaining initial term of the acquired
lease portfolio. The value of tenant relationship intangibles is amortized to expense over the estimated initial and renewal terms of the lease portfolio; however,
no amortization period for intangible assets will exceed the remaining depreciable life of the building. <

In the event that a tenant terminates its lease, the unamortized portion of each intangible, including lease origination costs, in-place lease values and tenant
refationship values, would be charged to expense.

Intangible assets associated with property acquisitions are included in other assets in the Company’s consolidated balance sheets,

Impairment of Long-Lived Assets
Effective January 1, 2002, the Company adapted the provisions of SFAS No. 144 (“SFAS 144"), “Accounting for the impairment or Disposal of Long Lived Assets.”
This standard superseded SFAS No. 121, “Accounting for the Impairment of Long Lived Assets and for Long Lived Assets to be Disposed Of," but also retained its
basic provisions requiring (i) recognition of an impairment loss of the carrying amount of a long lived asset if it is not recoverable from its undiscounted cash flows
and (ii) measurement of an impairment loss as the difference between the carrying amount and fair value for assets to be held and used. If an asset is held for
sale, it is stated at fair value less cost to sell. However, SFAS 144 also describes a probability-weighted cash flow estimation approach to deal with situations in
which aiternative courses of action to recover the carrying amount of a long lived asset are under consideration, or where a range is estimated. The determination
of undiscounted cash flows requires significant estimates made by management and considers the expected course of action at the balance sheet date.
Subsequent changes in estimated undiscounted cash flows arising from changes in anticipated actions could impact the determination of whether an
impairment exists. '

Management reviews its long-lived assets used in operations for impairment when there is an event or change in circumstances that indicates an impairment
in value. An asset is considered impaired when the undiscounted future cash flows are not sufficient to recover the asset's carrying value. If such impairment is
present, an impairment loss is recognized based on the excess of the carrying amount of the asset over its fair value. The Company records impairment losses
and reduces the carrying amounts of assets held for sale when the carrying amounts exceed the estimated selling proceeds less the costs to sell.
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Deferred Financing Costs
Costs incurred in obtaining long-term financing are included in deferred charges in the accompanying consolidated balance sheets and are amortized
over the terms of the related debt agreements. Such amortization is reflected as interest expense in the consolidated statements of operations.

Revenue Recognition

Minimum rents from tenants are recognized using the straight-line method. Percentage and overage rents are recognized after a tenant's reported sales have
exceeded the applicable sales breakpoint set forth in the applicable lease. Revenues associated with tenant reimbursements are recognized in the period in which
the expenses are incurred based upon the tenant fease provision. Management fees are recorded in the period earned. Ancillary and other property related income,
which includes the leasing of vacant space to temparary tenants, is recognized in the period earned. Lease termination fees are included in other income and
recognized upon termination of a tenant’s fease.

Accounts Receivable

Accounts receivable, other than straight-line rents receivable, are expected to be collected within one year and are net of estimated unrecoverable amounts of
approvimately $10.0 million and $5.3 million at December 31, 2003 and 2002, respectively, At December 31, 2003 and 2002, straight-line rents receivable,
net of a provision for uncollectible amounts, aggregated $21.6 million and $19.0 million, respectively.

Disposition of Real Estate and Real Estate Investments

Disposition of real estate relates to the sale of outlots and tand adjacent to existing shopping centers, shopping center properties and real estate investments.
Gains from sales are generally recognized using the full accrual method in accordance with the provisions of SFAS No. 66 “Accounting for Real Estate Sales,”
provided that various criteria relating to the terms of sale and any subsequent involvement by the Company with the properties sold are met. ,

The Company adopted the provisions of SFAS 144 effective January 1, 2002. In addition to addressing the impairment of long-lived assets, it also addresses
financial accounting and reporting for the impairment or disposal of long-lived assets. it retains the basic provisions for presenting discontinued operations in
the income statement but broadened the scope to include a component of an entity rather than a segment of a business. Pursuant to the definition of a
component of an entity in the SFAS 144, assuming no significant continuing involvement, the sale of a retail or industrial operating property is now considered
a discontinued operation. in addition, properties classified as held for sale are also considered a discontinued operation. The Company generally considers assets |
to be held for sale when the transaction has been approved by the appropriate level-of management and there are no known significant contingencies relating to
the sale such that the property sale within one year is considered probable. Accordingly, the results of operations of properties disposed of, or classified as held
for sale after January 1, 2002, for which the Company has no significant continuing invoivement are reflected as discontinued operations. Properties classified
in this manner, were reclassified as such in the accompanying Statements of Operations for each of the three years ended December 31, 2003. Interest expense,
which is specifically identifiable to the property, is used in the computation of interest expense attributable to discontinued operations. Consolidated interest -.
at the corporate level is allocated to discontinued operations pursuant to the metheds prescribed under EITF 87-24, generally based on the proportion of net
assets disposed.

General and Administrative Expenses .

General and administrative expenses include internal leasing and legal salaries and related expenses associated with the releasing of existing space, which
are charged to operations as incurred,
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Stock Option and Other Equity-Based Plans ‘

The Company has stock-based employee compensation plans, which are described more fully in Note 18 to the consolidated financial statements. The Company
applies APB 25, “Accounting for Stock Issued to Employees™ in accounting for its plans. Accordingly, the Company does not recognize compensation cost for stock”
options when the option exercise price equals or exceeds the market value on the date of the grant. No stock-based employee compensation cost for stock options
is refiected in net income, as all options granted under those plans had an exercise price equal to the market value of the underlying commen stock on the date of
grant. The Company records compensation expense related to its restricted stock plan and its performance unit awards. The following table illustrates the effect
on net income and earnings per share if the Company had applied the fair value recognition provisions of SFAS 123 “Accounting for Stock-Based Compensation,”
to stock-based employee compensation (in thousands, except per share data).

Year ended December 31,

') 2001
Net income, as reported $101,970 $92,372
Add: Stock-based employee compensation included in reported net income 2,215 1,161

Deduct: Total stock-based employee compensation expense determined under fair
value based method for all awards (2,515) (2,137)

$101,670  $91,3%

Earnings per share:
Basic - as reported $ 1.09 $ 1.18
Basic - pro forma $ 108 § 116
Diluted - as reported $ 107 $ 117
Diluted - pro forma § 107 $ 115

Interest and Real Estate Taxes
Interest and real estate taxes incurred during the development and significant expansion of shopping centers are capitalized and depreciated over the life of
the building. Interest paid during the years ended December 31, 2003, 2002 and 2001, aggregated $98.2 million, $84.7 million and $96.8 million, respectively,

Goodwill

Effective January 1, 2002, the Company adopted SFAS 142, “Goodwill and Other Intangible Assets.” SFAS 142 requires that intangible assets not subject to
amortization and goodwill be tested for impairment annually, or more frequently if events or changes in circumstances indicate that the carrying value may not be
recoverable. Amortization of goodwill, including such assets associated with joint ventures acquired in past business combinations, ceased upon adoption. Thus, -
no amortization for such goodwill was recorded to the equity in net income of joint ventures line item in the accompanying Consolidated Statements of Operations
for the fiscal year ended December 31, 2003 and 2002, compared to $0.3 milion for the year ended December 31, 2001, Goodwill is included in the balance
sheet caption Advances to and Investments in Joint Ventures in the amount of $5.4 million as of December 31, 2003 and 2002.

For equity method investments, SFAS 142 requires that impairment tests are performed in accordance with the guidance in Accounting Principles Board
Opinion No. 18, “The Equity Method of Accounting for Investments in Common Stock” (*APB 18"). This guidance requires that a loss in value of an investment
which is other than a temporary decfine be recognized in the period it occurs. The Company evaluated the goodwill related to its joint venture investments for
impairment and determined that it was not impaired as of December 31, 2003 and 2002,

Intangible Assets

Finite lived intangible assets comprised of management contracts, associated with the Company's acquisition of a joint venture, are stated at cost less amortization

calculated on 4 straight-line basis aver 15 years. Intangible assets are included in the balance sheet caption Advances to and investments in Joint Ventures in

the amount of $3.2 million and $3.5 million as of December 31, 2003 and 2002, respectively. The 15-year life approximates the expected turnover rate of the
original management contracts acquired.

The estimated amortization expense associated with the management company finite lived intangible asset for each of the five succeeding fiscal years is
approximately $0.3 miltion per year.
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Investments

Investments are classified as held to maturity when management has the positive intent and ability to hold the investments to maturity. Investments held to
maturity are carried at amortized cost. As of December 31, 2003 and 2002, the Company classified one asset as held to maturity, an investment in bonds in
the amount of $7.3 miltion (Note 5). This investment in bonds bears interest at 7.125% and is due Aprit 1, 2021 subject to optional and mandatory
redemption prior to maturity.

Advances to and Investments in Joint Ventures
To the extent that the Company contributes assets to a joint venture, the Company's investment in joint venture is recorded at the Company's cost basis in the
assets, which were contributed to the joint venture. To the extent that the Company’s cost basis is different than the basis reflected at the joint venture level,
the basis difference is amortized over the life of the related asset and included in the Company’s share of equity in net income of joint venture. In accordance
with the provisions of Statement of Position 78-9 “Accounting for Investments in Real Estate Ventures,” the Company recognizes gains on the contribution of
real estate to joint ventures, refating solely to the outside partner’s interest, to the extent the economic substance of the transaction is a sale.

For equity method investments, SFAS 142 requires that impairment tests are performed in accordance with the guidance in APB 18. This guidance requires
that a loss in value of an investment which is other than a temporary decline be recognized in the period it occurs, The Company evaluated advances to and
investments in joint ventures for impairment and determined that these investments are not impaired as of December 31, 2003,

Treasury Stock : N
The Company's share repurchases are reflected as treasury stock utilizing the cost method of accounting and are presented as a reduction to consolidated
shareholders' equity. '

Hedge Accounting
On January 1, 2001, the Company adopted SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities,” as amended (referred to hereafter
as SFAS 133), which requires all derivative instruments to be carried at fair value on the balance sheet. At that time, the Company designated all of its interest
rate swaps as cash flow hedges in accordance with the requirements of SFAS 133,

In accordance with the transition provisions of SFAS 133, the Company recorded a cumulative effect adjustment of approximately $1.4 million in 2001 as
an Other Comprehensive Loss with an offset to Other Liabilities on the consolidated balance sheet, relating to the fair value of the hedging instruments designated
as cash flow hedges.

Guarantees .

On January 1, 2003, the Company adopted FASB Interpretation No. 45 (“FIN 45"), “Guarantor's Accounting and Disclosure Requirements for Guarantees,
Inchuding Indirect Guarantees of Indebtedness of Others.” The Company assesses any guarantees and its obligations under any guarantees entered into by
the Company since the adoption of this interpretation, Significant guarantees that have been entered into by the Company are disclosed in Note 12 to the
consolidated financial statements,
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New Accounting Standards

FIN 46

In January 2003, the FASB issued FIN 46 (or “Interpretation™), “Consolidation of Variable Interest Entities.” This Interpretation was revised in December 2003. ¢
The objective of this Interpretation is to provide guidance on how to identify a variable interest entity {“VIE") and determine when the assets, liabilities, non-controlling
interest, and results of operations of a VIE need to be included in 4 company's consolidated financial statements. A company that holds a variable interest in an
entity will need to consolidate the entity if the company's interests in the VIE is such that the company witl absorb a majority of the VIE's expected losses and/or
receive a majority of the entity's expected residual returns, if they occur. FIN 46 also requires additional disclosure by primary beneficiaries and other significant
variable interest holders. The disclosure provisions of this Interpretation became effective upon issuance in January 2003, The consolidation requirements of this
Interpretation apply immediately to VIES created after January 31, 2003 and no later than the end of the first fiscal year o interim period ending after March 15, 2004
for public companies with non-special purpose entities that were created prior to-February 1, 2003. The consolidation requirements of this Interpretation are
applicable to special purpose entities no later than the end of the first fiscal year or interim period ending after December 15, 2003.

During 2003, the Company evaluated four joint venture relationships established after January 31, 2003 and determined that these joint ventures did not
meet the standards under the Interpretation to be considered a VIE. v

In the third quarter of 2003, the Company disclosed that it was probable that its two taxable REIT subsidiaries accounted for on the equity method would be considered
VIEs under the Interpretation and the Company would be the primary beneficiary. However, in the fourth quarter of 2003 these two entities were merged and the
outside interests in these entities were purchased by the Company. The merged entity was consolidated in the fourth quarter and will continue to be consolidated
upon the adoption of FIN 46.

The Company is in the process of evaluating all of its pre-existing joint venture relationships in order to determine whether the entities are VIES and whether the
Company is considered to be the primary beneficiary or whether it holds a significant variable interest. It is reasonably possible that the Company will consolidate five
entities that were previously accounted for under the equity method. Four of these entities represent investments in land located in Round Rock, Texas; Opelika,
Alabama; Jackson, Mississippi; and Monro, Louisiana, with combined real estate balances of $8.3 million as of December 31, 2003, and liabilities of $0.9 million.
The Company has a note receivable from one of these entities of approximately $0.7 million. The other entity to be consolidated is an operating shopping center
aroperty located in Martinsville, Virginia, in which DOR has a 50% interest, and loans of approximately $8.8 million. The total real estate of this entity is $31.6 mitlion
and the total debt is approximately $20 million. In the untikely event that all of the underlying assets of these five entities had no value and all other owners failed to
meet their obligations, the Company estimates that its maximum exposure to loss would approximate $10.4 milfion, primarily representing the net canying value of the
Company's investments in and advances to these entities at December 31, 2003, However, the Company expects to recover the recorded amounts of investments in these
entities. As the Company finalizes its evaluation of the impact of applying FIN 46, additional entities may be identified that would need to be consolidated by the Company.
SFAS No. 148 A
In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensation - Transition and Disclosure™ - an amendment of SFAS 123.
This statement amends SFAS 123, “Accounting for Stock-Based Compensation,” to provide alternative methods of transition for a voluntary change to the fair
value based method of accounting for stock-based employee compensation. In addition, SFAS 148 amends the disclosure requirements of SFAS 123 to require
prominent disclosures in both annual and interim financial statements about the method of accounting for stock-based employee compensation and the effect
of the method used on reported resuits. SFAS No. 148's transition guidance and provisions for annual disclosures are effective for fiscal years ending after
December 15, 2002. Finally, SFAS 148 amends APB 128, “Interim Financial Reporting” to require disclosures about those effects in interim financial information.
The provisions for interim period disclosures are effective for financial reports that contain financial statements for interim periods beginning after December 15, 2002.
Accordingly, the Company provided the appropriate disclosure for the interim periods in 2003.

SFAS No. 149

In April 2003, the FASB issued SFAS No. 149, “Amendment of Statement 133 on Derivative Instruments.” This statement amends and clarifies financial accounting
and reporting for derivative instruments, including certain derivative instruments embedded in other contracts and for hedging activities under SFAS No. 133.
The new standard is effective for contracts entered into or modified after June 30, 2003. The provisions of this statement that relate to SFAS 133 implementation
issues that have been effective prior to January 1, 2003 have been adopted by the Company, as applicable. The adoption of this pronouncement did not have a
material impact on the Company's financial position, results of operations, or cash flows.
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SFAS No. 150

In May 2003, the FASB issued SFAS 150, “Accounting for Certain Financial Instruments with Characteristics of Both Liabilities and Equity.” This Statement
establishes standards for how an issuer classifies and measures certain financial instruments with characteristics of both liabilities and equity. 1t requires that
an issuer classify a financial instrument that is within its scope as a fiability {or an asset in some circumstances) because the financial instrument embodies an
obligation of the company. This statement is effective for financial instruments entered into or modified after May 31, 2003, and otherwise is effective at the
beginning of the first interim period beginning after June 15, 2003, excluding certain mandatorily redeemable noncontrolling inierests, for which the classification
and measurement provisions of this statement have been deferred indefinitely pursuant to FASB Staff Position 150-3. The adoption of this pronouncement did not
have a material impact on the Company’s financial position, results of operations, or cash flows.

EITF Topic No. D-42 ' :

In July 2003, the provisions of EITF Topic No. D-42 were clarified, “The Effect on the Calculation of Earnings per Share for the Redemption or Induced
Conversion of Preferred Stock (“Topic No. D-42")." This clarification states that for the purposes of calculating the excess of fair value of the consideration
transferred to the holders of the preferred stock over the carrying amount of the preferred stock in a registrant’s balance sheet, the carrying amount of the
preferred stock should be reduced by the issuance costs of the preferred stock, regardless of where in the stockholders' equity section those costs were initially
classified on issuance. This clarification of Topic No. D-42 was adopted retroactively in these financial statements, which reflect a charge to net income applicable
to common shareholders of $5.5 million, or $0.09 per share, for the year ended December 31, 2002, The $5.5 million charge represents the original issuance
costs associated with the redemption of preferred stock in the second quarter of 2002 These costs were originally classified in additional paid in capital.

n 2003, the Company also recorded charges aggregating $10.7 million for the year ended December 31, 2003, representing the original issuance costs
associated with the redemption of preferred stock and preferred OP Units (Note 13).

SAB'No. 104

In December 2003, the Staff of the Securities and Exchange Commission ("SEC") issued Staff Accounting Bulletin No, 104 (“SAB 104"}, “Revenue Recogniticn,”
which supersedes SAB 101, Revenue Recognition in Financial Statements. SAB 104's primary purpose is to rescind accounting guidance contained in SAB 101
related to multiple element revenue arrangaments, superseded as a result of the issuance of EITF-00-21, “"Accounting for Revenue Arrangements with Multiple
Deliverables.” Additionally, SAB 104 rescinds the SEC's Revenue Recognition in Financial Statements Frequently Asked Questions and Answers (the FAQ) issued
with SAB 101 that had been codified in SEC Topic 13, “Revenue Recognition.” Selected portions of the FAQ have been incorporated into SAB 104. While the
wording of SAB 104 has changed to reflect the issuance of EITF 00-21, the revenue recognition principles of SAB 101 remain largely unchanged by the issuance
of SAB 104. The Company does not expect this bulletin to have a material impact on its financial position, results of operations or cash flows.

Reclassification
Certain reclassifications have been made to the 2002 and 2001 financial statements to conform to the 2003 presentation.

