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CORPORATE PROFILE

Kite Realty Group Trust is a full-service, vertically
integrated real estate investment trust ("REIT"). We are
focused primarily on the operation, development, construction,
acquisition and ownership of high-quality neighborhood and
community shopping centers in selected growth markets in
the United States.

As of December 31, 2007, we owned interests ina 8
million square foot portfolio of b5 operating properties in
nine states, including 50 operating retail properties totaling
7.4 million square feet. In addition, we had nine projects
encompassing approximately 1.0 million total square feet in
our current development pipeline.

We went public on August 11, 2004. Our common stock
is listed on the New York Stock Exchange under the symbol
KRG. The dividend was increased beginning with the 2007
third quarter to 20.5 cents per share from 19.5 cents per
share. The current annual dividend rate is 82 cents per share,
which represented a 5.4% dividend yield on the year-end
stock price.

By the Numbers

(since going public in 2004)

Number of
operating properties

+ 83%

Total Square Footage of
Operating Portfolio

+ 72%

Revenue!

+ 193%

Dividend
Increase

+ 9.3%

! As compared o calendar year 2004, which
includes KRG and predecessor Company

Growth since the KR’G{IPO in 2004

OPERATING PROPERTY PUHTIFUI.IU

29 properties ¥
a6 million |

total square feet
95% leased /

o

2004

ABOUT THE COVER

Plaza Volente, located in Austin,
Texas, is a 156,333 square foot
community center anchored by

HERB Grocery.
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FINANGIAL HIGHLIGHTS

($ in millions, except per share and number of properties) APR i h 2[]08 (F;:ZS:;
2007 v§.

Years ended December 31, 2007 MOashingtoWODC 2052998

FINANCIAL DATA:

Revenue $138.8 $131.2 $ 987 + bH8

Funds from operations (FFO) of the Kite portfolio” $ 47.2 $ 433 $ 340 + 9.0

Per diluted share $ 126 $ 1.16 $ 113 + 86
Net income $ 135 $ 10.2 $ 134 + 32.4
Earnings Before Interest, Taxes, Depreciation

and Amortization (EBITDA) $ 733 $ 65.1 $ 518 + 12.6

PROPERTY DATA:

Properties in operating portfolio 55 54 45 + 19
Total square feet (in million square feet) 8.0 8.1 6.7 - 1.2
Percent of owned portion under lease 94.6 93.2 955 + 1.4

Projects in all development pipelines 17 15 14

Estimated total gross leasable area (in million square feet) 4.9 2.9 1.8

Estimated total development pipeline cost (KRG share) $ 345.4 $283.9 $1498

DIVIDEND DATA:

Cash dividend paid per share $ 0.800 $ 0.765 $0.750 + 486
FFO PER TOTAL REVENUE CASH DIVIDEND
DILUTED SHARE" (in millions} PAID PER SHARE
$1.26 $131.2 $138.8 $0.80
s113 118 a» — a» [ ]
m F ‘ $0.765
| $98.7 $075 ()
} |
i
! |
| | l
2005 2006 2007 2005 2006 2007 2005 2006 2007

* FFO is a non-GAAP financial measure commonly used in the real estate industry that we believe provides useful infarmation to investors, Please refer
to Management's Discussion & Analysis of Financial Condition and Resulis of Operations for a definition of FFO, and to page 60 for a reconciliation
of net income to FFO.
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Despite the humble stock performance for us and all
REITs in 2007, we just completed our best year ever from
both a financial and business perspective. ‘

On the financial side, revenues were up 5.8% to $138.8
million. Funds from operations rose to $1.26 pelr diluted
share from $1.16 per diluted share in 2008. Thl‘is 8.6%
FFO per share gain was 32% better than the average
improvement achieved by our peer group of ;10 retail
REITs during the same 12-month period. In addition, nat
income advanced 31% to $0.46 per diluted share{last year
compared with $0.35 per diluted share the year before. Fourth
quarter 2007 net income was particularly strong, advancing
41% to $5.2 million compared with $3.7 million recorded in
the same quarter a year ago.

In recognition of our steadily improving perfor-
mance, we increased our cash dividend 5. 1% begin-
ning in the third quarter of 2007. The annual rate is now
$0.82 per share, which provided a dividend y:eld of 6.3%
based on the closing stock price as of the date of this letter
to our shareholders. [

2 |

AI\"in E. Kite, Chairman, (left) and
John A. Kite, Chief Executive Officer

'Il'he majority of our
;[)roperties are new and
ip prime markets. Rental
income is secured by
leases that will remain in
éﬁect for an average of
eight more years.

QUTLOOK ~ 2008

While it's comforting to talk about the successes we
had last year, they are in the past. Instead, we know our
shareholders are more interested in our prospects going
forward, particularly in the current economic environment,

We believe our prospects are solid for 2008. Our
operating portfolio is carefully structured and includes many
operating safeguards that are designed to enable the portfolio
to perform in a variety of economic scenarios.

First, our portfolio is nearly 95% leased. Second,
unlike many companies whose revenue stream starts from zero
each year, we begin each year with a built-in revenue stream.
This is because we generate moest of our revenue from long-
term leases with a remaining average term of approximately
eight years. In fact, it will be at least two years before we
experience a meaningful number of lease expirations. Qur
retail portfolio is also well positioned with an average age of
only seven and a half years, and half of our properties are less
than five years old.
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This combination of newer properties and minimal
near-term lease expirations significantly reduces our
need for major capital expenditures on renovations
and maintenance.

" In addition, much of our operating portfolio is concentrated
in dominant locations where, within a 5-mile radius, the
average annual household income is $80,000, substantially
higher than the national average, and the population density
is approximately 125,000. Moreover, we continue to build
the core of our portfolio in affluent areas of the Southeast.
Consequently, our development pipeline includes many
upscale communities in Florida as well as rapidly growing
areas of North Carolina.

COMPLETED AND CURRENT PROJECTS

We completed construction on two Naples, Florida,
projects — Estero Town Commons and Tarpon Springs Plaza
— and opened them for business last year. Combined, these
projects are 94% leased and are great examples of our ability
to overcome significant entitlement hurdles,
create long-term value, and bring additional
Class-A retail properties into our portfotio.

In addition, projects under construction
and scheduled to open for business during
the next two years aggregate 1 million
square feet. Anchor tenants for these
projects are already 100% leased, and all
retail space is 75% pre-leased. However,
only 27% of the space was occupied or
generating rent at the end of the year. The
upside of these projects will be realized as
final interior finish work is completed, and
tenants open and begin paying rent.

Capital for these projects has been secured. This pipeline
is approximately 80% funded, and the balance of required
capital is covered by in-place construction loans.

CONSERVATIVE MANAGEMENT PHILOSOPHY

We are riskmanagersand have been since our predecessor
company was founded in the 1960's. We've experienced
economic swings many times in the past, and we've dealt
with them successfully, Regardless of the economic outlook
— favorable or unfavorable — our management philosophy
remains unchanged.

We require each development project to pass a series
of increasingly demanding leasing and economic tests, or
“gates,” before we commit capital, thereby materially reducing
risk. These gates are the cornerstone of our systematic deploy-
ment of capital. We believe this conservative financial policy
has enabled us to consistently post solid operating results.

Our ratio of EBITDA to interest expense at29to 1 is
further evidence of our conservative management style.

Qur prudent
management style
is effective. Our debt
is manageable. Our
properties are mostly
in affluent areas and
nearly 95% leased.

In addition, we strengthened our balance sheet earty in 2008
by extending or refinancing on favorable terms more than
80% of $100 million of debt that would have matured during
2008. The remainder of this debt does not mature until the
end of 2008.

We are always mindful of the need to maintain sufficient
capital availability in order to execute our growth plans. In this
regard, we are pleased to have access to multiple sources of
capital. Excellent relations with a diverse group of banks for
construction loans and our expanded line of credit are major
points of emphasis for our capital markets team. Joint venture
partners, like Prudential Real Estate Investors and others,
will continue to be an important part of our capital plan and
balance sheet management efforts.

A CLEAR PLAN

Our focus for leading our company is shared by two
major business initiatives. First, we are fortunate to have an
operating portfolio of properties on first-class real estate that
is well leased and canservatively financed.
These are the kinds of properties that
historically prevail in economic downturns
and are the first to rally when the economy
improves. The operation of our portfolic pays
our dividend, which has increased twice
in our three full years as a public company.
Secondly, the execution of our conservative
development plan is grounded in more than
20 years of development experience. This
experience in sourcing capital, mitigating risk,
and capitalizing on growth opportunities will
hetp pay our dividend in the years to come.

In closing, we wish to thank our fellow shareholders for
their continued confidence in our company, our directors
for their insightful guidance, and our employees for their
dedication throughout the past year.