Use of Estimates in Preparaﬁon of Financial Statements

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that
affect the reported amount of assets and liabilities, the disclosure of contingent assets and liabilities and the reported amounts of revenues and expenses during
the year. Actual results could differ from those estimates.
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2. ADVANCES TO AND INVESTMENTS IN JOINT VENTURES

Combined condensed financial information of the Company's joint
venture investments is summarized as follows (in thousands):

December 31,

Combined balance sheets 2002
Land $ 368,520
Buildings 1,219,947
Fixtures and tenant improvements 24,356
Construction in progress 91,787
1,704,610
Less: accumulated depreciation (153,537)
Real estate, net 1,551,073
Receivables, net 64,642
investment in joint ventures 12,147
Leasehold interests 26,677
Other assets 80,285
$1,734,824
Mortgage debt $1,129,310
Amounts payable to DOR 106,485
Amounts payable to other partners 71,153
Other liabilities 61,898
1,368,846
Accumulated equity 365,978
' $1,734,824
Company's proportionate share of accumulated equity $ 122777

For the year ended December 31,

Combined statements of operatiohs 2002 201
Revenues from operations $217,355  $203,182
Rental operation expenses 78,124 66,878
Depreciation and amortization expense 33,326 29,082
Interest expense 68,126 65,204
179,576 161,164
Income before gain {loss) on sales of real estate and
real estate investments and discontinued operations 37,779 42,018
Gain (loss) on sales of real estate and investments 6,098 (97)
tncome from continuing operations 43877 41,921
Discontinued operations:
Income from discontinued operations, net of tax 6,170 9,368
~ Qain on sale of discontinued operations, net of tax 55,513 -
61,683 9,368
Net income $105560  $ 51,289
Company’s proportionate share of net income $ 34,724 $ 18274
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The Company has made advances to several partnerships in the form of notes receivable, which accrue interest at rates ranging from LIBOR plus 1.00%
to fixed rate ioans of 12%. Maturity dates range from payment on demand to November 2005. Included in the Company's accounts receivable is approximately
$0.3 million at December 31, 2002, due from affiliates related to construction receivables (none at December 31, 2003).

Advances to, and investments in, joint ventures include the following items, which represent the difference between the Company's investment and its
proportionate share of the joint ventures' underlying net assets (in millions):

For the year ended
December 31,

2002

Basis differentials*

Deferred development fees, net of portion :
relating to the Company’s interast g {3.1)

Basis differential upon transfer of assats* i : (209)
Notes receivable from investments

* Basis differentiaks occur primarily when the Company has purchased interests i existing joint ventures at fair market velues, which
differ from their proportionate shase of the histarical net assets of the joint ventures, In addition, certain acquisition, transaction and
other costs, inchuding capitalized interest, may not be reflected in the net assets at the joint venture level, Basis diftesentials upon
transfer of assets is primarily associated with assets previously owned by the Company which have been transferred into a joint venture
at fair value. This amount represents the aggregate difference between the Company's historical cost basis and the basis reflected at the
joint venture level. Certain basis differentials indicated above are amartized over the life of the relafed assed. Differences in income also
accur when the Company acquires assets from join! ventures. The Company's prapartianate share of gains recardad at the joint venture
level associated with assets acquired by the Company which approximated $0.9 million for the year ended December 31, 2002, were
eliminated by the Company when recording fts share of the joint venture income. The difference between the Company's share of net
income, 28 reported above, ang the amounts included in the consolidated statements of operations is attributabla to the amertization
of such basis differentials and defesred gain,

Service fees earned by the Company through management, leasing, development and financing activities performed related to the Company's joint ventures
are as follows (in millions):

For the year ended
December 31,

2002 2001 /
Management fees $7.3 $7.3 ’
Financing and guarantee fees 0.3 0.2
Development fees and leasing commissions 33 3.0
[nterest income 3.7 48
Disposition fees 0.6 -
Sponsor fees* - -

Structuring fees

* eamed by an equity affiliate.

Included in the joint venture net income in 2003 is a gain associated with the early extinguishment of debt of approximately $4.2 million of which the
Company's proportionate share approximated $3.4 million.
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Formation of Joint Ventures

Macquarie DDR Trust

In November 2003, the Company closed a transaction pursuant to which the Company formed an Australian based Listed Praperty Trust, Macquarie DDR Trust
(*MDT"), with Macquarie Bank Limited (ASX: MBL), an international investment bank, advisor and manager of specialized real estate funds in Australia, MDT
will focus on acquiring ownership interests in institutional-quality community center properties in the U.S. The aggregate purchase value (assuming 100% ownership)
of the initial portfolio of eleven assets previously owned by DDR and its joint ventures and acquired by MDT is approximately $730 million. MDT operates with

a leverage ratio of approximately 50%.

MDT, which was listed on the Australian Stock Exchange during November 2003, owns an 81.0% interest in the eleven asset portfolio. DDR retained a 14.5%
effective ownership interest in the assets and MBL owns the remaining 4.5%. DDR remains responsible for all day-to-day operations of the properties and will
receive fees for property management, leasing, construction management, acquisitions, due diligence, dispositions (including outparcel sales), and financing.
Through their joint venture company, DDR and MBL will also receive base asset management fees and incentive fees based on the performance of MDT.

DDR recorded fees aggregating $6.7 million in 2003 in conngction with the structuring, formation and operation of the MDT joint ventures.

It is anticipated that an additional asset in Minneapolis, MN (Coon Rapids - Inner Quadrant) will be sold to MDT after construction and leasing are completed,
subject to the satisfaction of MDT's investment criteria and the availability of financing. MDT has a two year right of first offer on twenty pre-determined joint venture
and wholly-owned assets currently in DDR's portfolio. This right of first offer only applies if DDR determines that it will pursue the sale of these assets. MDT also
is expected to pursue acquisitions of additional stabilized, institutional-quality community center properties.

DDR received approximately $135 million in cash and retained a $53 million equity investment in the joint venture, which represents DDR's 14.5% effective
ownership interest. MDT is funded with approximately $370 million in debt, which is approximately 50% of total asset value. The interest rate for this debt was
generally structured with 80% fixed and 20% floating. The new fixed rate financing has a weighted average interest rate of approximately 4.3% and the floating
rate debt has a weighted average interest rate of approximately 3.5%. Approximately $42.0 miltion of the initial outstanding floating rate debt is financed under
MDT's $100 million secured revolving credit faciity.

The aggregate size of the MDT portfolio is approximately 5.4 million square feet of total GLA {of which 4.8 million is owned GLA), and the average size of the
eleven properties is approximately 490,000 square feet of total GLA. Prior to MDT’s acquisition, DDR held seven of the MDT portfolio assets in joint ventures.
These properties are focated in Boston {Framingham), Massachusetts; Chicago (Schaumburg), Ilinois; Minneapolis (Coon Rapids), Minnesota; Atlanta, Georgia;
Washington, D.C. {Fairfax, Virginia); Atlanta (Marietta), Georgia and Naples, Florida. The remaining four assets were wholly owned by DDR and located in St. Paul,
Minnesota; Kansas City (Independence), Missouri: Canton, Ohio and Cleveland (Nl Olmsted), Ohio. These properties are not included in discontinued operations as
the Company maintains continuing involvement through both its ownership interest and management activities. Included in equity in net income of joint ventures
is approximately $7.5 million of promoted income received from the Company's joint venture partners from the transfer of six of these properties. See discussion
in the Dispositions section later in this note describing the transfer of the interest in seven joint venture shopping centers and Note 16 describing the transfer of
four of the Company's shopping centers.

MDT is governed by a board of directors, which includes three members selected by DDR, three members selected by MBL and two independent members.
MDT's offering in Australia in November 2003 raised approximately $315 million, which equates to AUD $441.4 million.

See discussion in Note 1 relating to FIN 46 assessment of MDT and other related entities.

DDR Markaz

In May 2003, the Company completed the formation of DDR Markaz LLC, a joint venture transaction with an investor group led by Kuwait Financial Centre-Markaz
{a Kuwaiti publicly traded company). The Company contributed seven retail properties to the joint venture, The properties are located in Richmond, California;
Oviedo, Florida; Tampa, Florida; Highland, indiana; Grove City, Ohio; Toledo, Ohio and Winchester, Virginia. In connection with this formation, DDR Markaz LLC
secured $110 million, non-recourse, five year, secured financing at a fied interest rate of 4.13%. The Company retained a 20% ownership interest in these seven
properties and received cash proceeds of approximately $156 million, Proceeds from the transaction were used to repay variable rate indebtedness. The Company
recognized a gain of approximately $25.8 million relating to the sale of the 80% interest in these properties and deferred a gain of approximately $6.5 million
relating to the Company's 20% interest. These properties are not included in discontinued operations as the Company maintains continuing involvement through
both its ownership interest and management activities. The Company earns fees for asset management, property management, leasing, out-parcel sales and construction
management. See discussion in Note 1 relating to FIN 46 assessment.
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Coventry I}

In 2003, the Company and Coventry Real Estate Advisors (“CREA") announced the joint acquisition of the first property in connection with CREA's formation of
Coventry Real Estate Fund il (the “Fund™). The Fund was formed with several institutional investors and CREA as the investment manager. Neither the Company
nor any of its officers, own a common interest in this Fund or have any incentive compensation tied to this Fund. The Fund and DDR have agreed to jointly acquire
value-added retail properties in the United States. It is anticipated CREA will obtain $330 million of equity commitments to coinvest exclusively in joint ventures
with DDR, which is expected to contribute an additional 20%. The Fund will invest in a variety of well-located retail properties that present opportunities for value
creation, such as retenanting, market repositioning, redevelopment or expansion.

DDR will co-invest 20% in each joint venture and will be responsible for day-to-day management of the properties. Pursuant to the terms of the joint venture,
DDR will earn fees for property management, feasing and construction management. The Company also will earn a promoted interest, along with CREA, above 2
10% preferred return after return of capital to investors through a preferred interest in the Fund.

In June 2003, the Company formed a new joint venture with the fund, which acquired a 712,000 square foot center in Kansas City, Missouri for $48.4 million.
The Company's ownership interest in this joint venture is 20%. See discussion in Note 1 refating to FIN 46 assessment,

Acquisitions
in April 2003, the Company acquired its partner's 51% equity interest in a shopping center located in Suwanee, Georgia for approximately $18 miltion. The purchase
was funded through the issuance of 145,196 operating partnership units (“OP Units") valued at approximately $3.4 million. Upon acquisition, the Company
repaid the mortgage debt assumed of $28.6 million. Additionally, the Company acquired its partner's 50% equity interest in a shopping center located in Leawood,
Kansas for approximately $15.3 million of cash and the assumption of its partners share of $53 million of debt. .
fn conjunction with the merger of JDN, the Company acquired an interest in three joint ventures which own developable land and a 43% owned joint venture
which owned an operating shopping center, As discussed above, the Company subsequently acquired the 51% ownership interest in the operating shopping center.
In January 2003, the Company acquired a 67% interest in a 296,000 square foot shopping center in Phoenix, Arizona for an aggregate purchase price of
approximately $43.0 million of which the Company's proportionate share is approximately $28.8 milfion and a 25% interest in a 560,000 square foot shopping
center in Pasadena, California for a purchase price of $113.5 million of which the Company's proportionate share is approximately $28.4 million. The Company’s
equity interest in these properties is approximately $17.4 million and $7.1 million, respectively, net of assumed debt.

Dispositions

During 2003, one of the Company’s Retaif Value Program joint ventures, in which the Company has a 20% ownership interest, sold three west coast shopping
centers, a 103,000 square foot property located in suburban Sacramento, California, a 109,000 square foot property located in Fullerton, California and a
208,000 square foot property located in Bellingham, Washington for approximately $57.8 million recognizing a gain of approximately $16.1 miltion, of which
the Company's propartionate share was $2.6 million.

in June 2003, the Company's Community Centers VI joint venture, in which the Company has a 50% ownership interest, sold a 211,000 square foot shopping
center located in St. Louis, Missouri for approximately $22.0 million and recognized a gain of $5.2 million, of which the Company's proportionate share was
$2.6 million,

In April 2003, one of the Company's Retail Value Program jaint ventures, in which the Company has a 24.75% ownership interest, sold a 15,000 square foot
shopping center located in Kansas City, Missouri for approximately $2.6 mitlion and recognized a gain of $0.3 million, of which the Company’s proportionate
share was $0.1 million. :

In March 2003, the Company's Community Center Joint Venture, in which the Company owns a 20% equity interest, sold a 440,000 square foot shopping
center located in San Diego, California for approximately $95.0 million, recognizing a gain of $35.7 miltion of which the Company’s portion was $7.1 million.
In November 2003, the partners in this joint venture, including the Company, sold their interest in the joint venture which owned six assets to MDT for an aggregate
purchase price of $436.3 million, .

In November 2003, the Company and its joint venture partner sold their interest in a joint venture which owns a shopping center in Coon Rapids, Minnesota
(Note 17), to MDT for an aggregate purchase price of $61.3 million. Since the membership interests in the Company's Community Center Joint Venture
and Coon Rapids Joint Venture were transferred to MDT, the gain was recognized at the partnership level and accordingly are not reflected in the combined
statements of operations reflected above. The Company recognized a gain of $27.4 million on its partnership interests. However, since the Company retained
an effective 14.5% interest in MDT, the Company has deferred the recognition of $19.5 million of this gain.
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The aggregate gain recognized by the Company relating to the sale of its equity interest in these entities to MDT of $8.0 million is classified in gain on sale of joint
venture interests in the consolidated statement of operations.

The Company's joint venture agreements generally include provisions whereby each partner has the right to trigger a purchase or sale of its interest in the joint
ventures (Reciprocal Purchase Rights) or to initiate a purchase or sale of the properties (Property Purchase Rights) after a certain number of years or if either party
is in default of the joint venture agreements.

In addition, certain of the joint venture agreements include a provision whereby the Company's joint venture partners may convert afl, or a portion of, their
respective interest in such joint ventures into common shares of the Company. The terms of the conversion are set forth in the governing documents of such joint
ventures. However, if the joint venture partners elect to canvert their respective interest into common shares, the Company will have the option to pay cash instead
of issuing common shares. If the Company agrees fo the issuance of common shares, the agreement provides that the converting joint venture partner will execute
a lock-up arrangement acceptable to the Company.

In addition to the newly formed joint ventures discussed above, the Company's investments in the combined condensed statements above reflect the following:

Retail Value Fund

[n February 1998, the Company and an equity affiliate of the Company entered into an agreement with Prudential Real Estate Investors (“PREI") and formed
the Retail Value Fund (the “PREI Fund"). The PREI Fund’s ownership interests in each of the projects, unless discussed otherwise, are generally structured with
the Company owning (directly or through its interest in the management service company) a 24.75% limited partnership interest, PRE! owning a 74.25% limited
partnership interest and Coventry Real Estate Partners (“Coventry"), which is 79% owned by a consolidated entity of the Company at December 31, 2003, owning
{directly or through its interest in the management service company) a 1% general partnership interest. The PRE! Fund invests in retail properties within the
United States that are in need of substantial retenanting and market repositioning and may also make equity and debt investments in companies owning or
managing retai! properties as well as in third party development projects that provide significant growth opportunities. The retail property investments may
include enclosed malfs, neighborhood and community centers or other potential retail commercial development and redeveiopment opportunities.

The PREI Fund acquired six operating retail shopping centers in Kansas and Missouri in September 1999, One of these properties was sold in 2003. Also,
the PREI fund owns a 50% ownership in a property located in Deer Park, {llinois with the remaining 50% cwned by a third party. The PREI Fund redeveloped
a retall site in Long Beach, California that will be comprised of approximately 446,000 square feet of retail space. This center was substantially complete at
December 31, 2003. In September 2003, the PREI Fund purchased a 50% interest in a property located in Austin, Texas with the remaining 50% owned by
a third party. This center is substantially complete at December 31, 2003.

In 2000, the PREI Fund entered into an agreement to acquire several properties, located in western states from Burnham Pacific Properties, Inc. {*Burnham”)
with PREI owning a 79% interest, the Company owning a 20% interest and Coventry owning a 1% interest. As previously discussed above, three of these properties
were sold in 2003. Ten properties were initially acquired at an aggregate cost of approximately $280 million. The Company earns fees for managing and leasing
the properties. In addition, the Company and Coventry were selected by Burnham to serve as its liquidation agent pursuant to Burnham’s pian of liquidation.

The liguidation portfolio initially included 42 properties aggregating 5.4 million square feet. The Company and Coventry were also selected to serve as liquidation
agent for Burnham where Coventry received asset management fees and DDR received property management fees at market rates in relation to the liquidation
portfolio. As of June 30, 2002, the remaining Burnham assets were transferred into a liquidating trust and as a result, the Company and Coventry are no longer
providing property management services.

As discussed above, Coventry generally owns a 1% interest in each of the PREI Fund's investmants except for the PRE| Fund’s investment associated with
properties acquired from Burnham. Coventry is also entitled to receive an annual asset management fee equal to 0.5% of total assets plus one-third of all profits,
once the fimited partners have received a 10% preferred return and all capital previously advanced. The remaining two thirds of the profits in excess of the 10%
preferred return is sphit proportionately among the limited partners.

With regard to the PRE| Fund's investment associated with the acquisition of shopping centers from Buraham, Coventry received a $1 million acquisition
fee for services parformed in conjunction with the due diligence and related closing of the acquisition in 2001, In addition, Coventry also has a 1% general
partnership interest. Coventry also receives annual asset management fees equal to 0.8% of total revenue collected from these assets plus a minimum of 25%
of all amounts in excess of a 10% annual preferred return to the limited partners which could increase to 35% if returns to the limited partners exceed 20%.
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Management Service Companies
In December 2003, the Company purchased the remaining 5% interest in a management service company (taxable REIT affiliate} from the Company's
Chairman of the Board and Chief Executive Officer (Notes 13 and 17).

At December 31, 2003, this entity owns the following equity interests: (i) A 24.75% joint venture interest in certain assets of the PRE| Fund discussed
above and (ii} A 79% interest in Coventry,

The Company also owns a 50% equity ownership interest in a management and development company in St. Louis, Missouri. Through July 2003, the
Company was entitled to the first $1 miltion of net income and cash distributions, as defined in the agreement, on an annual basis. Currently, all profits
and cash flows are split on a basis proporticnate to the ownership interests.

KLA/SM Joint Venture

[n March 2002, the Company announced its participation in a joint venture with Lubert-Adler Funds and Klaff Realty, L.P. (Note 17}, which was awarded
asset designation rights for all of the retail real estate interests of the bankrupt estate of Service Merchandise Corporation for approximately $242 million.
The Company has a 25% interest in the joint venture. In addition, the Company earns fees for the management, leasing, development and disposition of the
real estate portfolio. The designation rights enable the joint venture to determine the ultimate disposition of the real estate interests held by the bankrupt
estate. At December 31, 2003, the portfclio consisted of approximately 72 Service Merchandise retail sites totaling approximately 4.0 million square feet.
At December 31, 2003, these sites were 51.1% occupied. In 2003, the joint venture sold 22 sites and received gross proceeds of approximately $55.0 miffion
and recorded an aggregate gain of $5.1 million of which the Company’s proportionate share was approximately $1.3 million. In 2002, the joint venture sold
45 sites and received gross proceeds of approximately $106.5 million and recorded an aggregate gain of $4.4 million of which the Company’s proportionate
share was approximately $1.1 million. The Company also earned disposition, development, management, leasing fees, and interest income aggregating $2.7 million
and $2.5 million in 2003 and 2002, respectively, relating to this investment.

Additional Shopping Center Joint Ventures not addressed above - As of December 31, 2003 _
» An 80% equity ownership interest in two joint ventures each owning an operating shopping property in Columbus, Chio;
¢ A 50% equity ownership interest in 10 different joint ventures, which, in the aggregate, own 14 operating shopping centers;
+ A 35% equity ownership interest in a joint venture, which owns an operating shopping center property in San Antonio, Texas;
» A 10% equity ownership interest in a joint venture, which owns an operating shopping center in Kildeer, lilinois, as described above.
As previously discussed, the Company provides property management, leasing and development services to each of the joint ventures at market rates.

Discontinued Operations
Included in discontinued operations in the combined statements of aperations for the joint ventures are the following properties sold subsequent to December 31, 2001
¢ A 24.75% interest in four properties held through the PREI Fund. Shopping center properties located in Hagerstown, Maryland; Salem, New Hampshire
and Round Rock, Texas were sold in 2002, A shopping center located in Kansas City, Kansas was sold in 2003;
» A 20% interest in three shopping center properties focated in Sacramento, California; Fullerton, California and Bellingham, Washington sold in 2003;
¢ A 20% interest in three properties held in the Community Center Joint Ventures. The shopping centers in Durham, North Carolina and Denver, Colorado
were sold in 2002. The shopping center located in San Diego, California was sold in 2003;
» A 50% interest in a shopping center located in St. Louis, Missouri;
s An 83,75% interest in three former Best Product sites {two of which were disposed of in 2003 and one of which was disposed of in 2002) and
* An approximate 25% interest in 67 Service Merchandise sites.

The Company purchased its joint venture partner's interest in the following shopping centers and are therefore not included in discontinued operations:
¢ A 20% interest in a shopping center located in independence, Missouri purchased in 2002;
¢ A 24.75% interest through the PREI Fund in two shopping centers focated in Plainville, Connecticut and San Antonio, Texas purchased in 2002
* A 49% interest in a shopping center acquired through the merger of JDN located in Suwanee, Georgia purchased in 2003 and
» A 50% interest in a shopping center located in Canton, Ohio purchased in 2002.

MDT acquired the interest in seven shopping centers owned through other joint venture interests, and accordingly these properties are not presentéd in
discontinued cperations since the Company has continuing involvement,
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3. MINORITY EQUITY INVESTMENT

The Company completed the merger with American Industrial Properties (“AIP") following AP shareholders' approval of the plan of merger on May 14, 2001.
AIP shareholders also approved the sale of 31 industrial assets to an affiliate of Lend Lease Real Estate Investments, Inc. (“Lend Lease”) for $292.2 miliion,
which closed on May 14, 2001, immediately prior to the merger,

Under the merger agreement, ali common shareholders' interests, other than DDR's, were effectively redeemed and each shareholder received a final cash
payment equal to $12.89 per share which was funded from proceeds received from the asset sale to Lend Lease. In addition, in January 2001, all AIP shareholders,
including DDR, received a special dividend of $1.27 per share associated with the sale of the Manhattan Towers office building in November 2000 for
$55.3 million.

The merger of a subsidiary of DDR (DDR Transitory Sub, fnc.) into AIP provided DDR with complete ownership of AIP's 39 remaining properties after the sale
to Lend Lease. This portfolio was comprised of 31 industrial properties, six office properties, two retail properties and 23.7 acres of undeveloped land. It is DDR'’s
intent to operate the assets as part of its portfolio. Through December 31, 2003, the Company sold five of these assets. From the date of the merger, the AIP
assets, liabilities and operating results are consolidated in the Company's financial statements. The Company's effective purchase of the remaining interest in
AIP through the redemption of all other shareholders, as previously described, was accounted for as a step acquisition.

At the time of the merger, the Company owned 9,656,650 common shares in AIP representing approximately 46.0% of AIP's total common shares. The
Company's investment prior to the merger was accounted for using the equity method of accounting. The aggregate acquisition price for the shares held by the
Company exceeded the Company's share of the historical underlying net assets of AIP by approximately $28.6 million, which was assigned principally to real
estate and amortized over 40 years, Accordingly, the Company's equity in net income from minority equity investment, prior to May 14, 2001, was adjusted to
reflect the gain or loss on sale of real estate and the amortization of amounts resulting from the basis differences.

The results of operations through May 14, 2001, the date of the merger, as reflected on the accounts of AIP were as follows (in thousands):

For the period

lanuary 1, 2001

to May 14, 2001

Statement of Operations

Revenues from operations $34,029
Rental operation expenses 12,057
Depreciation and amortization expense 3,437
Restructuring costs™ 4,920
Interest expense _ 7,480
284
income from-operations 6,135
Minority interest (281)
Loss on sales of real estate {2,130)
Net income $—§,7_ZZ

(1 ncludes certain transaction refated costs and severance charges which were incurred by AIP as o resull of the Lend Lease safe and consummation of the merger with OOR.

For the period from January 1, 2001 to May 14, 2001, the Company recorded equity in net income from minority equity investment of $1.6 million. The
difference between the Company’s share in net income as reported in the financial statements of AIP is aftributable to adjustments relating to depreciation
and amortization and loss on sales of real estate associated with the $28.6 million basis adjustments discussed above,
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4. ACQUISITIONS AND PRO FORMA FINANCIAL FINFORMATION

During the first quarter of 2003, the Company’s and JON's shareholders approved a definitive merger agreement pursuant to which JDN shareholders received
0.518 common sharas of DOR in exchange for each share of JON common stock on March 13, 2003. The Company issued 18.0 miflion common shares valued
at $21.22 per share based upon the average of the closing prices of DDR common shares between October 2, 2002 and October 8, 2002, the period immediately
prior to and subsequent to the announcement of the merger. The transaction initially valued IDN at approximately $1.1 billion, which included approximately
$606.2 miltion of assumed debt at fair market value and $50 million of voting preferred shares. In the opinion of management, the $50 million of preferred
shares represented fair value as these shares were subsequently redeemed in September 2003 (Note 13). Through this merger, DDR acquired 102 retail assets
aggregating 23 million square feet including 16 development properties comprising approximately 6 million square feet of total GLA. Additionally, DDR acquired
a development pipeline of several properties. DDR engaged an appraiser to perform valuations of the real estate and certain other assets. Included in the assets
acquired are the land, building and tenant improvements associated with the underlying real estate. The other assets allocation relates primarily to the value
assaciated with in-place leases and tenant relationships of the properties (Note 7). The Company determined the in-place leases acquired approximated fair
market value; therefore there was no separate aliocation in the purchase price for above-market or below-market leases. The Company entered into the merger
to acquire a large portfolio of assets. The revenues and expenses relating to the JON properties are included in DDR's historical results of operations from the
date of the merger, March 13, 2003.

A condensed balance sheet of the assets acquired with the merger with JON as of the acquisition date is as follows (in thousands):

Assets
Real estate assets $1,030,625
Cash and cash equivalents 9,928
Investments in and advances to joint ventures 6,750
Other assets 4,155
$1,051,458
Liabilities
Fixed rate notes $ 235,000
Revolving credit facility 229,000
Mortgages and construction loans 111,852
Total indebtedness 575,852
Accounts payable and other liabilities 42,156
Operating partnership minority interest 1524
619,532
Shareholder equity
Prafarred voting shares 50,000
Common shares and paid in capital 381,926
431,926
$1,051,458

During the vear ended December 31, 2003, the Company also acquired two shopping centers, a 67% interest in a shopping center, a 25% interest in a
shopping center and a 20% interest in a shopping center. Additionally, the Company acquired its partner's 50% interest in a joint venture and another partner's
51% interest in a joint venture. These eight properties aggregate approximately 3.3 million square feet of Company owned GLA at an initial aggregate
investment of approximately $223.0 million.

The following unaudited supplemental pro forma operating data is presented for the year ended December 31, 2003 as if the merger with JDN and the acquisition
of the eight properties or partnership interests mentioned above were completed on January 1, 2002, Pro forma operating data presented for the year ended
Dacember 31, 2002 is presented as if the acquisition of the 19 properties or partnership interests acquired in 2002 and 2003, the merger with JON, the common
share offerings completed in February 2002 and the preferred share offering completed in March 2002 had occurred on January 1, 2002. Pro forma amounts
include transaction costs, general and administrative expenses, losses on investments and settlement costs JDN reported in its historical results of approximately
$19.3 million and $8.7 miltion for the years ended December 31, 2003 and 2002, respectively, which management befieves to be non-recurring. The 2001
unaudited supplemental pro forma information is presented as if the merger of AIP, net of the lend lease sale, had occurred on January 1, 2001 and to reflect
the effects of the comman share offerings, the preferred share offerings and the property acquisitions consummated through December 31, 2002,

These acquisitions were accounted for using the purchase method of accounting. The operating results of the acquired shopping centers are included in
the results of operations of the Company from the date of purchase.
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The pro forma financial information is presented for informational purposes only and may not be indicative of what actual results of operations would
hava been had the acquisitions occurred as indicated nor does it purport to represent the results of the operations for future periods (in thousands, except

per share data): For the year ended
December 31, (Unaudited)

2002 2001
$508,543  $371,203
$128,879  $106,937
$ 1545 § 2,723
- $ 97659  $ 83,698

Pro forma revenues

Pro forma income from continuing operations

Pro forma income {loss) from discontinued operations

Pro forma net income applicable to common shareholders

Per share data:

Basic earnings per share data:
Income from continuing cperations applicable to common shareholders
{Loss) income from discontinued operations
Net income applicable to common shareholders

Diluted earning per share data:
Income from continuing operations applicable to common shareholders
(Loss) income from discontinued operations

$ 113§ 129
003 - 0.05
$ 116 § 134

$oL2 § 1
003 005

$ 115§ 13

Net income applicable to common shareholders

5. NOTES RECEIVABLE

The Company has issuad notes receivable aggregating $11.7 miltion, including accrued interest at December 31, 2003 and 2002, The notes are secured by
certain rights in future development projects and partnership interests. The notes bear interest ranging from 10.5% to 12.0% with maturity dates ranging from
payment on demand through April 2021,

Included in notes receivable are $7.3 million of tax incremental financing bonds (“TIF Bonds"} purchased by the Company in March 2002 from the Town of
Plainville, Connecticut (the “Town"). The net proceeds of the bonds were utilized by the Town to fund a portion of the city's infrastructure associated with the
development construction costs of Connecticut Commons which is owned by the Company. The bonds bear interest at 7.125% and mature in April 2021,
interest and principal are payable solely from the incremental real estate taxes paid by the shopping center pursuant to the terms of the financing agreement.

6. DEFERRED CHARGES

Deferred charges consist of the folloWing {in thousands):
- December 31,
O 002

Deferred financing costs ) $13,189
Less - accumulated amortization ST {4,179)

The Company incurred deferred finance costs aggregating $6.4 million and $6.1 million in 2003 and 2002, respectively. Deferred finance costs paid in 2003
primarily relate the Company’s unsecured revolving credit agreements, term loan (Note 8), issuance of medium term notes (Note 9) and secured financing of
shopping center properties. Deferred finance costs paid in 2002 primarily relate to the Company's unsecured revolving credit agreements (Note 8) and secured
financing of shopping center properties acquired in 2002. Amortization of deferred charges was $6.5 million, $2.8 million and $2.4 million for the years ended
December 2003, 2002 and 2001, respectively.
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7. OTHER ASSETS

QOther assets consist of the following {in thousands):
December 31,

Intangible Assets:

In-place leases

Tenant relations

Lease origination costs
Total intangible assets

Accumulated amortization

Other assets
Total other assets

The intangible assets relate primarily to those acquired in connection with the JON merger (Note 4). The amortization period of the in-place leases, tenant
relationships and lease origination costs is four years, 31.5 years and 14 years, respectively. Other assets consist primarily of deposits, land options and
other prepaid expenses.

8. REVOLVING CREDIT FACILITIES AND TERM LOANS

Since May 1995, the Company has maintained an unsecured revolving credit facility from a syndicate of financial institutions for which Bank One, NA serves as
agent (the “Unsecured Credit Facility"). During 2003 and 2002, the Company renegatiated this facility. tn 2003, the Company reduced the spread over LIBOR
to 0.8%, modified certain covenants and extended the term for an additional year to May 30, 2006, At the Company’s option, the revolver may be increased from
its current size of $650 million to $1.0 billion. The Unsecured Credit Facility includes a competitive bid option for up to 50% of the facility amount. Borrowings
under this facility bear interest at variable rates based on the prime rate or LIBOR plus a specified spread (0.8% at December 31, 2003). The spread is dependent
on the Company's long-term senior unsecured debt rating from Standard and Poor's and Moody's Investors Service. The Company is required to comply with certain
covenants refating to total outstanding indebtedness, secured indebtedness, net worth, maintenance of unencumbered real estate assets, debt service coverage and
fixed charge coverage. The facility also provides for a facility fee of 0.2% on the entire facility. The Unsecured Credit Facility is used to finance the acquisition
and development of real estate, to provide working capital and for general corparate purposes. At December 31, 2003 and 2002, total borrowings under this facility
aggregated $171.0 million and $433.5 million, respectively, with a weighted average interest rate, excluding the effects of the interest rate swaps (Note 11) of
1.9% and 2.4%, respectively. :
The Company also maintains a $30 million secured revolving credit facility and a $25 million development construction facility with National City Bank (together
with the $650 million Unsecured Credit Facility, the “Revolving Credit Facilities”). In 2002 and 2003, the Company amended the $30 million revolving credit
facility to be consistent with the amendments made to the Unsecured Credit Facility and to extend the agreement through June 2006. In 2002, the Company
amended the $25 million development construction facility to extend the facility through June 2004. The revolving $30-mitlion.credit facility is secured by certain
partnership investments and the $25 million development construction facility is secured by the applicable development project(s). The Company maintains the
right to reduce the $30 million revolving credit facility to $20 million and to convert the borrowings to an unsecured revﬁ%jii)i:rjg credit facility. Borrowings under
these facilities bear interest at variable rates based on the prime rate or LIBOR plus a specified spread (0.8% at December-31, 2003). The spread is dependent
on the Company's long term senior unsecured debt rating from Standard and Poor's and Moody's Investors Service. The Company is required to comply with certain
covenants relating to total outstanding indebtedness, secured indebtedness, net worth, maintenance of unencumbered real estate assets, debt service coverage and
fixed charge coverage. The $30 million revolving credit facility also provides for commitment fees of 0.15% on the unused credit amount. At December 31, 2003
and 2002, total borrowings under these facilities aggregated $35.5 million and $37.5 million, respectively, with a weighted average interest rate of 2.4% and
2.7%, respectively.
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In March 2003, in conjunction with the merger with JDN, the Company obtained a $300 million unsecured bridge facility for which Bank of America and
Wells Fargo Bank serve as agents {“Unsecured Term Loan"). The proceeds from this facility were used to repay JON's revolving credit facility with an outstanding
principal balance of $229 million at the time of the merger and JON's $85 million MOPPRS debt and related call option which matured on March 31, 2003, This+
facility bears interest at variable rates (currently LIBOR plus 1.0%) depending on the Company’s long-term senior unsecured debt rating from Standard and Poor's
and Moody's Investors Service. This facility is subject to the same covenants associated with the Unsecured Credit Facility discussed above. The unsecured term
loan has an initial maturity date of March 2004; however, the Company has the right to extend the loan for up to an additional year. At December 31, 2003,
$300 miltion was outstanding under this facility with an interest rate of 2.1%.

In December 2001, the Company entered into @ $22.1 million, two-year, unsecured variable rate (2.7% at December 31, 2002) term loan with Wells Fargo
{together with the $300 million Unsecured Term Loan, the “Term Loans") at LIBOR plus 1.3%. This term loan was repaid in 2003.

Total fees paid by the Company on its Revolving Credit Facilities and Term Loans in 2003, 2002 and 2001, aggregated approximately $1.7 million, $1.3
million and $1.2 million, respectively.

9, FIXED RATE NOTES

The Company had outstanding unsecured notes of $839.0 million and $404.9 million at December 31, 2003 and 2002, respectively. Three of the notes were
issued at a discount aggregating $4.6 million and $5.4 million at December 31, 2003 and 2002, respectively. The effective interest rates of these notes range
from 6.2% to 8.6% per annum (excluding the effects of interest rate swaps).

In July 2003, the Company issued $300 million of seven-year senior unsecured notes with a coupon rate of 4.625%. These notes are due August 1, 2010
and were offered at a discount of 99.843%.

In March 2002, the Company issued $100 million of fixed rate debt with an interest rate of 7.0% (excluding the effects of interest rate swaps) due March
2007 at a discount of 99.53%. Of the total debt issued, $81.6 million was used to exchange $75.0 miltion of 7.13% senior notes and was accounted for as an
exchange of debt instruments. The effective interest rate of this note is 8.6%. The outstanding balance of unsecured notes include a fair value hedge with a
recorded asset amount of approximately $5.6 million and $7.3 milfion at December 31, 2003 and 2002, respectively (Note 11).

In conjunction with the JDN merger, the Company assumed $235 million (fair value of $255.6 million at March 13, 2003) of unsecured notes. The Company
subsequently repaid $85 million of MOPPRS debt and related call option assumad from JDN at maturity and recorded a gain of approximately $2.4 million
relating to the settlement of the call option on March 31, 2003. This amount is included in Other income in the condensed consolidated statement of operations.
Other unsecured notes assumed included $75 million of 6.8% notes with a maturity of August 2004 and $85 million of 6.95% notes with a maturity of August
2007 with an aggregate fair market value of $168.0 million at March 13, 2003,

The above fixed rate notes have maturities ranging from July 2004 to July 2018, Interest rates ranged from approximately 4.63% to 7.5% (averaging 6.0%
and 7.4% at December 31, 2003 and 2002, respectively, excluding the effects of interest rate swaps). The notes issued prior to December 31, 2001 may not
be redeemed by the Company prior to maturity and will not be subject to any sinking fund requirements. The notes issued in 2002 and 2003 and the notes
assumed with the JON merger, aggregating $560 million, may be redeemed based upon a yield maintenance calculation. The fixed rate senior notes were issued
pursuant to an indenture dated May 1, 1994, which contains certain covenants including limitation on incurrence of debt, maintenance of unencumbered real
estate assets and debt service coverage. Interest is paid semi-annually in arrears on May 15 and November 15.
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10. MORTGAGES PAYABLE AND SCHEDULED PRINCIPAL REPAYMENTS

At December 31, 2003, mortgages payable, collateralized by investments and real estate with a net book value of approximately $1.2 bilfion and related tenant
feases, are generally due in monthly installments of principal andfor interest and mature at various dates through 2027. Fixed rate debt obligations, included
in mortgages payable at December 31, 2003 and 2002, totaled approximately $603.1 million and $363.2 million, respectively. Fixed interest rates ranged from
approximately 4.4% to 9.75% (averaging 6.5% and 7.6% at December 31, 2003 and 2002, respectively). Variable rate debt obligations totaled approximately
$154.5 million and $262.6 million at December 31, 2003 and 2002, respectively. Interest rates on the variable rate debt averaged 2.6% at December 31, 2003
and 2002,

Included in mortgage debt is $7.3 million of tax exempt certificates with a fixed interest rate of 7.1%. As of December 31, 2003, the scheduled principal
payments of the Revolving Credit Facilities, Unsecured Term Loan, fixed rate senior notes and mortgages payable (excluding the effect of the fair value hedge
which was $5.6 million at December 31, 2003) for the next five years and thereafter are as follows:

Year Amount
2004 $ 486,509
2005 117,612
2006 249,318
2007 213,661
2008 268,291
Thereatter 742,167
$2,077,558

Included in principal payments are $300 mitlion in the year 2004 and $186.5 million in the year 2006, associated with the maturing of the Unsecured
Term Loan and the Revolving Credit Facilities, respectively.