Sincerely,

AL

Alvin E. Kite
Chairman of the Board of Trustees

John A. Kite
President, Chief Executive Officer and Trustee

Indianapolis, Indiana
March 17, 2008
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Year in

Review

THE OPERATING PORTFOLIO AT DECEMBER 31, 2007

At year-end 2007, we owned interests in 50 retail operating properties in nine states, with concentrations in the Southeast,
Pacific Northwest, Midwest, and the South. These properties encompass approximately 7.4 million total square feet.

Our retail aperating portfolio experienced a meaningful increase in the percentage of gross leaseable area {“GLA") under
lease — to 94.8% compared with 93.4% at the prior year-end. In addition, existing rental rates advanced 8.4% during the year.

We also owned five commercial operating properties. The rentable area within the commercial portfolic was 93.0% leased
at 2007 year-end compared with 91.7% twelve months earlier.

We have grown the total square footage of the operating portfolio by 72% since our IPO less than 4
years ago.

REDUCED-RISK FORMULA Property Type Allocation

Our combined operating and current development portfolio is geared toward value- % of Total GLA
oriented and necessity shoppers. Nationwide consumption levels will fluctuate, but a portion of 6.29%
the consumer's behavior is derived from necessity. We believe that grocery stores and value- ;
oriented retailers like Target will continue to create shopping center traffic. Properties anchored
by these tenants are a recession-resistant component to our portfolio — offering goods and
services consumers use every day.

In addition, we further spread our risk because we have more than 540 tenants, none of
which contributes a disproportionate amount of base rent. Qur largest tenant provides
3.5% of our base rent, while our top 25 tenants combined account for only 39% of
our base rent.

B Community/Power Centers

B Grocery Component Centers

3 Drug Store/Unanchored/Qutlots
O Commercial

LEFT: Our growth strategy has focused
on projecis in the Southeast, where
population growth rates are well above

the national average.
2007 ANNUAL REPORT
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' Recession-resistant. Leases deliver revenue
year after year. Well located Florida properties
command new small shop lease rates as high as
67% above our portfolio average. Retail anchors sell
necessities and items consumers buy regularly.
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Plaza at Cedar Hill, Dallas, Texas

ABOVE: Typically, our properties open with a substantial number of leases already in place, thereby reducing our risk on any particular project.
LEFT: Approximately 100,000 people live within a 5-mile radius of our Tarpon Springs Ptaza shopping center located in Naples, Florida,

Average income levels in this area approach $100,000.

AFFLUENT MARKETS
Approximately 45% of the total GLA in our portfolio, in-
cluding our development pipelines, is in the rapidly-growing
Southeast; 38% is in the Midwest;
10% is in the South; and 6% is in
the Pacific Northwest in loca-
tions that have population and
household income levels
well above average. These
Southeast present locations reveal a
45% major strategy shift in mar-
ket concentration towards
a greater percentage in
the Southeast, particularly
Florida and North Carolina,
and a smaller percentage in the

Geographic
Diversification

Northeast 1%

Pacific Midwest, which just three years ago
Northwest 6% comprised 57% of our total GLA.,
NEW PROPERTIES

We opened three important properties last year: Estero
Town Commons; Tarpon Springs Plaza; and Bayport
Commons.

We opened Tarpon Springs Plaza in the third
quarter in Naples, Florida. It is a 276,346 square foot
SuperTarget-anchored property that was 100% leased
before construction was completed. Due to tenant demand,
additional small shop space is in the planning stage.

Wea opened Estero Town Commans, near Naples,
Florida, in the second quarter. This 208,600 square foot
property is anchored by a Lowe's Home Improvement
Center and includes 25,000 square feet of shop space and
five outparcels. The property was 76% leased at 2007 year-
end and was nearly 90% leased by early 2008.

Bayport Commons, a 286,000 square foot community
center anchored by SuperTarget, partially opened in the third
quarter. This center in Tampa, Florida, was B7% leased at
year-end including all three anchor tenants.

LEASING

During 2007, our leasing department executed 133
retail leases and renewals totaling nearly 730,000 square
feet. Fifty-four of these leases, covering 230,000 square
feet, were signed for our development and redevelopment
properties. Signaling market strength of our pipeline, these
rental rates averaged 41% higher than the average existing
rate within our operating portfolio.

Half of our properties are less than five years old. As
a result, the number of leases expiring during the next
two years is relatively small. However, beginning in 2010,
expirations increase — giving us a positive long-term
outlook on internal growth metrics. Nearly 30% of the
annualized base rent is projected to expire between
2010 to 2012. This rollover opens the door for
potential increases in rental rates, which would drive
internal growth.

2007 ANNUAL REPORT 7




BELOW: Our ability to attract a wide variety of tenants enables customers 1o satisfy their

shopping needs in one place. NEXT PAGE: Acquired in 2006,‘Pine Ridge Crossing, in Naples,

Florida, represenis a shift in our porifolio concentration to tll?e Southeast. There are more than

130,000 people within a 5-mile radius of the property, and it was 97% leased at year-end 2007.
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Pine Ridge Crossing, Naples,-klorida

MANAGEMENT STRATEGY

We are risk managers and have experienced many
different economic conditions during the more than forty
years we've been in business. Given the current economic
environment, cne of our goals is to execute a conservative
development plan. Project selection for the development
pipeline must be carefully evaluated within our company
and strongly endorsed by retailer demand. To ensure our
deployment of capital for developments

operates in the strongest retail corridor in Indianapolis, with
an average income of $80,000 and a population of 170,000
within a 5-mile radius.

CAPITAL MARKETS STRATEGY
Early in 2007, we obtained a four-year $200 million
unsecured credit facility and retired a $150 million three-year
secured facility. With higher borrowing capacity, improved
pricing, and an additional $200 million

is appropriate, we will continue to emplo We are risk manaqers. accordion option, we gained financial flexibility.
Y P g

our progressive “gates” strategy to make
sure incremental hurdles are cleared
before additional dollars are spent.
Executing leases is also a goal,
especially for vacant space within our
operating portfolio, as new tenants for
these spaces provide immediate income.
We make a concerted effort every day to
pursue this low risk form of FFO growth.
We've also increased our focus on
reducing operating costs. In late 2007, we identified ap-

proximately $800,000 in future annual savings by leveraging

our bargaining power with national service providers.
Although not active acquirers in 2007, we view acquisi-
tions as a sound method of growth, particularly assets that
allow us to utilize our development infrastructure to add
value. In fact, in early 2008, we acquired an B0% leased
center for its leasing and development upside. Rivers Edge

We grow with

and efficient capital
allocation,

In addition, we have taken advantage
of favorable interest rates and refinanced
or extended approximately 80% of the

careful development,  g100 million in debt maturities originally
selective acquisitions,

scheduled for 2008.

Partnerships have always played an im-
portant role in our strategy. Arrangements like
our joint venture with Prudential Real Estate
Investors and individual project joint ventures
enable us to share capital needs and risk as
we carry out our development plans.

We will also continue to dispose of non-core assets and
recycle capital into prime properties. During 2007, we sold
two low-growth, single-tenant properties and immediately
redirected the proceeds to higher yielding opportunities.
We are currently maximizing the development potential by
completing the second phase of a medical office property
that we will analyze for a possible sale upon completion.

2007 ANNUAL REPORT 9




A Commitment to

Quality Real Estate

PRIME PROPERTIES
There is a reason why our company has significant market share in Florida, is breaking into North Carolina, and has a
long history in the Pacific Northwest: our properties are where retailers want to be. We are committed to investing in quality
real estate in upscale areas where there is strong market support in place today. Our 5-mile radius average annual
household incomes approach $80,000 and popl.‘llation density is approximately 125,000. The benefits of this
strategy are especially evident in Florida. There, our properties are commanding new small shop rents as high as $30 to $40
per square foot compared to our $21 per square foot ‘portfolio average. Further, the Raleigh, North Carolina region continues
to experience both strong employment growth and a h:igh level of housing demand in contrast to national trends. Finally, our
Indiana properties are located largely on the north side of Indianapolis and adjacent suburbs where household

incomes readily exceed $100,000 and compare very favorably with the best markets in our portfolio.

THE CURRENT DEVELDPMENT PIPELINE E

This pipeline includes projects which are currently under construction or which were recently completed, but not yet
stabilized. (A property is normally stabilized when it is'85% occupied.)

At December 31, 2007, we owned interests in nine retail development properties encompassing 1.0 million total square
feet. Approximately 514,000 square feet are owned b)" us or through joint ventures. The remaining square footage will be
owned by anchor tenants upon completicn of the devélopments. Total estimated cost (Kite and joint venture partners’ shares)
is $145.8 million, of which approximately $110 millionwas incurred at 2007 year-end.