11, FINANCIAL INSTRUMENTS

The following methods and assumptions were used by the Company in estimating fair value disclosures of financial instruments:

Cash and cash equivalents, restricted cash, accounts receivable, accounts payable, accruals and other fiabilities
The canrying amaounts reported in the balance sheet for these financial instruments approximated fair value because of their short term maturities. The carrying
amount of straight-line rents receivable does not materially differ from its fair market value.

Notes receivable and advances to affiliates

The fair value is estimated by discounting the current rates at which management believes similar loans would be made. The fair value of these notes was
approximately $46.4 million and $52.9 million at December 31, 2003 and 2002, respectively, as compared to the carrying amounts of $43.5 million and
$50.8 million, respectively. The carrying value of the TIF Bonds (Note 6) approximated its fair value at December 31, 2003 and 2002. The fair value of
“loans to affiliates are not readily determinable and have been estimated by management.
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Debt
The carrying amounts of the Company’s borrowings under its Revolving Credit Facilities and Term Loans approximate fair value because such borrowings are at
variable rates. The fair value of the fixed rate senior notes is based on borrowings with a similar remaining maturity based on the Company's estimated interest
rate spread over the applicable treasury rate. Fair value of the mortgages payable is estimated using a discounted cash flow analysis, based on the Company's
incremental borrowing rates for similar types of borrowing arrangements with the same remaining maturities. .
Considerable judgment is necessary to develop estimated fair values of financial instruments. Accordingly, the estimates presented herein are not necessarily
indicative of the amounts the Company could realize on disposition of the financial instruments.
Financial instruments at December 31, 2003 and 2002, with carrying values that are different than estimated fair values are summarized as follows

(in thousands):
2002

Carrying Fair
Amount Value

$ 404900 $ 410,128
22,120 22,120
625,778 650,554
1,052,798 1,082,802

Senior notes
Variable rate term debt
Mortgages payable

Derivatives - interest rate swaps
{see discussion below) 170 (6,997)

$1,052,968  $1,075,805

Accounting Policy for Derivative and Hedging Activities
The Company intends to continuously monitor and actively manage interest costs on its variable rate debt portfolio. The Company may, from time to time, enter
into interest rate hedge agreements to manage interest costs and risks associated with changing interest rates,

To qualify for hedge accounting, the contracts must meet defined correlation and effectiveness criteria, be designated as a hedge and result in cash flows
and financial statement effects which substantially offset those of the position being hedged. The Company records net amounts received or paid under these
contracts as adjustments to interest expense.

tn June 2003, the Company entered into a $30 million interest rate swap for a two-year term effectively converting floating rate debt of a secured construction
loan into fixed rate debt with an effective interest rate of 2.9%. In January 2003, the Company entered into two interest rate swaps, $50 miltion for a 1.5-year
term and $50 million for a two-year term, effectively converting floating rate debt under the Unsecured Credit Facility into fixed rate debt with an effective weighted
average interest rate of 2.67%. In March 2002, the Company entered into two reverse interest rate swap agreements, $40 million for a 2.75-year term and
$60 million for a five-year term, effectively converting a portion of the outstanding fixed rate debt under the Company's fixed rate senior notes to a variable rate
of six month LIBOR. In October 2000 and January 2001, the Company entered into three interest rate swap agreements, each for two-year terms, aggregating
$200 million, effectively converting a portion of the outstanding variable rate debt under the Unsecured Credit Facility to a weighted average fixed rate of approximately
6.96%. These swaps were terminated at maturity in October 2002 and January 2003.

In November 2003, in connection with the formation of MDT, the joint venture entered into a fixed rate interest swap, which carries a notional amount of $9.1
million, and converted variable rate debt to a fixed rate of 3.5%. This swap is not an effective hedge at December 31, 2003, This swap is marked to market with the
adjustments flowing through MDT's income statement. This contract was entered into pursuant to MDT's financial requirements.

In May 2003, one of the Company's joint ventures entered into a $55 million interest rate swap for a four-year term effectively converting a portion of the variabte rate
mortgage debt to a fixed rate of 5.78%. In March and May 2001, the Company’s joint ventures entered into three interest rate swap agreements, two at $20 million for
a two-year term and one at $38 million for a three-year term, aggregating $78 million, converting a portion of the variable rate mortgage debt to a fixed rate of approximately
6.55%, 6.58% and 6.60%, respectively, Two of these swaps aggregating $40 million were terminated at maturity in May 2003. In February 2002, the Company’s joint
ventures entered into an interest rate cap agreement, which matures in March 2004 and has a notional amount of $175 million, and a strike price of 4.0%. '

Al erivatives, which have historically been limited to interest rate swaps designated as cash flow hedges, are recognized on the balance sheet at their fair
value. On the date that the Company enters into an interest rate swap, it designates the derivative as a hedge against the variability of cash fiows that are to be
paid in connection with a recognized liability. Subsequent changes in the fair value of a derivative designated as a cash flow hedge that is determined to be
highly effective is recorded in other comprehensive income (loss), until earnings are affected by the variability of cash flows of the hedged transaction. Any hedge
ineffectiveness is reported in current earnings.



From time to time, the Company enters into interest rate swaps to convert certain fixed-rate debt obligations to a floating-rate (a “fair-value hedge™). This
is consistent with the Company's overall interest rate risk management strategy to maintzin an appropriate balance of fixed rate and variable rate borrowings.
Changes in the fair value of derivatives that are highly effective and that are designated and qualify as a fair-value hedge, along with changes in the fair value
of the hedged liability that are attributable to the hedged risk, are recorded in current-period earnings. If hedge accounting is discontinued due to the Company's
determination that the relationship no longer qualified as an effective fair-value hedge, the Company will continue to carry the derivative on the balance sheet
at its fair value but cease to adjust the hedged liability for changes in fair value.

The Company formally documents aff relationships between hedging instruments and hedged items, as well as its risk-management objective and strategy for
undertaking various hedge transactions. The Company formally assesses {both at the hedge's inception and on an ongoing basis) whether the derivatives that are
used in hedging transactions have been highly effective in offsetting changes in the cash fiows of the hedged items and whether those derivatives may be expected
to remain highly effective in future periods, Should it be determined that a derivative is not {or has ceased to be) highly'effective as a hedge, the Company will
discontinue hedge accounting on a prospective basis. '

Risk Management : -

The Company purchased interest rate swaps to minimize significant unpfanned fluctuations in earnings that are caused by interest rate volatility or in the case
of a fair value hedge to take advantage of expected lower variable rates. The Company does not utitize these arrangements for trading or speculative purposes.
The principal risk to the Company through its interest rate hedging strategy is the potential inability of the financial institutions, from which the interest rate
swaps were purchased, 1o cover all of their obligations. To mitigate this exposure, the Company purchases its interest rate swaps from major financial institutions.

Cash Fiow Hedges

As of Dacember 31, 2003 and 2002, the aggregate fair value of the Company's interest rate swaps was a fiability of $0.4 million and $0.2 million, respectively,
which is included in other liabilities in the consolidated balance sheet. For the year ended December 31, 2003 and 2002, as the critical terms of the interest rate
swaps and the hedged items are the same, no ineffectiveness was recorded in the consolidated statements of operations. All components of the interest rate swaps
were included in the assessment of hedge effectiveness. The Company expects that within the next twelve months it will reflect as a charge to earnings $0.4 million
of the amount recorded in accumulated other comprehensive loss. The fair value of the interest rate swaps is based upon the estimated amounts the Company
would receive or pay to terminate the contract at the reporting date and is determined using interest rate market pricing models.

Fair Value Hedges .

As of December 31, 2003 and 2002, the aggregate fair value of the Company's reverse interest rate swaps was an asset of $5.6 million and $7.3 million, respectively,
which is included in other assets and senior notes in the consolidated balance sheet. For the year ended December 31, 2003 and 2002, as the critical terms of
the reverse interest rate swaps and the hedged items are the same, no ineffectiveness was recorded in the consolidated statements of operations. The fair value
of these reverse interest rate swaps is based upon the estimated amounts the Company would recetve or pay to terminate the contract at the reporting date

and is determined using interest rate market pricing models.

Joint Venture Derivative Instruments

At December 31, 2003 and December 31, 2002, the Company's joint ventures had two and three, respectively, interest rate swaps aggregating $93 million and
$78 million, respectively, converting a portion of the variable rate mortgage debt to a weighted average fixed rate of approximately 5.6% and 6.58%, respectively,
and an inferest rate cap agreement, which matures in March 2004 and has a notional amount of $175 milfion, and a strike price of 4.0%. The aggregate fair
valug of these instruments at December 31, 2003 and 2002 was a liabifity of $0.7 million and $2.5 million, respectively, of which the Company's proportionate
share was $0.2 miltion and $0.4 million, respectively.
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12, COMMITMENTS AND CONTINGENCIES

Leases
The Company is engaged in the operation of shopping centers, which are either owned o, with respect to certain shopping centers, operated under long-term
ground leases which expire at various dates through 2070, with renewal options. Space in the shopping centers is leased to tenants pursuant to agreements which
provide for terms ranging generally from one to 30 years and, in some cases, for annual rentals which are subject to upward adjustments based on operating
expense levels, sales volume, or contractual increases as defined in the lease agreements.

The scheduled future minimum revenues from rentai properties under the terms of all non-cancelable tenant leases, assuming no new or renegotiated leases
or option extensions for such premises, for the subsequent five years ending December 31, are as follows for continuing operations (in thousands):

Year Amount
2004 $ 336,882
2005 305,674
2006 275,360
2007 246,284
2008 221,244
Thereafter 1,306,400
$2,691,844

Scheduled minimum rental payments under the terms of all non-cancelable operating leases in which the Company is the lessee, principally for office space
and ground leases, for the subsequent five years ending December 31, are as follows (in thousands):

Year Amount
2004 $ 4,165
2005 4,207
2006 4,053
2007 3,884
2008 3,864
Thereafter 58,563
§187%

There were no capital leases in which the Company was the lessee at December 31, 2003 or 2002.

Commitments and Guarantees
In conjunction with the development and expansion of various shopping centers, the Company has entered into agreements for the construction of the shopping
centers aggregating approximately $67.2 million as of December 31, 2003.

As discussed in Note 2, the Company and certain equity affiliates entered into several joint ventures with various third party developers. In conjunction with
certain joint venture agreements, the Company and/or its equity affiliate has agreed to fund the required capital associated with approved development projects,
comprised principally of outstanding construction contracts, aggregating approximately $7.1 million as of December 31, 2003. The Company and/or its equity
affiliate is entitled to receive a priority return on capital advances at rates ranging from 10.5% to 12.0%.
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In November 2003, the Company entered into an agreement with DRA Advisors, its partner in the Community Centers contributed to MDT, to pay 2
$0.8 million annual consulting fee for ten years for services rendered relating to the assessment of financing and strategic investment afternatives.

In connection with the sale of one of the properties to MDT, the Company deferred the recognition of approximately $3.7 million of the gain on sale of real
estate related to a shortfall agreement guarantee maintained by the Company. MDT is obligated to any shortfall amount that is caused by the failure of the landiord
or tenant to pay taxes when due and payable on the shopping center, The Company is obligated to pay any shortfall to the extent that is not caused by the failure
of the landlord or tenant to pay taxes when due and payable on the shopping center. No shortfall payments have been made on this property since the completion
of construction in 1997.

The Company provided a financial guarantee in 2001 up to its proportionate share in a joint venture investment in Long Beach, California, which is
approximately $7.4 million as of December 31, 2003, The term of this guarantee extends until maturity of the construction loan on April 1, 2004, The Company
becomes liable to pay the guarantee only if the financial institution is unable to collect, from the joint venture, the amounts owed when the construction loan
matures. No liability is recarded for amounts related to this guarantee as of December 31, 2003. The Company does not have recourse against any other party
for its proportionate share of such obligation in the event of default. No assets of the Company are currently held as collateral to pay this guarantee and the
Company does not betieve its guarantee will be called.

The Company has provided a letter of credit for the payment of interest of approximately $9.3 million to the holders of tax exempt floating rate certificates in
connection with certain TIF bonds, the proceeds of which were loaned to an equity affiliate. The term of this letter of credit extends for 15 years, and commenced
in December 2001. The Company is entitled to the positive spread, if any, between the interest expense incurred on the TIF obligation and the interest expense
payable on the tax exempt certificates net of any trust expense and the letter of credit fees. However, as compensation for the Company providing the letter of
credit, the Company's equity affiliate has assigned its right to this positive spread to the Company. No liability is recorded for amounts related to this letter of
credit, as of December 31, 2003, The Company has recourse against the other party in the partnership in the event of default. No assets of the Company are
currently held as collateral to pay this letter of credit,

In connection with the KLA/SM joint venture, the Company agreed to guarantee the payment of rents for various affiliates of the KLA/SM joint venture in the
aggregate amount of $3.5 million over a three year period, which commenced August 2002. The Company has not recorded a liability for the guarantee as the
subtenants of the KLA/SM affiliates are paying rent as due. The Company has recourse against the other party in t he partnershlp in the event of default. No assets
of the Company are currently held as collateral to pay this guarantee.

Related to its investment in 2 joint venture in which the Company has a 50% equity investment, the Company has issued a letter of credit in the amount of
$1.6 million to guarantee the payment of rent by a specific tenant, This letter of credit, which commenced in March 2000, and matures in March 2004, This
gualantee arose as a result of a tenant replacement. The Company does not have a liability recorded as of December 31, 2003 related to this guarantee as the
tenant is paying rent as due. The Company has recourse against the other party in the partnership in the event of default. No assets of the Company are currently
held as collateral to pay this guarantee.

In the event of any loss or the reduction in the historic tax credit aflocated or to be allocated to a joint venture partner in connection with a hlstonc commercial
parcel acquired in 2002, the Company guaranteed payment in the maximum amount of $0.7 million to the other joint venture partner. The Company has a liability -
recorded as of December 31, 2003 related to this guarantee. The Company does not have recourse against any other party in the event of default, No assets of the
Company are currently held as collateral to pay this guarantee, :

The Company entered into master lease agreements with MDT in November 2003 in connection with the transfer of four properties to the joint venture.

The Company is responsible for the monthly base rent and all operating and maintenance expenses for units not yet leased as of October 31, 2003, through
November 2006. At December 31, 2003, the Company’s master lease obligation totaled $1.9 million, consisting of eight master leases aggregating approx1mately
33,000 square feet.

Related to the Company's development project in another project in Long Beach, California, the Company provided a guarantee in May 2002 for the
payment of all parking lot improvements and other public improvement costs in excess of the designated proceeds of the bonds on the project and any other
amounts contributed by specified parties which aggregates $5.3 million. Additionally, the Company guaranteed the payment of any special taxes levied on
* Downtown Long Beach Waterfront District No. 6 attributable to the payment of debt service for periods prior to the completion of certain improvements related
to this project. There are no assets held as collateral or liabilities recorded related to these guarantees.
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Legal Matters

In September 2001, a U.S. District Court entered a judgment in the amount of $9.0 million, plus attorneys' fees, against the Company and three other defendants,
in connection with a verdict reached in a civil trial regarding a claim filed by a movie theater relating to a property owned by the Company. The court awarded
$4.0 million in punitive and $5.0 million in compensatory damages to the plaintiff, including interest. The other defendants included the former Chairman of the
Board, who is also a significant shareholder and a director of the Company, a former executive of the Company and a real estate development partnership (the
“Partnership”) owned by these two individuals. The plaintiff's claim alleged breach of coniract and fraud during the lease negotiation process that took place
before and after the Company acquired the property. The Partnership sold the property to the Company in 1394

The verdict against the former Chairman of the Board with respect to the $5.0 million in compensatory damages and a portion of the punitive damage award in
the amount of $1.0 million was overturned by the triat court judge in response to a post-trial motion. The Company’s initial past-trial motion to overturn the verdict
was denied. In January 2004, the appeliate court denied the Company's appeal of the judgment. After consultation with legal counsel, the Company determined
that it would not appeal the appellate court’s nsling. The Company accrued a fiability of $9.2 million, representing the judgment plus accrued interest and legal
costs, at December 31, 2003.

Based on the obligations assumed by the Company in connection with the acquisition of the property and the Company’s policy to indemnify officers
and employees for actions taken during the course of company business, the judgment will not be apportioned among the defendants (Note 17).

In addition to the judgment discussed above, the Company and its subsidiaries are also subject to other Jegal proceedings. All such proceedings, taken together,
are not expected to have a material adverse effect on the Company. The Company is also subject to a variety of legal actions for personal injury or property damage
arising in the ordinary course of its business, most of which are covered by liabifity insurance. While the resolution of alfl matters cannot be predicted with certainty,
management believes that the final outcome of such legal proceedings and claims will not have a material adverse effect on the Company's liquidity, financial
position or results of operations.

13. MINORITY EQUITY INTERESTS, PREFERRED OPERATING PARTNERSHIP MINORITY INTERESTS, OPERATING PARTNERSHIP MINORITY INTERESTS,
PREFERRED SHARES AND COMMON SHARES

Minority Equity Interests

The Company owns a majority ownership interest in a shopping center and development parcels in Utah, a shopping center in Missouri assumed with the JON
merger and a business center in Boston, Massachusetts assumed with the AIP merger. In July 2002, the Company acquired a majority ownership interest
{99.79%) in five shopping centers located in Forth Worth, Texas; DaIIéS, Texas; Columbia, South Carolina; Birmingham, Alabama and Wichita, Kansas {Note 17).
In Decembes 2003, the Company purchased the remaining 5% interest in a management service company (Notes 2 and 17) and accordingly consolidated the
ownership in a 83.75% joint venture interest in RVIP | which owns, as of December 31, 2003, two retail sites formerly occupied by Best Products and a 79%

interest in Coventry. The minority partners’ equity interest in these partnerships aggregated $24.5 miflion and $22.0 million at December 31, 2003 and
2002, respectively.