All nine projects are fully entitled, ample financing is in place, and construction is presently underway. At year-end
2007, approximately 75% of the GLA was pre-leased, but only 27% was occupied. Therefore, the development
pipeline represents significant, low-risk lease inlcome for the future.

{

‘ RIGHT: Kite's operating retail portfolio is almost 95% leased.
| During 2007, our leasing department executed 133 retail
leases and renewals totaling nearly 730,000 square feet,

| -
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ANCHOR TENANTS BUILD SHOPPER TRAFFIC THAT ATTRACTS OTHER RETAIL TENANTS

We typically open our projects in phases. Lease revenue

will commence long before any project is completeq entirely.

As a result, we expect lease revenue from these projects
will increase gradually during the latter part of 2008:and
continue throughout 2009. |

Many anchor retailers have already opened at properties
within this pipefine and are performing well while ge‘perating
strong shopper traffic. By ensuring that anchors are in place
first, our properties can achieve traffic volume that entices
smaller retailers and helps us lease remaining space, quickly.
REDEVELOPMENT |

Acquired in 1999, Glendale Town Center, on theT
northeast side of Indianapolis, is presently undergoing major
redevelopment. These activities are being coordinated
around existing nationally-recognized tenants who have

remained open throughout the process.
|

|

Upon completion, the property will contain 685,000
square feet and be anchored by a new Target (non-owned).
Four existing anchors, including a 237,000 square foot
Macy’s, a Kerasotes Theater, Staples, and Lowe's Home
Improvement {(non-owned), continue to drive traffic to this
property. We are maximizing the site with 62,000 square
feet of new small shop space as well as a Panera Bread and
an additional outparcel.

Our redevelopment of Shops at Eagle Creek in Naples,
Florida, is well underway. A lease has been signed with
Staples for one-half of the space formerly occupied by
Winn-Dixie. This redevelopment includes an exterior
renovation of the entire shopping center and an opportunity
to upgrade the quality of the small shop tenants, The
property was 55% leased at 2007 year-end and represents
significant upside.

BELOW: High traffic counts are an important attribute of well-ocated shopping centers. Traders Point, a 348,835 square foot power center, is
located at the intersection of Interstate 465 and 86th Street in|Indianapolis, Indiana. Daily traffic counts are 101,340 and 45,960 respectively.
RIGHT; Redevelopment is a component of our strategy. New construction and renavation at Glendale Town Center in Indianapolis is well underway

and Target is scheduled to open in summer 2008. National retailers such as Macy's, Staples, Kerasotes Theaters, and Lowe's have remained open

throughout the redevelopment.
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Construction does not start until appropriate
anchor tenant commitments are in place.

l Glendale Town Center, Indianapolis, Indiana
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At the end of 2007, KRG's combined development, visible shadow, and
redevelopment pipelines encompassed 17 projects across the country.
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In-Demand Developments Underway

Low Risk Strategy

THE VISIBLE SHADOW P{PELINE

This category includes projects in which we own or controf the land, are working through the entitlement process, and pre-
leasing is underway. Once these projects are fully entitled and site work begins, they are moved into the Current Development
Pipeline. The estimated cost of these projects is $392 million, and our share is approximately $235 miflion.

Three projects added $121.8 million to this category during 2007: South Elgin Commons; Broadstone Station; and Eddy
Street Commons at Notre Dame.

South Elgin Commons, a $26.2 million project near Chicago, will be comprised of junior boxes totaling 130,000 square
feet of GLA and is anchored by a non-owned SuperTarget.

Broadstone Station comprises 105 acres near Raleigh, North Carolina. We expect to use this land for a power center
development totaling a projected 345,000 square fest. After anticipated strategic land sales, development cost for 120,000
square feet of retail GLA to be owned by us on nearly 30 acres is approximately $26 million,

Eddy Street Commons is a mixed-use development adjacent to the University of Notre Dame in South Bend, Indiana. The
initial phase will include $70 million of retail, office, and multi-family uses and was moved into this pipeline when we met three
benchmarks. We fully entitled 25 acres with a planned unit development designation. Then, we obtained approval for signifi-
cant public incentives from the City of Scuth Bend and necessary oversight approvals from the State of Indiana. Finally, we
completed negotiations with the University of Notre Dame on the final deal structure. By eliminating the outflow of capital until
these benchmarks were achieved, we effectively managed our risk on this project.

Each of these projects is located in a market with high retail demand, growing or established population, excellent visibility
and easy access. Construction will not commence on any project until appropriate anchor tenants are in place
and pre-leasing levels meet our risk management criteria.

LEFT: Future plans for mixed-use developments, such as
Eddy Street Commons in South Bend, Indiana (top), and
Delray Marketplace in Delray Beach, Florida (bottom), are
progressing. We received significant public incentives
which gnabled us to proceed with the next phase of the
Eddy Street Commons project.

2007 ANNUAL REPORT 15




:_st'ero Town Commons, Naples, Florida

ABOYE: Anchor tenanis draw shopper traffic to our properties.:BEI.[lW RIBHT: Executive Management Team (left to right): John Kite, President
and Chief Executive Officer; Dan Sink, Executive Vice President and Chief Financial Officer; and Tom McGowan, Senior Executive Vice

President and Chief Operating Officer. ‘

OPPORTUNITIES IN TODAY'S ECONOMY

NEAR TERM, LONG TERM

We see compelling internal and external growth pc‘r)tential
for our company over the next several years. The time flrames
for these growth prospects are different, but each plays a
role in the real estate cycle. :

In the near term, we will maintain focus on completing
our leasing efforts and final tenant finish work in the Current
Development Pipeline. The most complex phases of the:a de-
velopment process have long been completed for this group
of projects. During 2008 and 2009, our FFO will incree:lse as
these tenants take occupancy and begin paying rent. 1

From 2010 through 2012, our annual portfolio lease
expirations are scheduled to increase significantly. Thi? op-
portunity to execute new leases at higher rents is a critical
growth prospect for our company. We believe the quality of
our centers and strength of our markets will help us increase
rental revenue for our portfalio through this upcoming lease
expiration cycle.

While we are mindful of the current economy, we, along
with our key retailers, are planning ahead for an improved
environment. We have an impressive slate of development
projects in our Visible Shadow Pipeline that represent!a

16 |

longer-term phase of our growth story. These projects
have yet to break ground, but we believe they will make key
conlributions to our company's future growth.
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PARTI1
Forward-Looking Statements

This Annual Report on Form 10-K, together with other statements and information publicly disseminated by Kite
Realty Group Trust (the “Company”), contains certain forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, Such statements are based on
assumptions and expectations that may not be realized and are inherently subject to risks, uncertainties and other factors,
many of which cannot be predicted with accuracy and some of which might not even be anticipated. Future events and
actual results, performance, transactions or achievements, financial or otherwise, may differ materially from the results,
performance, transactions or achievements expressed or implied by the forward-looking statements. Risks, uncertainties
and other factors that might cause such differences, some of which could be material, include, but are not limited to:

. national and local economic, business, real estate and other market conditions;
) the ability of tenants to pay rent;

. the competitive environment in which the Company operates;

. financing risks;

. property ownership and management risks;

. the level and volatility of interest rates;

. the financial stability of tenants;

. the Company’s ability to maintain its status as a real estate investment trust (“REIT”) for federal income tax
purposes;

. acquisition, disposition, development and joint venture risks;
. potential environmental and other liabilities;
. other factors affecting the real estate industry generally; and

. other risks identified in this Annual Report on Form 10-K and, from time to time, in other reports we file with the
Securities and Exchange Commission (the “SEC”) or in other documents that we publicly disseminate.

The Company undertakes no obligation to publicly update or revise these forward-looking statements, whether as a
result of new information, future events or otherwise,

ITEM 1. BUSINESS

"4 »oa

Unless the context suggests otherwise, references to “we,” “us,” “our” or the "Company " refer to Kite Realty Group
Trust and our business and operations conducted through our directly or indirectly owned subsidiaries, including Kite
Realty Group, L.P., our operating partnership (the "Operating Partnership’). References to “Kite Property Group"” or
the "Predecessor’ mean our predecessor businesses.

Overview

We are a full-service, vertically integrated real estate company engaged in the ownership, operation, management,
leasing, acquisition, construction, expansion and development of neighborhood and community shopping centers and
certain commercial real estate properties in selected growth markets in the United States. We also provide real estate
facility management, construction, development and other advisory services to third parties.

We were formed in March 2004 and organized as a Maryland real estate investment trust. From our inception until
August 16, 2004, neither we, our Operating Partnership, nor our other subsidiaries had any operations. We commenced
operations on August 16, 2004 after completing our initial public offering (“IPO”), concurrently with the consummation of
various formation transactions that consolidated into our Operating Partnership the ownership of a portfolio of properties
and property interests, and certain commercial real estate businesses of our predecessor, the Kite Property Group (our
“Predecessor™), a nationally recognized real estate owner and developer. Kite, Inc., a former affiliate of Kite Property




|
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Group, was founded in 1960 by our Chairman, Al Kite, and grew from an interior construction company to a full-service,
vertically integrated real estate development, construc::tion and management company,

!
We conduct all of our business through our Opérating Partnership, of which we are the sole general partner. As of

December 31, 2007, we held an approximate 78% interest in our Operating Partnership. Concurrent with our IPO and
related formation transactions, certain individuals recelved units of the Operating Parmershlp in exchange for their interests
in certain properties (the “Limited Partners™). These Limited Partners owned the remaining 22% of the interest in our
Operating Partnership at December 31, 2007.
|

As of December 31, 2007, we owned interests in a portfolio of 50 retail operating properties totaling approximately
7.4 million square feet of gross leasable area (including approximately 2.7 million square feet of non-owned anchor space).
Our retail operating portfolio was 94.8% leased as of December 31, 2007 to a diversified tenant base, with no single retail
tenant accounting for more than 3.5% of our total annualized base rent, See “Item 2. Properties” for a list of our top 25
tenants by annualized base rent. |

As of December 31, 2007, we also had an interest in 11 retail properties in our development/redevelopment pipeline.
Upon completion, our development/redevelopment properties are anticipated to have approximately 1.8 million square feet
of gross leasable area (including approximately 0.8 miiltion square feet of non-owned anchor space). In addition to our
current development/redevelopment pipeline, we have a significant “visible shadow” development pipeline which includes
land parcels that are undergoing pre-development activities and are in the final stages of preparation for construction to
commence. As of December 31, 2007, this visible shadow pipeline consisted of six projects that are expected to contain

approximately 3.1 million square feet of total gross leasable area (including non-owned anchor space) upon completion.
l

In addition, as of December 31, 2007, we owned interests in other land parcels comprising approximately 112 acres.
These land parcels are classified as “Land held for dcvelopment in the accompanying consolidated balance sheet.

Qur operating portfolio, development/redcvelopment pipeline and land parcels are located in Indiana, Florida, Texas,
Illincis, New Jersey, Georgia, Washington, North Carolina, Chio, and Oregon.

We also own interests in four commercial opera{ing properties totaling approximately 563,000 square feet of net
rentable area and an associated parking garage, all located in Indiana. Qccupancy of our commercial operating portfolio
was 93.0% as of December 31, 2007, with no single commercial tenant accounting for more than 2.3% of our total
annualized base rent.

Significant 2007 Activities

2007 Acquisition Activities. During 2007, we made the following significant acquisitions of tand:

e In January 2007, we purchased approxirnately 10 acres of land in Naples, Florida for approximately $6.3
million with borrowings from our then-existing secured revolving credit facility. This land is adjacent to
15.4 acres that we purchased in 2005 and is being held for future development;

e [n March 2007, we purchased approxirrflately 105 acres of land in Apex, North Carolina for approximately
$14.5 million with borrowings from our unsecured revolving credit facility. We are in the process of
developing this land into an approximately 345,000 total square foot shopping center to be called Broadstone
Station. This property was added to our visible shadow pipeline in March 2007;

|

+  In August 2007, our unconsolidated joint venture with Prudential Real Estate Investors (the “Venture™)
purchased approximately 17 acres of land in Cary, North Carolina for a purchase price of approximately $3.4
million, including assignment costs, which was funded through draws from the Venture’s variable rate
construction loan. This land is adjacent to 100 acres of land we previously purchased in July 2006. The
Venture is in the process of developingithis land, along with the acreage purchased in 2006 that was
subsequently contributed to the Venture, into an approximately 1.5 million square foot mixed use shopping
center to be called Parkside Town Commons. In December 2007, we owned a 40% interest in the Venture
which, under terms of the Venture, WillI be reduced to 20% upon the commencement of construction; and

* In August 2007, we purchased approximately 14 acres of land in South Elgin, [llinois for approximately $5.9
million with borrowings from our unsecured revolving credit facility. We subsequently refinanced this debt
I
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with a variable rate construction loan. We are in the process of developing this land into an approximately
308,000 square foot shopping center to be called South Elgin Commeons. This property was added to our
visible shadow pipeline in September 2007,

2007 Development & Redevelopment Activities. During 2007, we added two projects to our development pipeline and
reclassified one operating property to our redevelopment pipeline:

Beacon Hill Shopping Center, Phase If, Crown Point, IN. Once completed, we expect this development
property (together with the already completed Phase I) to be an estimated 128,000 square foot neighborhood
shopping center (including 77,400 square feet of non-owned anchor space). This phase of the project
consists of approximately 19,160 square feet and has a current total estimated cost of approximately $5
million. The first tenant in this phase opened in December 2007;

Spring Mill Medical 11, Carmel, IN. We expect this commercial joint venture development to be an
estimated 41,000 square foot medical office adjacent to our existing Spring Mill Medical commercial joint
venture property. The project has a current total estimated cost of $8.5 million and an estimated opening
date in late 2008. Upon completion, we will evaluate a potential sale of our interests in both phases of Spring
Mill Medical; and

Glendale Town Center, Indianapolis, IN. In March 2007, this property was transitioned from our operating
portfolio to our redevelopment pipeline. This redevelopment will be an approximately 685,000 square foot
neighborhood shopping center (including 281,000 square feet of non-owned anchor space to be occupied by
Target, Lowe’s Home Improvement and Walgreens). Macy's, Staples, and Kerasotes Theatre are additional
existing anchor tenants at this property. The redevelopment has a current total estimated total cost of
approximately $15 million, net of third party contributions. During the period of redevelopment,
approximately 335,000 square feet of space at this property is being feased by tenants that are also expected
to continue to occupy space upon completion of the redevelopment.

Also during 2007, we completed the following development projects and added them to our operating portfolio:

Tarpon Springs Plaza, a 276,300 square foot neighborhood shopping center (including 183,800 square feet of
non-owned anchor space and cutparcels) located in Naples, Florida. The first tenant at this property opened
in April 2007. This property became fully stabilized and was transferred to our operating portfolio in the
fourth quarter of 2007. This property is anchored by Staples, Cost Plus, and AC Moore as well as a non-
owned Target;

Estero Town Commons, a 206,600 square foot neighborhood shopping center (including 181,000 square feet
of non-owned anchor space) located in Naples, Florida. A targe portion of this property is ground leased to
Lowe’s Home Improvement;

Beacon Hill Shopping Center, Phase I, a 108,600 square foot (including 77,400 square fect of non-owned
anchor space) neighborhood shopping center located in Crown Point, Indiana. This property is anchored by
Strack & Van Til’s and Walgreens, both non-owned. The second phase of this property is currently under
development. Once completed, the combined square footage will be an estimated 128,000 square feet; and

Cornelius Gateway, a 35,800 square foot shopping center (including 14,800 square feet of non-owned anchor
space) located in Portland, Oregon. This property is anchored by a non-owned Walgreens.

In addition to Beacon Hill Shopping Center and Tarpon Springs Plaza, four of our retail development properties
became partially operational during 2007:

Bridgewater Marketplace, a 50,800 square foot shopping center (including 24,800 square feet of non-owned
anchor space) located in Indianapolis, Indiana. The first tenant at this property opened in January 2007. This
property is anchored by a non-owned Walgreens;

Sandifur Plaza, a 27,200 square foot shopping center located in Pasco, Washington. The first tenant at this
property opened in January 2007. In December 2007, the Company sold the Walgreens anchor at this
property to a third party;

Gateway Shopping Center, a 289,000 square foot neighborhood shopping center (including 206,000 square
feet of non-owned anchor space) located in Seattle, Washington. The first tenant at this property opened in
April 2007. This property is anchored by Ross Stores and PetSmart, as well as non-owned Koh!’s and Winco
Foods; and



®  Bayport Commons, a 286,000 square f(‘;ot neighborhood shopping center (including 188,800 square feet of
non-owned anchor space) located in Tampa, Florida. The first tenant at this property opened in September
2007. This property is anchored by Mlchaels PetSmart and Best Buy as well as a non-owned Target.