Preferred Operating Partnership Minority Interests
The Company held, through a consolidated partnership, a $75 million and $105 million private placement of 8.875% and 9.0%, cumulative perpetual
preferred “down-REIT" preferred partnership units, respectively, (“Preferred OP Units”) with an institutional investor. In March 2003, these Preferred Units
were redeemed for $175 million, The difference between the carrying amount of the Preferred OP Units of $175 million and the stated liquidation {i.e., redemption)
amount of $180 miltion was recorded as a charge to net income applicable to common shareholders. This $5.0 million charge refated to the recording of the
original issuance costs associated with the Preferred OP Units.

in 1998, the Company issued $35 million of Preferred OP Units to a private investment partnership. The preferred equity securities were structured as 8.5%
cumulative redeemable preferred units of a consolidated partnership. In December 2002, the preferred units were redeemed for common shares of the Company
in accordance with the originaf terms of the agreement.
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Operating Partnership Minority Interests
At December 31, 2003 and 2002, the Company had 1,128,692 and 911,227 OP Units outstanding, respectively. These OP Units are exchangeable, under
certain circumstances and at the option of the Company, into an equivalent number of the Company’s common shares or for the equivalent amount of cash.

[n 2003, in conjunction with the JON merger, the Company issued 72,279 OP Units of DDR in exchange for OP Units of JON. The exchange rate of 0.518
per share was utilized in accordance with the merger agreement. In addition, the Company issued 145,196 OP Units in conjunction with the acquisition of a
shopping center.

In 2003 and 2002, the Company purchased 10 and 126,800, respectively, of OP Units for cash aggregating a non material amount and $2.3 millicn,
respectively. These transactions were treated as a purchase of minority interest, The differance between the recorded amount of the minority interest and the cash
paid was not material. The OP Unit holders are entitled to receive distributions, per OF Unit, equal to the per share distributions on the Company's commen shares.

Preferred Shares
The Company's preferred shares outstanding at December 31 are as follows (in thousands):

2002

Class C - 8.375% cumulative redeemable preferred shares, without par value,
$250 liquidation value; 750,000 shares authorized; 400,000 shares issued and
outstanding at December 31, 2002

Class D - 8.68% cumulative redeemable preferred shares, without par value,
$250 liquidation value; 750,000 shares authorized; 216,000 shares issued and
outstanding at December 31, 2002

Class F - 8.60% cumulative redeemable preferred shares, without par value,
$250 liquidation value; 750,000 shares authorized; 600,000 shares issued and
cutstanding at December 31, 2003 and 2002

Class G - 8.0% cumulative redeemable preferred shares, without par value,
$250 liquidation value; 750,000 shares authorized; 720,000 shares issued and
outstanding at December 31, 2003

Class H - 7.375% cumulative redeemable preferred shares, without par value,
$500 liquidation value; 410,000 shares authorized; 410,000 shares issued and
outstanding at December 31, 2003

$100,000

54,000

150,000

$304,000

In March 2002, the Company issued $150 million, 8.60% Preferred F Depositary Shares. Each Depositary Share represents 1/10 of a Preferred Share.
The proceeds from this offering were used to redeem the Preferred A and B shares discussed below.

In April 2002, the Company redeemed all of the outstanding 9.5% Preferred A Depositary shares each representing 1/10 of a Preferred Share and 9.44%
Preferred B Depositary Shares each representing 1/10 of a Preferred Share for cash, aggregating approximately $149.8 million.

In March 2003, the Company issued $50 miltion, 9.375% Preferred V shares in conjunction with the JON merger. These shares were redeemed in September
2003 (ses below).

In March 2003, the Company issued $180 million, liquidation amount, 8.0% Preferred G Depositary Shares. Each Depositary Share represents 1/10 of a
Cumulative Redeemable OP Preferred Share. The proceeds from this offering were used to redeem the $180 million Preferred Units discussed above.



In July 2003, the Company issued $205 million, liquidation amount of 7.375% Class H Depositary Shares. Each Depositary Share represents 1/20 of a
7.375% Class H Redeemable Preferred Share. Additionally, in July 2003, the Company redeemed all outstanding shares of its 8.375% Class C Depositary
Cumulative Preferred Shares aggregating $100 million. in August 2003, the Company redesmed all outstanding shares of its 8.68% Class D Depositary
Cumulative Preferred Shares aggregating $54 miltion. In September 2003, the Company redeemed all outstanding shares of its 9.375% Class V Preferred
Shares aggregating $50 million. The original issuance costs of the Class C and Class D shares aggregating $5.7 million was recorded as a charge to net income

applicable to common shareholders upon redemption. See discussion of Topic D-42 in Note 1 relating to the prior year restatement of the Class A and Class B
redemption discussed above.

The Class F and G depositary shares represent 1/10 of a share of their respective preferred class of shares and have a stated value of $250 per share and
the Class H depositary shares represent 1/20 of a share of a preferred share and have a stated value of $500 per share, The Class F, Class G and Class H depositary

shares are not redeemable by the Company prior to March 27, 2007; March 28, 2008 and July 28, 2008, respectively, except in certain circumstances reiating to the
preservation of the Company’s status as a REIT.

The Company's authorized preferred shares consist of the following:

s 750,000 Class A Cumulative Redeemable Preferred Shares, without par value
» 750,000 Class B Cumulative Redeemable Preferred Shares, without par value
* 750,000 Class C Cumulative Redeemable Preferred Shares, without par value
» 750,000 Ctass D Cumulative Redeemable Preferred Shares, without par value
¢ 750,000 Class £ Cumulative Redeemable Preferred Shares, without par value
+ 750,000 Class F Cumulative Redeemable Preferred Shares, without par value
+ 750,000 Class G Cumulative Redeemable Preferred Shares, without par value
+ 750,000 Class H Cumulative Redeemable Preferred Shares, without par vafue
+ 750,000 Class | Cumulative Redeemable Preferred Shares, without par value
+ 750,000 Class J Cumulative Redeemable Preferred Shares, without par value
¢ 750,000 Class K Cumulative Redeemable Preferred Shares, without par value
» 750,000 Non Cumulative preferred shares, without par value

Common Shares
The Company's common shares have a $0.10 per share stated value.

In February 2002, the Company completed the sale of 1.7 million common shares in a registered offering and received aggregate net proceeds of $33.1 million and
issued approximately 2.5 miilion common shares to acquire two shopping center properties. In December 2001, the Company issued 3,200,000 common shares

at $18.35 per share and received aggregate net proceeds of approximately $57.6 million. The cash proceeds received from the above offerings were used to repay
amounts cutstanding on the Company's Revolving Credit Facilities.

Common Shares in Treasury and Deferred Obligation

In 1999 and 2000, the Company's Board of Directors authorized the officers of the Company to implement a common share repurchase program, which expired
in June 2001, in response to what the Company believed was a distinct under-valuation of the Company's common shares in the public market. During 1999 and
2000, the Company repurchased 6.6 million shares at a weighted average cost of approximately $13.44 per share.

In 2003, certain officers and a director of the Company completed a stock for stock option exercise and received approximately 1.2 million common shares in
exchange for 720,743 common shares of the Company. The receint of approximately 0.4 million of these common shares were deferred pursuant to a deferral plan.
In addition, vesting of restricted stock grants approximating 45,000 shares of common stock of the Company were deferred. In connection with these transactions
the Company recorded $8.3 million in deferred obligations.
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14, OTHER INCOME

Other income from continuing operations was comprised of the following (in thousands):
For the year ended December 31,

2002 2001
Lease terminations $3,913  $5,939
Structuring and financing fees 118 215
Settlement of call option - -
Sale of option rights 2,254 -

Other, primarily abandoned
project costs, net (889) {123

$5396  $6,031

15, IMPAIRMENT CHARGE

An impairment charge of $0.6 million was recorded for the year ended December 31, 2003. This charge relates to the projected loss on the potential sale of a
shopping center, aggregating 64,000 square feet of GLA. This asset is not considered held for sale in accordance with SFAS 144 as not all sale considerations
had been met at December 31, 2003, ‘

During the second quarter of 2001, one of the Company's retail tenants announced it was liquidating its inventory and closing its remaining stores. {n assessing
recoverability of its recorded assets associated with this tenant, the Company had initially estimated, based upon its_prior experience with simitar liquidations, the
proceeds relating to the Company's claims in liguidation would be sufficient to recover the aggregate recorded assets for this tenant. In the third quarter of 2001,
the tenant completed its sale of inventory and auction of its real estate. The Company believed that based on (i) a lack of significant proceeds received by the
tenant on its auction of real estate and the other assets, and (ii} a fack of positive information disseminated from the tenant which suggested a reduced probability
of recovery of certain recorded amounts, a provision of $2.9 million was appropriate. This charge was reflected as an impairment charge within the consolidated
statement of operations.

16. DISPOSITION OF REAL ESTATE AND REAL ESTATE INVESTMENTS AND DISCONTINUED OPERATIONS

Discontinued Operations

Included in discontinued operations for the year ended December 31, 2003, 2002 and 2001, are twenty-one properties aggregating 1.4 million square feet.

The Company did not have any properties considered as held for sale at December 31, 2003, Sixteen of these properties had been previously included in the shopping

center segment and five of these centers had been previously included in the business center segment (Note 21), The operations of these properties have been reflected

on a comparative basis as discontinued operations in the consolidated financial statements for each of the three years ended December 31, 2003, included herein.
The operating results relating to assets sold or designated as assets held for sale after December 31, 2001 are as follows (in thousands):

For the year ended December 31,

2002 2001

Revenues $5,932

Expenses:
Operating
Impairment charge
Interest
Depreciation

{Loss) income from discontinued operations
Gain on sale of real estate
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During 2003, the Company recorded a net gain on the sale of thirteen assets of $0.5 million. In the second quarter of 2003, the Company recorded an
impairment charge of $2.0 million relating to the sale of one of these assets. This impairment charge was reclassified into discontinued operations (see table
above) due to the sale of the asset in the third quarter of 2003. There was no gain or loss recognized upon the final sale of the asset.

Ouring the second quarter of 2002, the Company received an unsolicited offer and entered into a contract to sell a wholly owned shopping center located
in Orlando, Florida and recorded a related impairment charge of approximately $4.7 million which is included in income (loss) from discontinued operations.
The sale occurred in the fourth quarter of 2002.

Disposition of Real Estate and Real Estate Investments

During 2003, the Company recorded gains on disposition of real estate and real estate investments of approximately $73.9 miltion. This gain relates in part
to the transfer of seven shopping center assets to a 20% owned joint venture, which aggregated $25.8 million. Also included in this gain is the transfer of four
shopping centers to a joint venture in which the Company effectively owns a 14.5% interest, which aggregated $41.3 million. Additionally, the Company
recorded approximately $6.8 miltion relating to the sale of residual land. ‘

During 2002, the Company recorded gains on disposition of real estate and real estate investments aggregating approximately $3.4 million. This gain relates
in part to the transfer of the 90% interest in the shopping center property located in Kildeer, 1Winois which resulted in a gain of $2.5 million and also land sales
which resulted in an aggregate gain of $0.9 million,

During 2001, the Company recorded gains on disposition of real estate and real estate investments aggregating $18.3 million. The Company sold five shopping
center properties located in Ahoskie, North Carolina; Gahanna, Ohio; Highland Heights, Ohio; Toledo, Ohio and Rapid City, South Dakota and one office property

located in San Diego, California. The Company also recorded an aggregate gain of $1.6 million associated with the sale of land in Lebanon, Ohio and
Coon Rapids, Minnesota.

17. TRANSACTIONS WITH RELATED PARTIES

As discussed in Note 13, the 0.21% mincrity interest in the five shopping centers acquired in 2002 are owned by the employees of an equity affiliate in
which the Company effectively owns a 79% interest.

As discussed in Note 2, the Company entered into the KLA/SM joint venture in March 2002 with Lubert-Adier Funds, which is owned in part by a Director
of the Company.

As discussed in Note 2, the Company entered into a joint venture with Lubert-Adler Funds, which is owned in part by a Director of the Company which was
sold in connection with the MDT joint venture in November 2003. In September 1599, the Company transferred its interest in a shopping center under development
in Coon Rapids, Minnesota, a suburb of Minneapolis, to a joint venture in which the Company retained a 25% economic interest. The remaining 75% economic
interest was held by private equity funds {“Funds”) controlled by a Director of the Company. This Director holds a 0.5% economic interest in the Funds. In 2001,
the Funds reimbursed the Company $0.9 million for payment against prior advances. The Company had a management agreement and performed certain adminis-
trative functions for the joint venture pursuant to which the Company earned management, leasing and development fees of $0.6 million, $1.3 million and $0.6
million in 2003, 2002 and 2001, respectively and interest income of $1.6 million in 2001 (none in 2002 and 2003). In addition, in 2003, 2002 and 2001 the .
Company recognized a gain of approximately $1.1 million, $0.4 million and $1.1 million, respectively, related to the sale of real estate to the joint venture for that
portion not owned by the Company, determined utilizing the percentage of completion method. On December 31, 2001, the joint venture obtained a non-recourse foan
and the Company was reimbursed approximately $21 million for all loans made to the joint venture.

In December 2003, the Company purchased the Company's Chairman of the Board and Chief Executive Officer's 5% economic interest in its management
service company for approximately $0.1 million, which represented the book value of the minority interest account. This entity was historically accounted for on
the equity method of accounting. Upon acquisition of this interest, this entity was fully consolidated. These entities were criginally structured in this format in
arder to meet certain REIT qualification requirements.

In 1995, the Company entered into a lease for office space owned by one of its principal shareholders. General and administrative rental expense associated
with this office space aggregated $0.6 million for each of the years ended December 31, 2003, 2002 and 2001. The Company utilizes a conference center owned
by a principal shareholder and director for company sponsored events, board meetings and the annual meeting to shareholders. The Company paid $0.1 million,
in 2003, 2002 and 2001, for the use of this facility.
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As discussed in Note 12, the Company assumed the liability for the Regal Cinemas judgment.

The Company was a party {0 a fawsuit that involved various claims against the Company relating to certain management related services provided by the
Company. The owner of the properties had entered into a management agreement with two entities (“Related Entities”) controlled by a director of the Company,
to provide management services, The Company agreed to perform those services on behalf of the Related Entities and the fees paid by the owner of the properties
were paid to the Company. One of the services to be provided by the Company was to obtain and maintain casualty insurance for the owner's properties. A loss was
incurred at one of the owner's properties and the insurance company denied coverage. The Company filed a lawsuit against the insurance company. The Company
entered into a settiement pursuant to which the Company paid $750,000 to the owner of the praperties, and agreed to indemnify the Related Entities for any loss
or damage incurred by either of the Related Entities if it were judicially determined that the owner of the property is not entitted to receive insurance proceeds
under a policy obtained and maintained by the Company.

To facilitate the settlement, the Chairman of the Board of Directors and Chief Executive Officer of the Company (“CEQ”), entered into a joint venture with
the principal of the owner of the properties, and the Company entered into a management agreement with the joint venture effective February 1, 2004, The CEO
holds an ownership interest of approximately 25.0% of the joint venture. The Company will provide management and administrative services and will receive faes
equal to 3.0% of the gross income of each property for which services are provided, but not fess than $5,000 per year from each such property. The management
agreement expires on February 28, 2007, unless terminated earlier at any time by the joint venture upon 30 days' notice to the Company or by the Company upon
60 days' notice to the joint venture.

The Company maintains certain management agreements with various partnerships entities owned in part by the former Chairman of the Board and current
Director of the Company, in which management fee and leasing fez income of $0.1 million was earned in 2003, 2002 and 2001. Transactions with the Company's
equity affiliates have been described in Notes 2 and 3.

18. BENEFIT PLANS

Stock Option and Other Equity-Based Plans
The Company’s stock option and equity-based award plans provide for the grant, to employees of the Company, the following: Incentive and non-qualified stock
options to purchase common shares of the Company, rights to receive the appreciation in value of common shares, awards of common shares subject to restrictions
on transfer, awards of common shares issuable in the future upon satisfaction of certain conditions and rights to purchase common shares and other awards based
on common shares. Under the terms of the award plans, awards may be granted with respect to an aggregate of not more than 10,413,806 common shares.
Options may be granted at per share prices not less than fair market value at the date of grant, and in the case of incentive options, must be exercisable within
ten years thereof.{or, with respect to aptions granted to certain shareholders, within five years thereof). Options granted under the plans generally become exercisable
one year after the date of grant as to one-third of the optioned shares, with the remaining options being exercisable over the following two-year period.

(n 2002, the shareholders approved the 2002 Equity-Based Award Plan which aifows for the grant of up to 3,100,000 common shares.

tn 1997, the Board of Directors approved the issuance of 900,000 stock options to the Company’s Chief Executive Officer, which vested immediately upon
issuance. In addition, 700,000 of these options, all of which were exercised in 2003, in a stock for stock option exercise (Note 13), were issued outside of a plan.

The Company granted options to its directors. Such options were granted at the fair market value on the date of grant. Options granted generally become
exercisable one year after the date of grant as to one third of the optioned shares, with the remaining options being exercisable over the following two-year period.
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The following table reflects the stock option activity described above (in thousands):

Number of Options Weighted-Average

Executive Exercise Fair

Employees Directors Officer Price Vatue
Balance December 31, 2000 4,022 954 700 $16.19

Granted 536 30 - 1377 $0.84
Exercised (477) (820) - 14.08
Canceled (98) - - 18.84
Balance December 31, 2001 3,983 164 700 16.50

Granted 900 20 - 20,38 $2.07
Exercised (1,132 {20} - 15,53
Canceled (73) (5) - 18.02
Balance December 31, 2002 3,678 159 700 17.51

Granted 892 - - 2352 $2.23
Exercised {1,709 {34) {700) 16.13
Canceled {76) - - 1871
Batance December 31, 2003 2,785 125 - $2048

The following table summarizes the characteristics of the options outstanding at December 31, 2003

(in thousands):
Options Dutstanding Options Exercisable
Vigighted-Average Weighted- Weighted-
Range of Qutstanding Remaining Average Exercisable Average
Exercise asof Contractual Exercise 2 Exercise
Prices 1231103 Life Price 123103 Price
$11.50 - $17.50 464 6.2 $13.28 314 $13.24
$17.51 - $23.50 2,347 6.9 21.58 1,004 21.23
$23.51 - $29.00 99 9.6 28.14 - -
2,910 6.9 $20.48 1,318 $19.33

As of December 31, 2003, 2002 and 2001, 1,318; 3,119 and 3,554 options (in thousands), respectively, were exercisable. The weighted average exercise
prices of these exercisable options were $19.33, $17.47 and $17.53 at December 31, 2003, 2002 and 2001, respectively.