2007 Disposition Activity and Subsequent Acquisition: In November 2007, we sold our interest in our 176" &
Meridian property, located in Seattle, Washington, for net proceeds of $7.0 million and a gain, net of Limited Partners’
interests, of $1.6 million. We anticipated utilizing the proceeds from the sale to execute a like-kind exchange under Section
1031 of the Internal Revenue Code, therefore the net proceeds of this sale were held by an intermediary at December 31,
2007 and are classified as escrow deposits in the accompanying consolidated balance sheet included in Item § of this
Annual Report. In February 2008 we completed the like-kind exchange and purchased Rivers Edge, a neighborhood and
community shopping center located in Indianapolis, [ndiana, for $18.3 million. We utilized approximately $2.7 million of
proceeds from the sale of 176" & Meridian and fundéd the remaining purchase price of $15.6 million through a draw on
our unsecured credit facility, and subsequently refinanced with a variable rate debt instrument.

Line of Credit. In February 2007, the Operating Partnership entered into an amended and restated four-year $200
million unsecured revolving credit facility (the “unsecured facility”} with a group of lenders and Key Bank National
Association, as agent. The Company and several of the Operating Partnership’s subsidiaries are guarantors of the Operating
Partnership’s obligations under the unsecured facnltty The unsecured facility has a maturity date of February 20, 2011, with
a one-year extension option. Borrowings under the new unsecured facility bear interest at a floating interest rate of LIBOR
plus 115 to 135 basis points, depending on our leverage The unsecured facility has a 0.125% to 0.20% commitment fee
applicable to the average daily unused amount. Subject to certain conditions, including the prior consent of the lenders, we
have the option to increase borrowings under the unsecured facility to a maximum of $400 million. The unsecured facility
also inciudes a short-term borrowing line of $25 million with a variable interest rate, Borrowings under the short-term line
may not be outstanding for more than five days.

The amount that we may borrow under the uns}ecured facility is based on the value of properties in our unencumbered
property pool. The Company currently has 46 unencumbered assets, 44 of which are wholly owned and used to calculate
the amount available for borrowing under the unsecured credit facility, and two of which are joint venture assets. Qur major
unencumbered assets include: Silver Glen Crossing, Glendale Town Center, King's Lake Square, Hamilton Crossing,
Waterford Lakes, Eastgate Pavilion, Wal-Mart Plaza, Market Street Village, and Courthouse Shadows.

Qur ability to borrow under the unsecured fac!ility is subject to our ongoing compliance with a number of financial
and other covenants. If an event of default under the unsecured facility exists, we may only make distributions sufficient to
maintain our REIT status. However, we may not make any distributions if an event of default under the unsecured facility
resulting from nonpayment or bankruptcy exists, or if our obligations under the credit facility are accelerated.

Distributions. In 2007, we declared two quarterly cash distributions of $0.195 per common share and two quarterly
cash distributions of $0.205 per common share, or $(_5.80 per common share in 2007. Based on the most recent quarter, our
annualized cash distribution is $0.82 per common share.

r

Business Strategy
!

Our primary business objectives are to generate increasing cash flow, achieve sustainable long-term growth and
maximize shareholder value primarily through the dévelopment, acquisition and operation of well-located community and
neighborhood shopping centers. We focus on a dual growth strategy to grow our business. The first part of this growth
strategy is to focus on increasing our internal growth by leveraging our existing tenant relationships to improve the
performance of our existing operating property portfolio. The second part of this strategy is to focus on achieving external
growth through the expansion of our portfolio. We seek to implement our business objectives and strategies by, among
other things:

e successfully completing the construction and lease-up of our development portfolio;

| . .
¢ continuing to selectively pursue land parcels in attractive markets that can support retaii development while
also focusing on conserving capital; |

» selectively acquiring well-located, high-quality retail properties or portfolios through our investment and
market selection process;

» maintaining a focused property management and leasing strategy by emphasizing and maximizing rent
growth and cost-effective facilities; |




¢ successfully redeveloping certain assets;
¢ selling certain assets and recycling capital; and

s leveraging our construction and advisory services businesses.

Development Activities. We serve as an in-house and third-party developer for national retailers and other clients,
providing a broad range of services that include site selection, development procurement, design, leasing, construction and
property management. As a vertically integrated real estate company, we control all aspects of the development process
from design to operation, which improves our ability to deliver a quality product to our tenants on budget and on time. We
have in-house capabilities and expertise in project design, development, leasing, construction and property management.
Our construction expertise enables us to better identify and complete redevelopment and value-enhancing acquisition
opportunities. We believe that our vertically integrated platform allows us to achieve attractive returns on our development
projects while substantially mitigating the risks associated with ground-up development.

We have an extensive current development pipeline that includes projects for which construction has commenced.
We expect our current development pipeline to be a significant source of growth for us over the next several years. As of
December 31, 2007, we had nine retail properties in the current development pipeline that are expected to contain
approximately 1.0 million square feet, of which approximately 0.5 million square feet will be owned by us or, in some
cases, through joint ventures, with the remainder to be owned by anchor stores upon completion of the development. The
current total estimated cost for these properties is approximately $146 million, of which approximately $110 million had
been incurred as of December 31, 2007. Qur share of the current total estimated cost is approximately $92 million, of which
we had incurred approximately $72 million as of December 31, 2007.

In addition to our current development pipeline, we have a significant “visible shadow” development pipeline which
includes land parcels that are in the final stages of preparation for construction to commence. As of December 31, 2007,
this visible shadow pipeline consisted of six projects that are expected to contain approximately 3.1 million square feet, ata
total estimated project cost of approximately $392 mitlion. OQur share of the total estimated cost is approximately $235
million, of which we had incurred approximately $61 million as of December 31, 2007.

As of December 31, 2007, we also owned interests in undeveloped land parcels comprising approximately 112 acres
that represent future retail and commercial development opportunities, either in the form of expansion of existing properties
or development of new retail properties. We believe our extensive development pipeline creates substantial opportunities to
increase cash flow and create long-term shareholder value.

Investment and Market Selection Process. We seek to develop and acquire primarily neighborhood and community
shopping centers in neighborhood trade areas with attractive demographics. When specific markets are selected, we seek a
convenient and easily accessible location, preferably occupying a dominant corner that has abundant parking facilities, is
close to residential communities, and has excellent visibility for our tenants and easy access for neighborhood shoppers.
Our selection process emphasizes the following factors:

Market and Trade Area: In order to take advantage of our current resources and create economies of scale,
our development and acquisition activities are focused primarily in or near the markets in which we currently
operate or in which we have had previous experience. By having a presence in a market and developing
relationships in that market, we have a greater awareness of market trends and opportunities.

We evaluate each market based on appropriate critetia and prospective use, including:
» historical and projected population growth;

e average household income and density of population within a one-, three- or five-mile radius of the
center, depending on the characteristics of the property;

» transportation patterns and infrastructure;
e Dbarriers to the development of competing centers; and
e diverse employment base.

We also consider opportunities to expand into other geographic markets if we believe those markets have
favorable long-term growth prospects.




Property Characteristics: We focus on!neighborhood and community shopping centers anchored by market-
leading retailers or smaller operators with dominant niche positions. In addition, we focus on the presence of
one or more additional anchors for these centers, including off-price retailers, office superstores, grocers and
fabric and clothing retailers, all of whlchnwe believe increase traffic at the centers and are generally beneficial
to the value of the center. We also seek propertles with a diverse tenant mix that includes service retailers, such
as banks, florists, video stores, restaurants, and apparel and specialty shops. We target dominant shopping
centers that generate a steady, repetitive flow of traffic by providing staple goods to the community and
offering a high level of convenience with ease of access and abundant parking.

We plan to focus our new investments inf the shopping center sector, but also may selectively pursue
commercial development opportunities in markets where we currently operate and where we believe we can
leverage our existing infrastructure and relationships to generate attractive risk adjusted returns. In evaluating
future investments in properties other than neighborhood and community shopping centers, we seck properties
or transactions that have unique characteristics that present a compelling case for investment. Examples might
include properties having high entry yields, properties that are outside of our target markets but are being sold
as part of a portfolio package, properties that are debt-free, a transaction in which we might issue units in our
Operating Partnership or properties that provide substantial growth potential through redevelopment.

Retailer Relationships: We work closely with key tenants and retailers, such as Target, Lowe’s, Walgreens,
Otd Navy, Bed Bath & Beyond, Staples, Publix, Kohl's, and Wal-Mart, to identify attractive investments in
new and existing markets. We seek to maintain strong tenant and retailer relationships in order to avoid rent
interruptions and reduce marketing, leasing and tenant improvement costs that result from re-tenanting space.

We believe we will continue to source a significant volume of growth opportunities through the extensive
network of tenant, corporate and institutional relationships we have established through our Predecessor over
the past four decades. Additionally, we believe our status as a publicly traded REIT will enhance our ability to
acquire properties from tax-motivated sellers through the use of Operating Partnership units as consideration,
thereby providing sellers with liquidity and diversification while providing the opportunity for substantial
deferral of income taxes that otherwise would be due as a result of a cash sale.

Property Management and Leaw‘ng Strategy. We believe that focused property management, leasing and tenant
retention are essential to maximizing the cash flow and valtue of our properties. While our property management and leasing
functions are supervised and administered by personnel at our principal executive office, we do at times engage third party
companies for property management functions at ourlproperties,

Our primary goal in property management is to maintain an attractive shopping environment on a cost effective basis
for our tenants. Our property managers maintain regular contact with our tenants and frequently visit each asset to supervise
the locai personnel and to ensure the proper implementation and execution of our policies and directives. As part of our
ongoing property management, we conduct regular physical property reviews to improve our properties, react to changing
market conditions and ensure proper maintenance. In addition, we have a competitive bid process for the majority of our
service contracts. In the future, we may establish regional offices in certain markets such as Florida and North Carolina,
where we are currently expanding our operations through development and may continue to expand through acquisitions

and additional development projects.
|

Our relationships with several national retailers that currently occupy space at our properties are the cornerstone of our
overall teasing strategy. These nationally recognized anchors enhance the stability and attractiveness of our properties by
driving customer traffic, thereby enhancing the performance of our non-anchor tenants and small shops. Due to the
importance of these anchors to our business, our leasing and development teams work closely with each retailer on site
selection and expansion opportunities within our current and future portfolio. This focused coverage allows us to anticipate
space needs, fill vacant space in our existing portfolio, and identify opportunities to enter into new markets.

Our leasing representatives have become very knowledgeablc in the markets in which we operate and understand the
current tenants, as well as potential local, regional and national tenants, that would complement our current tenant base. In
addition, we utilize a network of brokers to source a variety of tenants for our properties. We also study demographics,
tenant sales and merchandising mix to optimize the sales performance of our centers and thereby increase rents. We believe
this hands-on approach maximizes the value of our shopping centers.

|
|
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Redevelopment and Disposition Strategy. We review each of our assets on a regular basis to determine the appropriate
capital strategy for the asset. This review involves weighing the asset’s future potential growth against its current market
value and may result in the decision to redevelop or dispose of certain assets.

We will consider redeveloping properties if we determine that a redevelopment would be in the best interest of our
shareholders based on a number of factors, including the projected cost of the redevelopment and the current and projected
operating performance of the property. As of December 31, 2007, we had two properties undergoing major redevelopment
(Glendale Town Center and Shops at Eagle Creek) in our redevelopment pipeline. We anticipate our investment in the
redevelopment at Glendale Town Center, net of third party contributions, will be approximately $15 million. We anticipate
our investment in the redevelopment at Shops at Eagle Creek will be approximately $4 million. We expect to fund these
investments through draws on our unsecured facility.

We will consider disposing of properties if we determine that a sale of a property would be in our best interests based
on the price being offered for the property, the current and projected operating performance of the property, the tax
consequences of the sale and other factors and circumstances surrounding the proposed sale, including REIT qualification
rules, avoidance of the 100% “prohibited transactions tax” applicable to REITs and tax protection obligations that we
undertook in connection with our formation transactions, Property dispositions that would give rise to an indemnification
obligation under the tax protection obligations we undertook in connection with our formation transactions are subject 10
approval by a majority of our independent trustees.

In November 2007, we sold our interest in our 176™ & Meridian property, located in Seattle, Washington, for net
proceeds of $7.0 million and a gain, net of Limited Partners’ interests, of $1.6 million. We anticipated utilizing the
proceeds from the sale to execute a like-kind exchange under Section 1031 of the Internal Revenue Code, therefore the net
proceeds of this sale were held by an intermediary at December 31, 2007 and are classified as escrow deposits in the
accompanying consolidated balance sheet included in Item 8 of this Annual Report. In February 2008 we completed the
like-kind exchange and purchased Rivers Edge, a neighborhood and community shopping center located in Indianapolis,
Indiana, for $18.3 million. We utilized approximately $2.7 million of proceeds from the sale of 176" & Meridian and
funded the remaining purchase price of $15.6 million through a draw on our unsecured credit facility, and subsequently
refinanced with a variable rate debt instrument.

Construction and Advisory Services Operations. We provide general construction, construction management,
design/build and complete site development services and have experience in corporate, institutional, hotel, medical and
retail construction. KMI Realty Advisors (*KMI”), one of our subsidiaries, is a registered real estate advisor, providing
strategic property services to both the public and private sectors. KMI provides a full range of real estate consulting
services including portfolio management, due diligence, acquisition, development, financial, program management, facility
management and disposition services. KMI utilizes resources from our development and construction operations to
customize a real estate strategy to achieve specific client goals. In addition to being a continuing source of advisory income,
we believe KMI will help facilitate future access to capital and avenues for growth.

Financing Strategy

We consider a number of factors when evaluating our level of indebtedness and when making decisions regarding the
additional borrowings, including the purchase price of properties to be developed or acquired with debt financing, the
estimated market value of our properties upon refinancing and the ability of particular properties, as well as our Company
as a whole, to generate cash flow to cover expected debt service.

Generally speaking, although we may incur any of the forms of indebtedness described below, we intend to focus
primarily on financing future growth through the incurrence of secured debt on an individual property or a portfolio of
properties and unsecured debt through our revolving credit facility.

We may incur debt in the form of purchase money obligations to the sellers of properties, or in the form of publicly or
privately placed debt instruments, financing from other banks, institutional investors, or other lenders, any of which may be
unsecured or may be secured by mortgages or other interests in our properties. This indebtedness may be recourse, non-
recourse or cross-collateralized and, if recourse, that recourse may include our general assets and, if non-recourse, may be
limited to the particular property to which the indebtedness relates. In addition, we may invest in properties subject to
existing loans secured by mortgages or similar liens on the properties, or may refinance properties acquired on a leveraged
basis. We may use the proceeds from any borrowings for working capital, to purchase additional interests in partnerships or
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joint ventures in which we participate, to refinance existing indebtedness or to finance acquisitions, expansion,
redevelopment of existing properties or development of new properties. We also may incur indebtedness for other purposes
when, in the opinion of our board or management, it is advisable to do so. In addition, we may need to borrow to make
distributions {including distributions that may be reqlllired under the Internal Revenue Code) if we do not have sufficient
cash available to make those distributions. 1

In addition, we are exposed to capital market risk, including changes in interest rates. In order to manage volatility
relating to interest rate risk, we may enter into interest rate hedging transactions from time to time. We do not utilize
derivative financial instruments for trading or speculative purposes nor do we currently have any derivatives that are not
designated as hedges. &

|
Business Segments |
)

Our principal business is the development, construction, acquisition, ownership and operation of high-quality
neighborhood and community shopping centers in selected growth markets in the United States, We have aligned our
operations into two business segments: (1) real estate operation and development, and (2) construction and advisory
services. See Note 15 “Segment Information” in our Notes to Consolidated Financial Statements, contained in this Form
10-K, for information on our two business segments and the reconciliation of total segment revenues to total revenues, total
segment operating income to operating income, total segment net income to net income and total segment assets to total
assets for the years ended December 31, 2007, 2006 and 2005.

Competition

We believe that competition for the developmeni, acquisition and operation of neighborhood and community shopping
centers is highly fragmented. We face competition fm"m institutional investors, other REITs and owner-operators engaged
in the development, acquisition, ownership and leasing of shopping centers as well as from numerous local, regional and
national real estate developers and owners in each of our markets. We also face competition in leasing available space at
our properties to prospective tenants. The actual competition for tenants varies depending upon the characteristics of each
local market in which we own and manage property. We believe that the principal competitive factors in attracting tenants
in our market areas are location, price, the presence of anchor stores, and maintenance of properties.

Government Regulation ‘[

Americans with Disabilities Act. Our properties must comply with Title III of the Americans with Disabilities Act, or
ADA, to the extent that such properties are public accommodations as defined by the ADA. The ADA may require removal
of structural barriers to access by persens with disabilities in certain public areas of our properties where such removal is
readily achievable, We believe our properties are in substantial compliance with the ADA and that we will not be required
to make substantial capital expenditures to address the requirements of the ADA. However, noncompliance with the ADA
could result in imposition of fines or an award of damdges to private litigants. The obligation to make readily accessible
accommodations is an ongoing one, and we will continue to assess our properties and make alterations as appropriate in this
respect. !