In 2000, the Board of Directors approved a grant of 30,000 Performance Units to the Company’s Chief Executive Officer, The 30,000 Performance Units granted
will be converted to common share equivalents ranging from 30,000 to 200,000 common shares based on the annualized total shareholders' return for the five-year
period ending December 31, 2004, In 2002, the Board of Directors approved grants aggregating 70,000 Performance Units to the Company's Chief Executive
Officer, President and Executive Vice President. The 70,000 Performance Units granted in 2002 will be converted to common share equivalents ranging from
70,000 to 466,666 Common Shares based on the annualized total shareholders’ return for the five-year period ending December 31, 2006. In 2001, 2002 and
2003, the Board of Directors approved a grant of 80,633; 120,508 and 103,139 restricted shares of common stock, respectively, to several executives and outside
directors of the Company, The restricted stock grants vest in equal annual amounts over a five-year period for the Company's executives and over a three-year period
for the outside directors of the Company. These grants have a weighted average fair value at the date of grant ranging from $13.333 to $23.00, which was equal
to the market value of the Company's stock at the date of grant. During 2003, 2002 and 2001, approximately $5.0 million, $2.2 million and $1.2 million,
respectively, was charged to expense associated with awards under the equity-based award plans relating to restricted stock and Performance Units.

The Company applies APB 25, “Accounting for Stock Issued to Employees” in accounting for its plans, Accordingly, the Company does not recognize
compensation cost for stock options when the option exercise price equals or exceeds the market value on the date of the grant. Assuming application of
the fair value method pursuant to SFAS 123, the compensation cost, which is required to be charged against income for all of the above mentioned plans,
was $5.2 million, $2.5 mitlion and $2.1 miliion for 2003, 2002 and 2001, respectively. The amounts charged to expense are presented in the aforementioned
paragraph. See Note 1 for pro forma presentation.
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For purposes of the pro forma presentation, the fair value of each option grant was estimated on the date of grant using the Black-Scholes options pricing

model using the following assumptions: Forthe year ended December 31,

2002 2001

26% - 5.4% 4,0% - 5.5%
6.6%-80%  10.8%-125%
4-8yrs, 4-10yrs.
214%-261%  225%- 26.4%

Risk free interest rate (range)
Dividend yield (range}
Expected life {range)
Expected volatility (range)

401k} Plan

The Company has a 401(k) defined contribution plan covering substantially all of the officers and employess of the Company, which permits participants to defer
up to a maximum of 15% of their compensation. In 2001, the Company matched 25% of an employee's contribution up to a maximum of 6% of an employse’s
annual compensation, after deducting contributions, if any, made in conjunction with the Company's 401(k) plan. Effective January 1, 2002, the Company matched
the first 3% of the participant’s contributions at an amount equal to 50% of the participant's elective deferrals and the second 3% of the participant's contributions
at an amount equal to 25% of the participants elective deferrals for the plan year. Effective January 1, 2003, the Company matched the participants contribution in
an amount equal to 50% of the participants elective deferral for the plan year up to a maximum of 6% of a participant’s annual compensation. The Company’s plan
allows for the Company to also make additional discretionary contributions. No discretionary contributions have been made. Employees’ contributions are fully vested
and the Company's matching contributions vest 20% per year. Once an employee has been with the Company five years, all matching contributions are fully
vested. The Company funds all matching contributions with cash. The Company's contributions for the plan year ended December 31, 2003, 2002 and 2001
were $0.4 million, $0.2 million and $0.1 miltion, respectively. The 401(k) plan is fully funded at December 31, 2003.

Elective Deferred Compensation Plan

The Company has a non-qualified elective deferred compensation plan for certain key executives which permits eligible employees to defer up to 100% of their
compensation. In 2001, the Company matched 25% of an employee’s contribution up to a maximum of 6% of an employee’s annual compensation, after
deducting contributions, if any, made in conjunction with the Company's 401(k) plan. Effective January 1, 2002, the Company matched the first 3% of the
participant’s contribution at an amount equal to 50% of the participant’s elective deferrals and the second 3% of the participant’s contributions at an amount equal
to 25% of the participant's elective deferral for the plan year. Effective January 1, 2003, the Company matched the participants contribution in an amount equal to
50% of the participants elective deferral for the plan year up to @ maximum of 6% of a participant's annual compensation after deducting contributions, if any, made
in conjunction with the Company's 401(k) plan. Deferred compensation charged to expense related to an employee contribution is fuily vested. Deferred compensation
charged 1o expense related to the Company’s matching contribution vests 20% per year. Once an employee has been with the Company five years, all matching
contributions are fully vested. The Company's contribution for the years ended December 31, 2003, 2002 and 2001 was $0.1 million, $0.1 million and $0.03
million, respectively. At December 31, 2003, 2002 and 2001, deferred compensation under this plan aggregated approximately $6.0 million, $1.5 million and
$1.3 million, respectively. The pfan is fully funded at December 31, 2003. |

Equity Deferred Compensation Plan

In 2003, the Company established the Developers Diversified Realty Corporation Equity Deferred Compensation Plan, a non-qualified compensation pian, for
certain key executives and directors of the Company to allow for the deferral of receipt of common stock of the Company with respect to eligible equity awards.
See Note 13 regarding the deferral of stock to this plan. At December 31, 2003, there were 0.5 million common shares of the Company in the plan valued at
$15.6 million. The Plan is fully funded at December 31, 2003.

QOther Compensation

During the fourth quarter of 2003 and 2002, the Company recorded a $0.9 million and $2.0 million charge, respectively, as additional compensation to the
Company’s Chairman of the Board of Directors and Chief Executive Officer, relating to an incentive compensation agreement associated with the Company's
investment in the Retait Value Fund Program. Pursuant to this agreement the Company’s Chairman and Chief Executive Officer is entitled to receive_u'p to 25%
of the distributions made by Coventry (Note 2}, providing the Company achieves certain performance thresholds in relation to Funds From Operations growth and/or
total shareholder return,
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19, EARNINGS AND DIVIDENDS PER SHARE

Earnings Per Share (“EPS”) have been computed pursuant to the provisions of SFAS No. 128.

The following table provides a recanciliation of both income from continuing operations and the number of common shares used in the computations
of “basic” EPS, which utilizes the weighted average of common shares outstanding without regard to dilutive potential common shares, and “diluted” EPS,
which includes all such shares.

For the year ended December 31,
[in thovsands, excep! per share amopunts) As adjusted

2002 2001
$96,996 $71,309

3429 18297
(27,058) (27,262)

Income from continving operations
Add: Gain on disposition of real estate and real estate investments
Less: Preferred stock dividends

Write-off of original issuance costs associated with preferred operating partnership
units and preferred shares redeemed

Adjustment for effect of a change in accounting principle that is applied retroactively (Note 1) {5,544)
Basic EPS - Income from continuing operations applicable to common shareholders 67,823 62,344
Add: Operating partnership minority interests - -
Diluted - Income from continuing operations applicable to common shareholders $ 67823 962,344

Number of Shares:
Basic - average shares outstanding
Effect of dilutive securities:

Stock options

| 63807 55186

954 593
Operating partnership minority interests - -
Restricted stock 76 55
Diluted - average shares outstanding 64,837 553834

Per share data:

Basic earnings per share data:
Income from continuing operations applicable to common shareholders
{Loss) income from discontinued operations
Net income applicable to common shareholders

Difuted earnings per share data: :
Income from continuing operations applicable to common shareholders 105 8 112
{Loss) income from discontinued operations ’ 0.02 0.05
Net income applicable to common shareholders { 107 § 117

CL07 % 113
0,02 0.05
109 § 118

Options to purchase 2,909,958; 4,536,853 and 4,846,825 shares of common stock were outstanding at Dacember 31, 2003, 2002 and 2001, respectively
{Note 17), a portion of which has been reflected above using the treasury stock method. Options aggregating 520,500 and 1,168,000 were antidilutive at
December 31, 2002 and 2001, respectively {none were antidilutive in 2003).

Basic average shares outstanding do not include restricted shares totaling 209,684; 190,455 and 137719 respectively, were not vested at December 31,
2003, 2002 and 2001 and consequently, were not included in the computation of basic EPS for all years presented (Note 17).

For certain joint ventures where the joint venture partner has the right to convert its interest in the partnership to common shares of the Company or cash,
at the election of the Company, it is the Company's intent to settle these conversions, if any, in cash.

The exchange into common stock of the minority interests, associated with OP Units, was not included_‘i.n, the computation of difuted EPS for 2002 and 2001
because the effect of assuming conversion was antiditutive (Note 13). o

The redemption of the $35 million Preferred OP Units, including those exercisable through the exercise of the warrant into common shares, was not included in the
computation of diluted EPS for 2001 and 2002 because the effect was antidilutive or they were considered contingently issuable through the redemption date (Note 13),
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20. FEDERAL INCOME TAXES

The Company elected to be taxed as a Real Estate Investment Trust (“REIT") under the Internal Revenue Code of 1986, as amended, commencing with its
taxable year ended December 31, 1993. To qualify as a REIT, the Company must meet a number of organizational and operational requirements, including
a requirement that the Company distribute at least 90% of its taxable income to its stockholders. It is management’s current intention to achere to these
requirements and maintain the Company’s REIT status. As a REIT, the Company generally will not be subject to corporate level federal income tax on taxable
income it distributes currently to its stockholders. As the Company distributed sufficient taxable income for the three years ended December 31, 2003, no
federal income or excise taxes were incurred.

If the Company fails to qualify as a REIT in any taxable year, it will be subject to federal income taxes at regular corporate rates {including any alternative
minimum tax) and may not be able to qualify as a REIT for the four subsequent taxable years. Even if the Company qualifies for taxation as a REIT, the Company
may be subject to certain state and local taxes on its income and property, and to federal income and excise taxes on its undistributed taxable income. In addition,
the Company has three taxable REIT subsidiaries that generate taxable income from non-REIT activities and are subject to federal, state and local income taxes.

The tax basis of assets and liabilities exceeds the amounts reported in the accompanying financial statements by approximately $37 million, $162 million and .
$136 million at December 31, 2003, 2002 and 2001, respectively.

The following represents the combined activity of all of the Company's taxable REIT subsidiaries. The disclosure of the majority of the amounts in 2003 and
all of the amounts in 2002 and 2001 relate to entities racorded on the equity method of accounting until December 31, 2003 (in thousands):

For the yeaf ented December 31,

2002 2001
$3,941  $(3,765)

Book (loss) income before income taxes
Components of income tax expense (benefit)
are as follows:

Current:
Federal
State and local

Deferred:
Federal
State and local

$2,342 214

Total {benefit) expense

The differences between total income tax expense or benefit and the amount computed by applying
the statutory federal income tax rate to income before taxes were as follows (in thousands):

For the year ended December 31,

2002 2001

Statutory rate of 34% applied to pre-tax
(loss) income

Effect of state and local income taxes,

$1340  $(1,280)

net of federal tax benefit 197 (188)
Valuation allowance increase {decrease) (1,432} 1,682
QOther 2,237 -
Total (benefit) expense $2342 § 214

Effective tax rate 59.43%  (5.68)%
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Deferred tax assets and fiabilities of the Company's taxable REIT subsidiaries were as follows (in thousands):

For the year ended December 31,

2002 2001

Deferred tax assets™ $1,484 $3,264
Deferred tax liabilities (1,177 (567}
Valuation allowance® (1,264) (2,697)
Net deferred tax asset (liahility) $ (957) $ -

e

e
(13 The majority of the defered tax assels and valuation aitawance is atiributable to interest expense sublect to limitations and basis differential in assefs due to purchase price accounting.

Reconciliation between GAAP net income to taxable income is as follows {in thousands):

For the year ended December 31,

2002 2001
GAAP net income $101,970 $92,372
Add: Book depreciation and amortization™ 34,142 36,154
Less: Tax depreciation and amortization® (25,219) {27,096)
Bookitax differences on gainsflosses from capital transactions (600) {1,086)
Joint venture equity in earnings, net™ 8,084 (4,872)
Dividend from subsidiary REIT investments 9,500 -
Deferred income 1,926 2,883
Compensation expense {4,410) (5,662}
Legal judgment - -
Miscellaneous book/tax differences, net 749 218
Taxable income before adjustments 126,142 92,911

Less: Capital gains
Taxable income subject to the 90%
dividend requirement

(9,782) (14,417)

$116,360 $78,494

113 Depreciation expense from majority-wned subsidiaries and ffifiates where the Company has financial and operating control, which are consalidaled for financial reporing purposes, dut nof for tax
reporting purposes, is included in the reconciliation stem “Joint venture equity in eamings, net,”

Reconciliation between cash dividends paid and the dividends paid deduction is as follows (in thousands):

For the year ended December 31,

2002 2001
$122,841 $108,212
(174) {15,475)
3,475 174
{9,782) (14,417)
$116,360 $ 78,494

Cash dividends paid
Less: Dividends designated to prior year
Plus: Dividends designated from the following year
Less: Portion designated capital gain distribution
Dividends paid deduction
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Characterization of distributions is as follows (in thousands):

For the year ended December 31,

2002 2001

Ordinary income $1.44 $1.04
Capital gains 0.10 0.12
Unrecaptured Section 1250 gain 0.02 0.07
$1.56 $1.23

A portion of the fourth quarter dividends for each of the years ended December 31, 2003, 2002 and 2001 have begn allocated and reported to
shareholders in the subsequent year, Dividends per share reported to shareholders for the years ended December 31, 2003, 2002 and 2001 are
summarized as follows:

Gross Capital
2003 Date Ordinary Bain Total
Dividends Paid Income Distritutions Dividends
4th quarter 2002 01/06/03 $0.19 $0.14 $0.33
1st quarter 04/07/03 0.25 0.18 04
2nd quarter 07/07/03 0.25 0.16 o4
3rd quarter 10/06/03 0.25 0.16 0.41
4th quarter 01/05/04 0N 0.07 0.18

$1.05 $0.69 $1.74

2002 e oy
Dividends Paid Income Distributions Dividends
4th quarter 2001 01/07/02 $0.34 $0.03 $0.37
1st quarter 04/08/02 0.35 0.03 038
2nd quarter 07/08/02 0.35 0.03 038
3rd quarter 10/07/02 0.35 0.03 0.38
4th quarter 01/06/03 0.05 0,00 0,05

$1.44 $0.12 $1.56

Gross Capital

2001 Date Ordinary _ Gain Total

Dividends Paid Income Distributions Dividends
4th quarter 2000 01/04/01 $0.11 $0.01 $0.12
1st quarter 04/07/01 0.31 0.06 0.37
2nd quarter 07/03/01 0.31 0.06 037
3rd quarter 10/02/01 0.31 0.06 0.37
4th quarter 01/07/02 - - -

$1.04 $0.19 $1.23
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21. SEGMENT INFORMATION

As a result of the acquisition of AIP's business centers in connection with the AIP merger on May 14, 2001 {Note 3), the Company has two reportabie business
segments, shopping centers and business centers, determined in accordance with SFAS No. 131, “Disclosures about Segments of an Enterprise and Related
Information.” Accordingly, the Company operated within one segment for periods prior to this merger. Each shopping center and business center is considered

a separate operating segment. However, each segment on a stand alone basis is fess than 10% of the revenues, profit or loss, and assets of the combined reported
operating segments and meets the majority of the aggregation criteria under SFAS 131.

The shopping center segment consists of 346 shopping centers including 126 owned through joint ventures in 44 states aggregating approximately 54.0 miltion
square feet of Company-owned GLA. These shopping centers range in size from approximately 10,000 square feet to 750,000 square feet of Company-owned
GLA. The business center segment consists of 34 business centers in 11 states aggregating approximately 3.9 mitlion square feet of Company-owned GLA.

These business centers range in size from approximately 10,000 square feet to 330,000 square feet of Company-owned GLA.
The table below presents information about the Company's reportable segments for the year ended December 31, 2003, 2002 and 2001 (in thousands).

Business Shopping

2003 Centers Centers Other Total
Total revenues $ 35240 § 440,857 $ 476,097
Operating expenses {(11,489) (110,273} (121,762)
23,151 330,584 354,335
Unallocated expenses'” $(234,664)  (234,664)
Equily in net income of joint ventures 44,967 44,967
Gain on sale of joint venture interests 71,950 71,950
Minority interests (5,365) (5,385)
Income from continuing operations ’ $ 167,223
Total real estate assets $266,104  $3,618,807 $3,884,911

Business Shopping

2002 Centers Centers Other Total
Total revenues $ 35979 $ 318867 $ 354,846
Operating expenses (11,3500 (75,269 (86,619)
24629 243,598 208,227
Unallocated expenses™ $(182,430) (182,430)
Equity in net income of joint ventures 32,769 32,769
Minority interests (21570)  (21,570)
Income from continuing operations : $ 96,996
Total real estate assets $276,425 $2,527631 $2,804,056
Business Shopping
2001 Centers Centers Other Total
Total revenues® $ 23542 $291,439 $ 314,981
Operating expenses® (7.011)  (63,150) (70,161)
16,531 228,289 244 820
Unallocated expenses™ $(170,569) (170,569
Equity in net income of joint ventures
and minority equity investment 1,550 17,010 18,560
Minority interests (21,502) (21,502}
Income from continuing operations $ 71309
Total real estate assets $274,599 $2,219,066 $2,493 665
{1} Unaftocated expenses consist of general and administrative, interest, impairment charge and depreciation and amortization as listed in the

consolidated statements of operations.
12) Reflests operating activity for the AIP properties for the period May 15, 2001 through Pecember 3), 2001,
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22. SUBSEQUENT EVENTS

In January 2004, the Company issued $275 million of five-vear unsecured senior notes with a coupon rate of 3.875%. Net proceeds from this offering of
approximately $272.2 million were used to repay approximately $104 million of variable rate mortgage debt, $150 million of the Company's unsecured term
debt associated with the JON merger, and the balance was used to repay revolving credit facilities.

In January 2004, the restricted cash attributed to the sale of one of the Company’s wholly owned shopping centers, aggregating approximately $94.5 million,
was released due to the decision to no longer pursue a like-kind exchange. After the release of these funds, approximately $4.8 million remains in restricted
cash in anticipation of the compietion of a like-kind exchange.

In February 2004, the Company paid Regal Cinemas $8.7 million, representing the amount of the judgment and accrued interest, in connection with a legal
settlement which was accrued as of December 31, 2003 (Note 12).

23. QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The following table sets forth the quarterly results of operations, restated for discontinued operations, for the years ended December 31, 2003 and 2002
(in thousands, except per share amounts):

2003 First Second Third Fourth Tofal
Revenues as reported in Form 10-@'s

filed in 2003 $103,391  $123,799 $124177

Revenues of sold properties transferred »

to discontinued operations (828) (577) (254)

Revenues 102,563 123,222 123923 $126,389 $476,097
Net income 38385  BBA402 41988 91,488 240,261
Net income applicable to common

shareholders 26,510 57,140 24525 80881 189,056
Basic:

Net income per common share $ 038 § 067 % 029 § 094 § 231
Weighted average number of shares 70,087 85032 85997 86,206 81,903
Diluted:

Net income per common share $ 037 § 086 $ 028 § 092 § 227

Weighted average number of shares 71,218 87,667 87,065 88414 84,188

First Second Third Fourth Total

2002 As adjusted {Note 1)

Revenues as reported in Form 10-Q's

filed in 2003 $85421 $84,774 991,623

Revenues of sold properties transferred

to discontinued operations (476) {43) {183)

Revenues 84,945 84,731 91440 $93,730 $354,846
Net income : 23931 23244 25178 29,617 101,970
Net income applicable to common

shareholders 16936 10618 18687 23127 69,368
Basic:

Net income per common share $ 028 $ 016 $ 029 § 036 ¢ 1.09
Weighted average number of shares 60,992 64,442 64,712 65029 63,807
Diluted:

Net income per common share $ 027 $ 016 § 028 § 035 ¢ 107

Weighted average number of shares 61,888 65593 65761 65967 64,837
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PRWARHOUSE(QOPERS

REPORT OF INDEPENDENT AUDITORS

To the Board of Directors and Shareholders of
Developers Diversified Realty Corporation:

In our opinian, the accompanying consolidated balance sheets and the related consolidated
statements of operations, of comprehensive income, of shareholders’ equity and of cash flows
present fairly, in all material respects, the financial position of Developers Diversified Realty
Corporation and its subsidiaries {the “Company”) at December 31, 2003 and 2002, and the
results of their operations and their cash flows for each of the three years in the period ended
Dacember 31, 2003 in conformity with accounting principles generally accepted in the
United States of America. These financial statements are the responsibility of the Company’s
management; our responsibility is to express an opinion on these financial statements based
on our audits. We conducted our audits of these statements in accordance with auditing
standards generally accepted in the United States of America, which require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a 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. We believe that our audits provide a reasonable basis for
our opinion.

As discussed in Notes 1 and 13 to the consolidated financial statements, in 2003,

the Company adopted the provisions of EITF Topic D-42, “The Effect on the Calculation
of Earnings per Share for the Redemption or induced Conversion of Preferred Stock.”
In addition, as discussed in Notes I and 16 to the consolidated financial statements,
in 2002, the Company adopted the provisions of Statement of Financial Accounting
Standards No.144, “Accounting for the Impairment or Disposal of Long-Lived Assets,”

Prstshonslona D

Cleveland, Ohio
March 12, 2004
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PRICE RANGE OF COMMON SHARES (UNAUDITED)

The high and fow sale prices per share of the Company’s common shares, as reported on the New York Stock
Exchange Composite tape, and declared dividends per share for the quarterly periods indicated were as follows:

High Low Dividends

2003:

First $24.65 $21.22 $0.41

Second 29.62 24.15 041

Third 30.25 28.00 0.41

Fourth 33.90 2823 0.46
2002:

First $21.70 $17.97 $0.38

Second 23.65 20.70 0.38

Third 23.18 17.25 0.38

Fourth 22.60 19.49 0.38

As of February 27, 2004, there were 3,229 record holders and approximately 35,000 beneficial owners of the
Company's common shares,
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i ‘ALABAMA T oy

Birmingham {Brook Hrghland) Lowes Home lmprovement Warehouse Wrnn Drxre'} )

- ‘Books-A-Million, Michaels, Ross Dress For' Less Petco | :
- Birmingham {Eastwood Féstival Centre) Home:Depot, Food Smart Ottrce Depot Regal Crnemas Burlrngton Coat Factory, Dollar Tree
Birmingham (Rrverchase Promenade) Marshalls Goodys Toys “R” Us, Krds “R" Us Mrchaels Prer 1 lmports )

- Gadsden Food Warld, Fred's * NN S : .
Opelika Wal- Mart, Lawe's Home lmprovement Warehouse Wrnn Drxre Goodys

Scottsboro (Scottsboro Marketplace) Wal-Mart Supercenter Goodys

Phoenix (Ahwatulree) Bassett Furnrture Ashley Homestores Stern Mart AMC Theatres Barnes& Noble Babres “R” Us Ross Dress For Less OttrceMax lo Ann Etc
Best Buy, Petco, The Oak Store, Old Navy : ) . : B A
_Phoenrx (Deer Valley) Target, Ross Dress For Less OttlceMax PETsMART

s'Stern Mart OtfrceMax Marks Frtzgerald Furnrture Regal Crnemas

chaels AMC Theatres

ARKANSAS
- Fayetteville (Sprrng Creek) Old Navy, Bed Bath& Beyond, TJ Maxx Goodys Best Buy, Wal Mart Supercenter Home Depo Shoe Carnrval Davrdandal .
‘ Fayettevrlle (Steele Crossrng) Kohl's, Target PETsMART,. Sl : g

North Little. Rock T.J, Maxx; Cinemark Theatres Burltngton Coat Factory, Bed Bath & Beyond Sports Authorlty, Mrchaels
Russellvrlle Wal Mart, lCPenney, Stage Dollar Tree

CALIFORNIA e TR e

Lancaster Wal- Mart Crnemark Thea res, Cos o, Mrchaels Marshalls Staples 99 Cents Only X
Los-Angeles (Crty of lndustry) Sam'’s Clu; Toys “R Us, MlllersOutpost Othc ' epol Home Depot Smart& Frnal :
Los Angeles (Long Beach) (CrtyPlace) Nordstrom. Rack, Ross Dress For Less, WaI Wart, Albertsons, Say-On,; Annaernens ,
Los Angeles (Long Beach) (The. Pike) Crnemark Theatres GameWor‘ Cl'ub‘ Gladstone's; Tokyo ubba Gump Shrrmp Co PF Chang
Califomia Pizza Kitched R
Los Angeles (Pasadena) Macys Pacific. Theaters Gelsons Market DSW Shoe Warehouse Equrnox Heal
P.f. Chang’s, Bombay Company, Tommy Bahama Sephora " T : B :
Mlssron Vreyo ‘Albentsons; Crown Hardware ) ‘
Oceanside Regal Cihemas. . .~ ¢ -

San Drego {San'Ysidro) Kmart, Marshalls, Ross Dress For. Less

San Francisco (1000 Van. Ness) AMC Thegres, Crunch Frtness L
San Francisco (Pleasant Hill) ‘Albertzons; Michaels, Borders Century Theatres Bed Bath & Beyond
. San‘Francisco (Richmond Crty Center) Walgreens, FoodsCo Lo

_ San Francisco (chhmond Hllltop) ltrceMax PETsMART Ross Dress For Less Barnes& Noble

back Steakhouse lsland Burgers o,

h &4 Frt_nes_s, _Ya_rd House; Loehmann 5, J ; Delmonrco S Seatood

Dress-For Less ', ,

:.Century Tneatres Party Crty

COLORADO
. Alamosa Big: “R" ty Market , . i T
. - Denver (Aurora) Bed: Bath & Beyond, PETsMART Wal- Mart Supercenter Ottrce Depot Home Depot , _
Deriver (Broomfield) The Great Indoors, | Best Buy, Li inens NThrngs Nordstrom Rack, Office Depot cative! Leather-.Famous Footware Pier 1 lmpors,f :
Denver (Centennial) Goff smith Golf Center Soundtrack; Ross Dress For Less; BftrceMax Michaels; Toys R Us? Borders, Amerrcan Furnlture Superstore
R.E.L., Home Depot Expo World Market, Guitar-Center, Petco, Just for: Feet Richmond Hames Design:( ente 'oehmanns ]
Denver (Lrttleton) The: Gap/Gap Krds/Baby Gap/Gap Body, Taibots, Prer I, lmports, Pottery Barn Coldwater eek‘Ann Taylor JCrew Banana Republrc erlrams Sonoma l;‘ i
Bombay Company; JosephLA; Bank Clothiér,-Buca: Di Beppo, Champs s
Denver (ParkerlFIatAcres MarketCenter) Kohl’s, Gart Spotts, Bed Bath & Beyond Mrchaels Famous ,Footware R—
Denver (ParkerIParker Pavilions): PETSMART, Office Depot Home Depot Wal Mart Supercenter
Denver (Tamarac) Madstone; Theatres; The Gap, Ace Hardware . :
" Denver (University: Hrlls) King Soopers OttrceMax PETsMART Pier I lmports Lrnens "N Thlngs,
Fort Coflins Wal Mart Supercen e, Home Depot S pow

Jusfifor Feet, Dress Barn

o
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CONNECTICUT

Hartford (Plainville) Lowe’s Home Improvement Warehouse, Loews Theaters, AC. Moore, Old Navy, Levitz Furniture, Kohl's, Dick's Sporting Goods, PETSMART, KB Toys,
Famous Footware, Linens *N Things '

Waterbury Kmart, Jo-Ann Etc.

FLORIDA

Crystal River Bealls, Bealls Outiet

Daytona Beach Marshalls

Jacksonville JCPenney, Winn-Dixie, Bealls Outlet, Walgreens

Lakeland Lowe's Home Improvement Warehouse

Marianna Bealls, Sallie Mae Corporation

Melbourne

Naples Winn-Dixie, T.J. Maxx, Ross Dress For Less, Circuit City, OfficeMax

Ocala Winn-Dixie, Sports Authority, Blocker's Furniture

Orlando (Fer Park) v ‘
Orlando (Oviedo) OfficeMax, Ross Dress For Less, Michaels, T.). Maxx, Linens ‘N Things, Lowe's Home Improvement Warehouse, PETSMART, Shoe Carnival
Ormond Beach Publix, Bealls, Bealls Outlet

Pensacola (Gulf Breeze) Wal-Mart Supercenter, Lowe's Home Improvement Warehouse

Pensacola (Palafox Square) Wal-Mart Supercenter

Pensacola {Pensacola Marketplace)

Tallahassee (Capital West) Wal-Mart Supercenter, Bealls Outlet

Tampa (Bayonet Point) Bealls, Bealls Outlet, Publix, T.J. Maxx

Tampa (North Pointe Plaza) Wal-Mart, Publix

Tampa (Town N’ Country Promenade) Wal-Mart, Bealls, Kash ‘N Karry

Tampa (Brandon) Kmart, Kane’s Furniture, (t's Bedtime, Chuck £. Cheese

Tampa (Brandon/Lake Brandon Plaza) CompUSA, Jo-Ann Fabrics, Publix, Babies “R" Us

Tampa {Brandon/Lake Brandon Village) Linens 'N Things, Sports Authority, Lowe's Home Improvement Warehouse
Tampa (Palm Harbor} Albertsons, Target, Eckerd

Tampa (Spring Hill) Bealls, Ross Dress For Less, Wal-Mart Supercenter, Shoe Carnival, Bob's Carpet

Tampa (Tarpon Springs) Kmart, Big Lots, Staples, Bealls Outlet, West Marine

Tampa (West Pasco) Bealls, Bealls Outlet, My Gift Cottage

GEORGIA

Athens Wal-Mart Supercenter

Atlanta (Duluth) Wal-Mart, Office Depot, Party City, Dollar Tree

Atlanta (Chamblee) SaveRite, Kudzu, Hancack Fabrics

Atlanta (Litburn) Kroger

Atlanta (Lithonia) (Turner Hill Marketplace) Sam's Club, Toys “R” Us, Best Buy, Bed Bath & Beyond
Atlanta (Lithonia) {Shops at Turner Hill)

Atlanta (Marietta/Garrison Ridge Crossing) Lowe's Home improvement Warehouse

Atlanta (Marietta/Towne Center Prado) Stein Mart, Ross Dress For Less, Publix, Crunch Fitness, Bames & Noble, Petco, Party City

Atlanta (Perimeter) Stein Mart, United Artists, Babies “R" Us, Office Depot, St. Joseph's Well Center, Michaels, Sports Authority, L.A. Fitness Sports Club, KB Home
Atlanta {Stockbridge) Pike Nursery ‘

Atlanta (Stone Mountain) Lowe's Home Improvement Warehouse

Atlanta (Tucker) Wal-Mart, Kroger, Goody's

Atlanta (Union City) Wal-Mart, Ingles, Bealls Outlet, Dollar Tree

Canton (Riverplace) Ingles, Staples

Canton (River Pointe) Wal-Mart Supercenter

Cartersville Ingles, Ross Dress For Less

Columbus Target, Goody's, Michaels, PETsMART

Cumming (Cumming Marketplace) Wal-Mart Supercenter, Home Depot, Goody's, OfficeMax, Lowe's Home Improvement Warehouse, PETSMART, Michaels, Shoe Carnival, Party City
Cumming (Pinetree Village) Pike Nursery

Douglasville Lowe's Home Improvement Warehouse, Babies “R” Us, Best Buy
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Fayetteville Lowe's Home Improvement Warehouse

Ft. Oglethorpe Big K, CVS

Griffin Winn-Dixie

LaFayette

LaGrange

Lawrenceville SaveRite

Loganville Kroger

Macon (Warner Robins) Lowe's Home Improvement Warehouse, Wal-Mart Supercenter, T.J. Maxy, PETSMART, Staples
Madison Wal-Mart

McDonough Wal-Mart Supercenter, Lowe's Home Improvement Warehouse

Newnan Wal-Mart Supercenter, Lowe’s Home Improvement Warehouse, Belk

Peachtree City Staples

Suwanee (Johns Creek Town Center) Michaels, Staples, Kohl's, Shoe Gallery, PETsSMART
Suwanee (The Village at Noble Farms) Pike Nursery, Eckerd Drug

Woodstock Wal-Mart

IDAHO

Boise (Meridian) Wal-Mart Supercenter, Bed Bath & Beyond, Old Navy, Shapko Stores, Office Depot, Sportsman's Warehouse, Ross Dress For Less, Marshalls, Craft Warehouse,
PETSMART, Rabies “R” Us

idaho Falls OfficeMax, World Gym, Fred Meyer Supercenter, Rite Aid

ILLINOIS

Chicago (Deer Park} The Gap, Banana Republic, Pottery Barn/Pottery Barn Kids, Eddie Bauer, Barnes & Noble, Restoration Hardware, Pier 1 Imports, Coldwater Creek, J.Crew, Ann Taykor,
Talbots, Williams Sonoma, Bombay Company, Abercrombie & Fitch, Joseph A. Bank Clothier, California Pizza Kitchen

Chicago (Kildeer) Bed Bath & Beyond, Circuit City, Old Navy, World Market, Erehwon Mountain Outfitter, Ulta Cosmetics

Chicago (Schaumburg) Fxpo Design Center, Circuit City, Off 5th, OfficeMax, Container Store, Filene’s Basement, Marshalls, Nordstrom Rack, Borders, Costco, PETSMART,

Home Goods, Famous Footware, Old Navy

Decatur Wal-Mart Supercenter

Harrisburg Wal-Mart, Mad Pricer

Mount Vernon Sears, JCPenney, Peebles

INDIANA -

Bedford Kmart, JCPenney, Goody's, Buehier's Buy Low

Connersville Wal-Mart, Lo Bill Foods

Highland (Chicago) Marshalls, Circuit City, Kohl's, OfficeMax, Jewel, Target, Borders, MC Sporting Goods, KB Toys, Petco, Famous Footware
Lafayette Wal-Mart Supercenter '

Iowa
Cedar Rapids Kohl's, T.J. Maxx, Barnes & Noble, OfficeMax, Famous Footware, Old Navy, Halimark
Ottumwa JCPenney, Herberger's, OfficeMax, Target

KANSAS

Kansas City (Cherokee North Shopping Center} Osco, Once Upon a Child

Kansas City (Devonshire Village Shopping Center} Performing Arts Academy, La Petite Daycare, Pizza Hut, Gymboree, First Trust National Mortgage, Tea Garden Restaurant

Kansas City (Leawood) Galyans, AMC Theatres, Bamnes & Noble, Pottery Barn, Coldwater Creek, Limited, Limited Too, Abercrombie & Fitch, Williams Sonoma, American Eagle,

Victoria's Secret, Express, Bath & Body, Structure, The Gap/Gap Body/Gap Kids, J.Jill, Pacific Sunwear, Bravo Cucina ltaliano, Restoration Hardware, Houlihan's, Bristol Seafood Bar and Grill -
Kansas City (Merriam) OfficeMax, PETSMART, Hen House, Marshalls, Dick's Sporting Goods, Cinemark Theatres, Home Depot, Old Navy, Pier 1 Imports

Kansas City (Overland Park) Sam's Club, Home Depot, Babies “R" Us

Kansas City (Ten Quivira Shopping Center) Price Chopper Foods, Westlake Hardware

Wichita OfficeMax, T.J. Maxx, Barnes & Noble, Burlington Coat Factory, Toys “R" Us, David’s Bridal

KENTUCKY

Hazard Wright Lumber, Save A Lot

Lexington (North Park Marketplace) Wal-Mart Supercenter, Staples

Lexington (Richmond) Ballard's

Lexington (South Farm Marketplace) Lowe's Home Improvement Warehouse, Wal-Mart Supercenter
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MAINE
Brunswick Hoyt's Cinema, Bookland, T.J. Maxx, Sears, Big Lots, Staples, KB Toys

MARYLAND
Salisbury Home Depot, Target, OfficeMax, Michaels, PETSMART

MASSACHUSETTS
Boston (Everett} Bed Bath & Beyond, Old Navy, OfficeMax, Babies “R” Us, Michaels, Target, Home Depot, Costco, PETSMART

Boston (Framingham) General Cinema, Toys “R" Us, Macy's Furniture, T.J. Maxx, A.C. Moore, Marshalls, Bob's, Linens ‘N Things, Sports Authority, OfficeMax,
Best Buy, Bamnes & Noble, DSW Shoe Warehouse, Babies “R" Us, Kohl's, Old Navy

MICHIGAN

Bad Axe Farmer Jack's

Cheboygan Kmart

Chesterfield Wal-Mart Supercenter

Detroit Phoenix Theatres, Bally's Total Fitness, Big Lots

Gaylord Wal-Mart

Grand Rapids (Grandville) Lowe’s Home Improvement Warehouse, Gander Mountain, Circuit City, PETSMART, OfficeMax, Linens ‘N Things, World Market, Party City
Grand Rapids (Walker) T.J. Maxx, Office Depot, Target, Toys “R" Us, Circuit City, Chuck E. Cheese