Environmental Regulations. Some properties in our portfolio contain, may have contained or are adjacent to or near
other properties that have contained or currently contain underground storage tanks for the storage of petroleum products or
other hazardous or toxic substances, These operations may have released, or have the potential to release, such substances
into the environment. In addition, some of our properties have tenants which may use hazardous or toxic substances in the
routine course of their businesses. t

In general, these tenants have covenanted in their leases with us to use these substances, if any, in compliance with all
environmentat laws and have agreed to indemnify us for any damages we may suffer as a result of their use of such
substances. However, these lease provisions may not fully protect us in the event that a tenant becomes insolvent. Finally,
one of our properties has contained asbestos-containing building materials, or ACBM, and another property may have
contained such materials based on the date of its construction. Environmental laws require that ACBM be properly
managed and maintained, and fines and penalties may be imposed on building owners or operators for failure to comply
with these requirements. The laws also may allow thirdI parties to seek recovery from owners or operators for personal
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injury associated with exposure to asbestos fibers. We are not currently aware of any environmental issues that may
materially affect the operation of any of our properties.

Insurance

We carry comprehensive liability, fire, extended coverage, and rental loss insurance that covers all properties in our
portfolio. We believe the policy specifications and insured limits are appropriate and adequate given the relative risk of
loss, the cost of the coverage, and industry practice. We do not carry insurance for generally uninsurable losses such as loss
from riots, war or acts of God, and, in some cases, flooding. Some of our policies, such as those covering losses due to
terroristn and floods, are insured subject to limitations involving large deductibles or co-payments and policy limits that
may not be sufficient to cover losses.

Offices

Our principal executive office is located at 30 S. Meridian Street, Suite 1100, Indianapolis, IN 46204. Our telephone
number is (317) 577-5600.

Employees

As of December 31, 2007, we had 137 full-time employees. Of these employees, 99 were “home office,” executive
and administrative personnel and 38 were on-site management and administrative personnel.

Available Information

Our Internet website address is www.kiterealty.com. You can obtain on our website, free of charge, a copy of our
Annual Report on Form 10-K, our quarterly reports on Form 10-Q, our current reports on Form 8-K, and any amendments
to those reports, as soon as reasonably practicable after we electronically file such reports or amendments with, or furnish
them to, the SEC. Our Internet website and the information contained therein or connected thereto are not intended to be
incorporated into this Annual Report on Form 10-K.

Also available on our website, free of charge, are copies of our Code of Business Conduct and Ethics, our Code of
Ethics for Principal Executive Officer and Senior Financial Officers, our Corporate Governance Guidelines, and the
charters for each of the committees of our Board of Trustees—the Audit Committee, the Corporate Governance and
Nominating Commitee, and the Compensation Committee. Copies of our Code of Business Conduct and Ethics, our Code
of Ethics for Principal Executive Officer and Senior Financial Officers, our Corporate Governance Guidelines, and our
committee charters are also available from us in print and free of charge to any shareholder upon request. Any person
wishing to obtain such copies in print should contact our Investor Relations department by mail at our principal executive
office.

ITEM 1A, RISK FACTORS

The following factors, among others, could cause actual results to differ materially from those contained in forward-
looking statements made in this Annual Report on Form 10-K and presented elsewhere by our management from time to
time. These factors, among others, may have a material adverse effect on our business, financial condition, operating results
and cash flows, and you should carefully consider them. It is not possible to predict or identify all such factors. You should
not consider this list to be a complete statement of all potential risks or uncertainties. Past performance should not be
considered an indication of future performance.

We have separated the risks into three categories:
e risks related to our operations;
e risks related to our organization and structure; and

e  tax risks.
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RISKS RELATED TO OUR OPERATIONS

Our results of operations are significantly mﬂuenced by the United States economy and the market for retail space
generally.

1

We are susceptible to adverse economic developments in the United States. The United States economy could face a
challenging environment in 2008. General economic, factors that are beyond our control could have a negative impact on
the business of our retail tenants. In turn, this could have an adverse affect on our business because current or prospective
tenants may be unwilling to enter into or renew leases with us on favorable terms or at all, or it may be more difficult for
our tenants to pay us rent. These general economic factors include, but are not limited to, recession, inflation, consumer
credit availability, consumer debt levels, energy costs, tax rates, business layoffs, downsizing or industry slowdowns. We
are also susceptible to other developments that, while not directly tied to the economy, could have an adverse effect on our
business. These developments include relocations of businesses, changing demographics, increased Internet shopping,
infrastructure quality, state budgetary constraints and priorities, increases in real estate and other taxes, costs of complying
with government regulations or increased regulation; decreasing valuations of real estate, and other factors.

In addition, because our portfolio of properties consists primarily of community and neighborhood shopping centers, a
decrease in the demand for retail space, due to the economic factors discussed above or otherwise, may have a greater
adverse effect on our business and financial condition than if we owned a more diversified real estate portfolio. The market
for retail space has been and could be adversely affected by weakness in the national, regional and local economies, the
adverse financial condition of some large retailing companies, the ongoing consolidation in the retail sector, the excess
amount of retail space in a number of markets, and increasing consumer purchases through catalogues or the Internet. To
the extent that any of these conditions occur, they are likely to negatively affect market rents for retail space and could
adversely affect our financial condition, results of operations, cash flow, the trading price of our common shares and our
ability to satisfy our debt service obligations and to pay distributions to our shareholders.

Because of our geographical concentration in Indiana, Florida and Texas, an economic downturn in these states
could adversely affect our financial condition and results of operations.

Like the United States in general, the specific markets in which we operate could face challenging economic
conditions in 2008, In particular, as of December 31, 2007, approximately 36.3% of our owned square footage and
approximately 36.8% of our total annualized base rent is located in the State of Indiana, approximately 25.6% of our owned
square footage and approximately 24.1% of our total;annualized base rent is located in the State of Florida and
approximately 19.3% of our owned square footage and approximately 19.4% of our total annualized base rent is located in
the State of Texas. This level of concentration expos‘es us o greater economic risks than if we owned properties in
numerous geographlc regions. Any adverse econom:c or real estate developments in Indiana, Florida, Texas, or the
surrounding regions, or any decrease in demand for retall space resulting from the local regulatory environment, business
climate or fiscal problems in these states, could adversely affect our financial condition, results of operations, cash flow, the
trading price of our common shares and our ability to satisfy our debt service obligations and to pay distributions to our
shareholders. |

We had approximately $647 million of consu!idat#{:d indebtedness outstanding as of December 31, 2007, which may
impede our operating performance and reduce our ability to incur additional indebtedness to fund our growth.

Required repayments of debt and related interest can adversely affect our operating performance. We had
approximately $647 million of consolidated outstanding indebtedness as of December 31, 2007. Approximately
$174 million of this debt (as reduced by $134 million of interest rate swaps for fixed interest rates) bore interest at variable
rates. Interest rates are currently low relative 1o histofical levels and may increase significantly in the future. If our interest
expense increased significantly, it would adversely affect our results of operations.

We use a combination of interest rate protectior; agreements, including interest rate swaps and locks, to manage risk
associated with interest rate volatility. This may expose us to additional risks, including a risk that a counterparty to a
hedging arrangement may fail to honor its obligation$. Developing an effective interest rate risk strategy is complex and no
strategy can completely insulate us from risks associdted with interest rate fluctuations. There can be no assurance that our
hedging activities will have the desired beneficial impact on our results of operations or financial condition.
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We also intend to incur additional debt in connection with future developments and acquisitions of properties. Our
organizational documents do not limit the amount of indebtedness that we may incur. We may borrow new funds to
develop or acquire properties. In addition, we may incur or increase our mortgage debt by obtaining loans secured by some
or all of the real estate properties we develop or acquire. We also may borrow funds if necessary to satisfy the requirement
that we distribute to shareholders at teast 90% of our annual REIT taxable income, or otherwise as is necessary or advisable
to ensure that we maintain our qualification as a REIT for federal income tax purposes or otherwise avoid paying taxes that
can be eliminated through distributions to our shareholders.

Our substantial debt may harm our business and operating results by, among other things:

®  requiring us to use a substantial portion of our funds from operations to pay interest, which reduces the
amount available for distributions;

®  placing us at a competitive disadvantage compared to our competitors that have less debt;

e making us more vulnerable to economic and industry downturns and reducing our flexibility in responding to
changing business and economic conditions; and

® limiting our ability to borrow more money for operating or capital needs or to finance acquisitions in the
future.

Recent uncertainty in the credit markets could make it difficult for us to refinance our existing indebtedness or
obtain additional financing on faverable terms, if at all,

The current global uncertainty in the credit markets is making it more difficult to obtain financing on favorable terms,
if at all. During 2007, higher interest rates, falling real estate prices and a significant increase in the number of high risk, or
sub-prime, mortgages originated in 2005 and 2006 contributed to dramatic increases in mortgage delinquencies and defaults
in 2007. The anticipated future delinquencies among sub-prime borrowers in the United States is expected to continue in
the foreseeable future. The uncertainty in the credit markets caused banks to reduce their loans to each other or make them
at higher interest rates. Similarly, the ability of companies to obtain financing from banks became more difficult, and when
financing was available, it was generally on terms less favorable than in the past.