Houghton JCPenney, OfficeMax, Jo-Ann Fabrics, Carmike Cinemas, Dunham's Sports

Howell Kroger, Elder Beerman, Dunham's Sports

Lansing Gander Mountain, Tractor Supply Co., Wal-Mart Supercenter, Lowe's Home Improvement Warehouse, Michaels, Pier 1 Imports
Mt, Pleasant Wal-Mart, Kroger, T.J. Maxx, Oid Navy

Sault Ste. Marie Wal-Mart, JCPenney, Glen's Supermarket, Fashion Bug, Office Max

MINNESQOTA

Bemidji Kmart, JCPenney, Herberger's, Jo-Ann Fabrics

Brainerd Kmart, Herberger's, Movies 10

Hutchinson JCPenney, Hennen's Furniture, Cash Wise Supermarket, Jo-Ann Fabrics

Minneapolis {Coon Rapids) Linens ‘N Things, Kohl's, Jo-Ann Fabrics, Costco, Sears, Best Buy, Old Navy, Sportsman’s Warehouse, Borders, JCPenney, PETsMART
Famous Footware, Ulta Cosmetics, Casual Corner

Minneapolis (Eagan) Byerly's, Barnes & Noble, OfficeMax, T.J. Maxx, Michaels, Bed Bath & Beyond, Old Navy, PETSMART, Ethan Allen

Minneapolis (Maple Grove Crossing) Koh!'s, Barnes & Noble, Gander Mountain, Michaels, Bed Bath & Beyond, Petco, Old Navy

St. Paul Wal-Mart, Cub Foods, PETSMART, Merwyn's, Herberger's, Borders

Worthington JCPenney, Hy Vee Food Stores, TCMCI Theaters, Sterling Drug

MISSISSIPPI

Gulfport Belk, Cinemark Theatras, Academy Sports, Ross Dress For Less, Goody's, Office Depot, T.4. Maxx, Bed Bath & Beyond, Barnes & Nable, Kirschman’s Furniture,
PETSMART, Old Navy, Circuit City, Shoe Camnival, Chuck E. Cheese, Party City

Jackson (The Junction) Target, Home Depot, Office Depot, PETSMART, Fred's
Jackson (Metro Station) Office Depot, Home Depot

Oxford Kroger

Starkville Stage, JCPenney, Kroger, Lowe's Home Improvement Warehouse
Tupelo (Big Oaks Crossing) Wal-Mart, Sam's Club, Goody's

Tupelo (Saltiflo) Home Depot, PETSMART, Staples

MISSOURI

Arnold Home Depot, Target, Deal$, Shoe Camival

Fenton Family Dollar, Blockbuster Video

Independence Kohl's, Bed Bath & Beyond, Marshalls, Rhodes Furniture, Barnes & Noble, AMC Theatres, Shoe Carnival, Fox and Hound
Kansas City {Brywood) Big Lots, Price Chopper, Galden Beauty Shop, Hollywood Video, Eckerd Drug

Kansas City (Ward Parkway Center) Dillard's, Target, AMC Theatres, 24-Hour Fitness, Dick's Sporting Goods, T.J. Maxx

Springfield Toys “R” Us, Springfield Lighting

St. Louis (St. John Crossing) Shop N Save

St. Louis (Brentwood) Target, Bed Bath & Beyond, PETSMART, World Market Gateway Computer, Shane Jewelers

St. Louis (Gravois) Kmart
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St. Louis (Keller Plaza) Sam’s Club, Sensible Cinemas
St. Louis (Glympic Oaks Village) T.J. Maxx, Michaels, Hallmark
St. Louis (Sunset Hill) Marshalls, Home Depot, PETSMART, Borders, Toys “R" Us, CompUSA, Bed Bath & Beyond, World Market, Old Navy, David's Bridal, Party City

NEVADA

Las Vegas (Family Place at Las Vegas) 99 Cents Only
Las Vegas (The Family Center at Las Vegas) Aibertsons
Reno Century Theatres

NEW JERSEY

Hamilton Kohl's, Linens 'N Things, Michaels, Ross Dress For Less, Shop-Rite, Pier 1 Imports, Lowe's Home Improvement Warehouse, 8J's Wholesale, Wal-Mart,
PETSMART, Party City, Modelt's Sports, Famous Footware

Princeton (Nassau Park Pavilion) Borders, Best Buy, Linens ‘N Things, PETSMART, Wal-Mart, Sam's Club, Home Depot, Target

Princeton (Nassau Pavilion) Dick's Sporting Goods, Michaels, Kohl's, Wegmans Market

NEW MEXICO
Los Alamos Smith's Supermarket, Bealls

NORTH CAROLINA

Asheville Dick's Sporting Goods, Circuit City, Carmike Cinemas, OfficeMax, Michaels, Goody's

Durham Wal-Mart, Food Lion, Burlington Coat Factory, Fashion Ave. of New York

Fayetteville Circuit City, Staples, T.J. Maxx, Bed Bath & Beyond, A.C. Moore, Shoe Carnival

Hendersonvitle Wal-Mart, Ingles, Theaters at Hendersonville

New Bern Wal-Mart Supercenter, Goody's, Books-A-Million

Washington Wal-Mart, Office Depot, Goody's

Waynesville Wal-Mart, Food Lion

Wilmington Sam’s Club, Barnes & Noble, Lowe’s Home Improvement Warehouse, Goody's, Bed Bath & Beyond, Ross Dress For Less, Old Navy

NORTH DAKOTA
Dickinson Kmart, JCPenney, Herberger's, White Drug

OHIO

Akron (Stow) Target, Giant Eagle, OfficeMax, Bed Bath & Beyond, Kohl’s

Ashland Tractor Supply Co.

Bellefontaine Goody's, Staples

Boardman Lowe's Home Improvement Warehouse, Staples, Dick's Sporting Goods, Wal-Mart, PETsSMART, Giant Eagle, Babies “R" Us
Canton (Belden Park Crossings) Koh!'s, Dick's Sporting Goods, DSW Shoe Warehause, Target, Value City Furniture, Jo-Ann Fabrics, H.H. Gregg, PETSMART,
World Market, Arnaus, Factory Card Outlet, Fashion Bug

Chillicothe Lowe's Home Improvement Warehouse, Kroger, OfficeMax, CVS

Cincinnati (Glenway Crossing) Thriftway, Michaels, Shoe Carnival

Cincinnati (Hamilton) H.H. Gregg

Cleveland {Aurora) Marquee Cinemas, Heinen’s Food Store, Doogan's of Aurora, CVS, Smythe Cramer

Cleveland (Elyria) Tops

Cleveland (Macedonia) Wal-Mart, Home Depot, Kohl's, Tops, Cinemark Theatres, Champs

Cleveland [North Olmsted/Plazas at Great Northern) Best Buy, PETSMART, Marshalls, Marc's, CompUSA, Kronheim's Furniture,
Home Depat, Jo-Ann Fabrics, Bed Bath & Beyond, K&G Men's Mart, World Market, MC Sporting Goods, Pier 1 Imports

Cleveland (Solon) Bed Bath & Beyond, Borders, Mustard Seed Market & Café, Old Navy, Talbots Outlet

Cleveland {Kmart Plaza - W.65th) Kmart, Big Lots, Blue Jean

Cleveland {Westlake) Kmart, Marc's

Columbus (Dubfin Village Center) AMC Theatres

Columbus {Perimeter Center) Big Bear

Columbus (Easton Market) Kittie's Fumniture, Galyan’s, T.J. Maxx, Staples, CompUSA, PETsMART, Golfsmith Golf Center, Michaels, DSW Shoe Warehouse,
Bed Bath & Beyond, World Market, Old Navy, Famous Footware, Thomasville

Columbus (Grove City) Bath & Body Works

Columbus (Lennox Town Center) Target, AMC Theatres, Bamnes & Noble, Staples, Famous Foatware, Old Navy, World Market, Petco
Columbus (Pataskala) Village Market, Rite-Aid



Columbus (Pickerington) Damon’s

Columbus (Sun Center) Whole Foods, Babies "R” Us, Michaels, Rhedes Fumniture, Stein Mart, Staples, Old Navy
Dayton (Huber Heights) Wal-Mart, Cub Foods, MC Sporting Goods, Fashion Bug, Party Concepts

Gallipolis Wal-Mart Supercenter

Hillsboro Peebles

Lebanon Wal-Mart, Home Depot

Tiffin JCPenney, Marquee Cinemas

Toledo (Springfield) Koht's, Bed Bath & Beyond, Gander Mountain, Babies “R” Us, Old Navy, Petco, Shoe Carnival
Wilmington County offices, Bob & Carl's Foods

Xenia Wal-Mart, Kroger

OREGON

Portland Office Depot, Haggan's Supermarket, Barnes & Noble, Mervyn's, Target, Ross Dress For Less, Michaels, Nordstrom Rack, Linens ‘N Things, Famous Footware,
0id Navy, Hollywood Video, Petco

PENNSYLVANIA

Mlentown Wal-Mart Supercenter

Erie (Erie Marketplace) Target, Bed Bath & Beyond, Marshalls, Babies "R” Us

Erie (Peach Street Square) Wal-Mart, Lowe’s Home improvement Warehouse, Media Play, Kohl's, Cinemark Theatres, Home Depot, PETSMART, Circuit City, Party City
Erie (West 38th Street Plaza) West Teleservices

Phifadelphia (East Norriton) Kmart, Big Lots, Aldi

Pittsburgh (Monaca) Lowe’s Home Improvement Warehouse, Shop N Save, PETSMART, Cinemark Theatres

SOUTH CAROLINA

. Camden Wal-Mart Supercenter, Winn-Dixie, Belk, Goody's, Burke's Outlet

Charleston (Ashiey Crossing) Wal-Mart, Food Lion

Charleston (Mt. Pleasant) Wal-Mart, Piggly Wiggly, T.J. Maxx, Office Depot, Marshalls
Charleston (North) Wal-Mart Supercenter, OfficeMay, The Roomstore, A.C. Moore, Dollar Tree

Columbia Barnes & Naoble, Marshalls, OfficeMax, Ross Dress For Less, Babies “R” Us, Rugged Warehouse, Hancock Fabrics, Shoe Carnival, Pier 1 Imports
Greenville (Simpsonville) Kohl's, Ingles

Orangeburg Wal-Mart Supercenter, Goody's, Cato

South Anderson

Union Wal-Mart, Belk, Winn-Dixie

SOUTH DAKOTA
Watertown JCPenney, Herberger's, Hy Vee Supermarket, Watertown Cinema 5

TENNESSEE

Brentwood (Cool Springs Pointe) Best Buy, Linens ‘N Things, DSW Shoe Warehouse, Ross Dress For Less, Old Navy
Chattanooga Best Buy, Shoe Carnival, Hobby Lobby, Fresh Market

Columbia Kroger

Franklin Big Lots, Harpeth Antique Mal!

Knoxville (Farragut) Super Bi-Lo

Memphis Kroger

Murfreesbore {Memorial Village) Hancock Fabrics

Murfreesboro (Towne Center) Target, T.J. Maxx, Books-A-Mitlion, Toys “R" Us, Lowe's Home Improvement Warehouse, Party City
Nashville {Goodlettsville) Kroger

Nashville {Hendersonville) Lowe's Home Improvement Warehouse

Nashville Wal-Mart Supercenter, Lowe's Home Improvement Warehouse

TEXAS

Austin Super Target, Hobby Lobby, Toys “R" Us, Ultimate Electronics, Ross Dress For Less, Linens ‘N Things, PETSMART, Party Store, Pier 1 Imports, Dress Barn, Rack Room
Dallas (Frisco) Kohl's

Dallas (Irving) Kohl's, Marquee Cinemas, Wal-Mart Supercenter, Sam's Club, PETSMART, OfficeMax

Dallas (Lewisville) The Roomstore, PETSMART, Best Buy, Academy Sports, Mardel Christian Bockstore, Toys “R" Us, Conn’s Appliance, Pier 1 Imports, David's Bridal, Garden Ridge Pottery
Dallas (McKinney) Kohi's, Aibertsons
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Dallas {Mesquite) Ultimate Electronics, Michaels, Ross Dress For Less, Linens ‘N Things, Kohl's, Home Depot

Ft. Worth (Bridgewood Marketplace) Home Depot

Ft. Worth {Eastchase Market) PETSMART, Ross Dress For Less, United Artists Theatres, Target, Office Depot

Ft. Worth. (Fossil Creek Plaza) Albertsons

San Antonio (Bandera Point) T.J. Maxx, Linens ‘N Things, Old Navy, Ross Dress For Less, Barnes & Noble, Target, Lowe's Home Improvement Warehouse, Kohl's, OfficeMax

UTAH

Logan Rite-Aid, Hastings

Ogden Harmon's Grocery, Hastings

Orem Office Depot, Media Play, Toys “R” Us, Jo-Ann Fabrics, R.C. Willey

Salt Lake City {The Family Place at 3300 South) Brighton Bank, Golden Wok, First Community Bank

Salt Lake City (Midvale) Wal-Mart, Mervyn's, OfficeMax, Media Play, Bed Bath & Beyond, Babies “R" Us, Smith's Supermarket, Ross Dress For Less, Deseret Book, Zurcher's Party,
Petco, Jo-Ann Fabrics

Salt Lake City (Riverdale) Gart Sports, OfficeMax, Super Target, Media Play, Circuit City, Sportsman's Warehouse, Meier & Frank,
Wal-Mart Supercenter, Sam's Club, PETSMART, Zurcher's Party

Salt Lake City (Taylorsville) Gart Sports, Circuit City, Media Play, OfficeMax, PETSMART, Shopko; Jolene's, Bed Bath & Beyond,
Harmon's Superstore, 24-Hour Fitness, Deal$, Ross Dress For Less, Guitar Center, Dollar Tree, Fashion Bug, Jo-Ann Fabrics, USA Baby

VERMONT
Berlin JCPenney, Wal-Mart, Jo-Ann Fabrics, Fashion Bug, Maurice's

VIRGINIA _

Fairfax United Artists Thaatres, Safeway, T.J. Maxx, Bed Bath & Beyond, Tower Records

Lynchburg Goody's, Movies 10, Staples, Rugged Wearhouse, T.. Maxx, Circuit City, Super-Shoe, Dotlar Tree, Factory Card Outlst
Martinsville JCPenney Outlet, Belk, Sears, Kroger, Goody's, OfficeMax

Pulaski Wal-Mart, Food Lion

Richmond (Chester) Ukrop's, Rite-Aid

Richmond (Midlothian) Food Lion ,

Winchester OfficeMax, Kahl's, Books-A-Million, Martin's Food Store

WASHINGTON
Seattle (Everett) Albertsons, Dollar Tree
Seattle (Kirkland) Ross Dress For Less, CompUSA, Rite-Aid, Guitar Center, Totem Lake Cinema, Denny’s Pet World, Big 5 Sporting Goods, Trader Joe's

WEST VIRGINIA
Huntington (Barboursville) OfficeMax, Discount Emporium, Value City Furniture, Jo-Ann Fabrics

WISCONSIN

Milwaukee (Brookfield) Marshails Megastore, Burlington Coat Factory, T.J. Maxx, OfficeMax

Milwaukee (Brown Deer} Kohl's, T.J. Maxx, Burlington Coat Factory, OfficeMax, Michaets, Old Nawy, Marshalls, Pick ‘N Save
Milwaukee (Point Loomis} Kohl's, Pick ‘N Save

Milwaukee (Southgate Marketplace) Movies 10, Wal-Mart, Always $.99, Walgreens

Milwaukee (West Allis) Koht's, Pick ‘N Save, Marshalls Mega Store, Homegoods, Walgreens

SERVICE MERCHANDISE LOCATIONS

Dututh, GA Mega Amusement Entertainment

Metarie, LA PETsMART, Office Depot, Babies “R" Us

N. Charleston, SC A.C. Moore, Dollar Tree

Antioch, TN Bed Bath & Beyond, Office Depot, Casual Male
Franklin, TN.Wild Oats, H.H. Gregg

McAllen, TX Bed Bath & Beyond, Michaels

Richardson, TX Conn's Appliance, Staples
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BOARD OF DIRECTORS




Scott A. Wolstein

Bert L. Wolstein

David M. Jacobstein

Daniel B. Hurwitz
Albert T, Adams
Dean S, Adler

Terrance R. Ahem

Robert H. Gide!
Victor B. MacFarlane
Craig Macnab

Barry A. Sholem

Chief Executive Officer and Chairman of the Board

Chairman Emeritus

President and Chief Operating Officer

Executive Vice President
Chairman, Cleveland Office, Baker & Hostetler LLP
Principal, Lubert-Adler Management, Inc,

Principal, The Townsend Group

Managing Partner, Liberty Partners LP &.
Founder and Managing Principal, MacFarlane Pertners, LLC
Chief Executive Officer, Commercial Net Lease Realty, Inc.

Retired, former Chairman, DL) Real Estate Capital Partners

OFFICERS

Scott A. Wolstein
David M. Jacobstein
Daniel B, Hurwitz
Joan V. Allgood
Richard E. Brown
Timothy J. Bruce
William H. Schafer
Ralph J. Conti
Steven M. Dorsky
David J. Favorite

Susan Hennessey

Michelle Mahue Dawson

Lorraine McGlone
Joseph G. Padanilam

Anthony L. Vodicka -

Robin R, Walker-Gibbons

David E. Weiss

Chief Executive Officer and Chairman of the Board
President and Chief Operating Officer .
Executive Vice Prasident

Senior Vice President of Corporate Affairs and Governance
Senior Vice President of Rea) Estate Operations
Senior Vice President of Development

Senior Vice President and Chief Financial Officer
Vice President and Director of Development

Vice President of Leasing - Northern Region

Vice President of Operations

Vice President of Human Resources

Vice President of Investor Relations

Vice President of Information Technology

Vice President of Acquisitions and Dispositions
Vice President of Leasing - Western Region

Vice President of Leasing ~ Southern Region

Vice President and Generat Counsel
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SHAREHOLDER INFORMATION

Legal Counsel
Baker & Hostetfer LLP
Cleveland, Ohio

Independent Accountants
PricewaterhouseCoopers LLP
Cleveland, Ohio

Transfer Agent and Registrar
National City Bank
Corporate Trust Operations
P.C. Box 92301
LOC 5352
Cleveland, Ohio 44193-0900
1-800-622-6757

Form 10-K
A copy of the annual report filed with the Securities and Exchange Commission on Form 10-K is available,

without charge, upon written request to Michelle Mahue Dawson, Vice President of Investor Relations at the
Company's Executive Offices at the address shown below or on our Web site.

Annual Meeting
May 18, 2004, 8:00 a.m.
The Bertram Inn & Conference Center
-600 N. Aurora Road
Aurora, Ohio 44202-0870

Corporate Offices
Developers Diversi@d Realty
3300 Enterprise Parkway
Beachwood, Ohio 44122
216-755-5500
www.ddr.com
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