This uncertainty in the credit markets has created additional risks related to our indebtedness. Due to the difficulty in
obtaining financing, we may not be able to refinance the existing indebtedness on our properties (which, in most cases, will
not have been amortized fully at maturity) or the terms of any refinancing may not be as favorable as the terms of our
existing indebtedness. If we are not successful in refinancing this debt when it becomes due, we may be forced to dispose
of properties on disadvantageous terms, which might adversely affect our ability to service other debt and to meet our other
obligations. In addition, we may be unable to obtain permanent financing on development projects we financed with
construction loans or mezzanine debt. Our inability to obtain such permanent financing on favorable terms, if at all, could
delay the completion of our development projects and/or cause us to incur additional capital costs in connection with
completing such projects, either of which could have an adverse affect on our business and our ability to execute our
growth strategy.

We expect to continue to experience rapid growth and may not be able to adapt our management and operational
systems to respond to the integration of additional properties without significant disruption or expense.

We have rapidly expanded our business in recent years. Our portfolio includes 30 operating properties that we have
acquired since 1999, including !7 since our IPQO, which contain approximately 2.4 million square feet of owned gross
leasable area. Since our IPO, we have delivered 18 properties from our development pipeline into our operating portfolio,
and we currently have under construction nine additional retail properties projected to total approximately 1.0 million
square feet of gross leasable area (including non-owned anchor space). In addition to this active current development
pipeline, we have an additional six land parcels in our visible shadow pipeline that are in the final stages of preparation for
the commencement of construction. These parcels are expected to contain approximately 3.1 million square feet of gross
leasable area. We also expect to continue to pursue additional development and acquisition opportunities.

As a result of the significant growth of our portfolio, we cannot assure you that we will be able to adapt our
management, administrative, accounting and operational systems or hire and retain sufficient operational staff to integrate
these properties into our pertfolio and manage any future acquisitions of additional properties without operating disruptions
or unanticipated costs. As we develop or acquire additional properties, we will be subject to risks associated with managing
new properties, including tenant retention and mortgage default. In addition, acquisitions or developments may cause
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disruptions in our operations and divert management’s attention away from day-to-day operations, which could impair our
relationships with our current tenants, retailers and employees. In addition, our profitability may suffer because of
acquisition-related costs or amortization costs for acquired intangible assets. Qur failure to successfully integrate any future
properties into our portfolio could have a material adverse effect on our results of operations and financial condition and
our ability to make distributions to our sharcholders.

Our future developments and acquisitions may not yield the returns we expect or may result in shareholder dilution.

We expect to develop and/or acquire a number of real estate properties in the near future. New acquisitions and
developments are subject to a number of risks, including, but not limited to:

s abandonment of development activitiqs after expending resources to determine feasibility;
. | . .
s construction delays or cost overruns tl;at may INcrease project costs;

e our investigation of a property or building prior to our acquisition, and any representations we may receive
from the seller, may fail to reveal various liabilities or defects or identify necessary repairs until after the
property is acquired, which could reduce the cash flow from the property or increase our acquisition costs;

+ financing risks;
¢ the failure to meet anticipated occupancy or rent levels;

* failure to receive required zoning, occupancy, land use and other governmental permits and authorizations
and changes in applicable zoning and }and use laws; and

e the consent of third parties such as tenants, mortgage lenders and joint venture partners may be required, and
those consents may be difficult to obtain or be withheld.

i

In addition, if a project is delayed or if we are unable to lease designated space to anchor tenants, certain tenants may
have the right 1o terminate their leases. If any of thest situations occur, development costs for a project will increase, which
will result in reduced returns, or even losses, from such investments. In deciding whether to acquire or develop a particular
property, we make certain assumptions regarding theI expected future performance of that property. If these new properties
do not perform as expected, our financial performance will be adversely affected. In addition, the issuance of equity
securities as consideration for any acquisitions could!be substantially dilutive to our sharehoiders.

Mortgage debt obligations expose us to the possibility of foreclosure, which could result in the loss of our investment
in a property or group of properties subject to mortgage debt.

As of December 31, 2007, a significant amount, of our indebtedness was secured by our real estate assets. If a property
or group of properties is mortgaged to secure payment of debt and we are unable to meet mortgage payments, the holder of
the mortgage or lender could foreclose on the property, resulting in ioss of our investment. Also, certain of these mortgages
contain customary negative covenants which, amongi other things, limit our ability, without the prior consent of the lender,
to further mortgage the property, to enter into new leases or materially modify existing leases, and to discontinue insurance
coverage. '

Our financial covenants may restrict our operating and acquisition activities.

Qur revolving credit facility contains certain financial and operating covenants, including, among other things, certain
coverage ratios, as well as limitations on our ability 1o incur debt, make dividend payments, sell all or substantially all of
our assets and engage in mergers and consclidations and certain acquisitions. These covenants may restrict our ability to
pursue certain business initiatives or certain acquisition transactions. In addition, failure to meet any of the financial
covenants could cause an event of default under and/ér accelerate some or all of our indebtedness, which could have a
material adverse effect on us. '

Failure by any major tenant with leases in multiple locations to make rental payments to us, because of a
deterioration of its financial condition or otherwise, could seriously harm our performance.
1
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We derive the majority of our revenue from tenants who lease space from us at our properties. Therefore, our ability
to generate cash from operations is dependent on the rents that we are able to charge and collect from our tenants. OQur
leases generally do not contain provisions designed to ensure the creditworthiness of our tenants. At any time, our tenants
may experience a downturn in their business that may significantly weaken their financial condition. As a result, our tenants
may delay lease commencements, decline to extend or renew leases upon expiration, fail to make rental payments when
due, close a number of stores or declare bankruptcy. Any of these actions could result in the termination of the tenant’s
leases and the loss of rental income attributable to the terminated leases. In addition, lease terminations by a major tenant or
non-owned anchor or a failure by that major tenant or non-owned anchor to occupy the premises could result in lease
terminations or reductions in rent by other tenants in the same shopping centers under the terms of some leases. In that
event, we may be unable to re-lease the vacated space at attractive rents or at all. The occurrence of any of the situations
described above, particularly if it involves a substantial tenant or a non-owned anchor with ground leases in multiple
locations, could seriously harm our performance. As of December 31, 2007, the five largest tenants in our operating
portfolio in terms of annualized base rent were Lowe’s Home Improvement, Circuit City, Publix, the State of Indiana, and
Marsh Supermarkets, with annualized base rents for each representing 3.5%, 2.6%, 2.5%, 2.3%, and 2.2%, respectively, of
our total annualized base rent.

We may be unable to collect balances due from any tenants in bankruptcy.

We cannot assure you that any tenant that files for bankruptey protection will continue to pay us rent. A bankruptcy
filing by or relating to one of our tenants or a lease guarantor would bar all efforts by us to collect pre-bankruptcy debts
from that tenant or the lease guarantor, or their property, unless we receive an order permitting us to do so from the
bankruptcy court. A tenant or lease guarantor bankruptcy could delay our efforts to collect past due balances under the
relevant leases, and could ultimately preclude collection of these sums. If a lease is assumed by the tenant in bankruptcy, all
pre-bankruptcy balances due under the lease must be paid to us in full. However, if a lease is rejected by a tenant in
bankruptcy, we would have only a general unsecured claim for damages. Any unsecured claim we hold may be paid only to
the extent that funds are available and only in the same percentage as is paid to all other holders of unsecured claims, and
there are restrictions under bankruptcy laws that limit the amount of the claim we can make if a lease is rejected. As a
result, it is likely that we will recover substantially less than the full value of any unsecured claims we hold from a tenant in
bankruptcy.

Our current and future joint venture investments could be adversely affected by our lack of sole decision-making
authority, our reliance on joint venture partners’ financial condition, any disputes that may arise between us and
our joint venture partners and our exposure to potential losses from the actions of our joint venture partners.

As of December 31, 2007, we owned five of our operating properties through joint ventures, two of which were
accounted for using the equity method as we do not exercise requisite control for consolidation treatment. For the twelve
months ended December 31, 2007, the five properties represented approximately 7% of our annualized base rent. In
addition, six of the properties in our development pipeline, representing approximately 6% of our annualized base rent as of
December 31, 2007, and two properties in our visible shadow pipeline are currently owned through joint ventures, one of
which was accounted for under the equity method as of December 31, 2007 as we do not exercise requisite control for
consolidation treatment. We have also entered into an agreement with Prudential Real Estate Investors to pursue joint
venture opportunities for the development and selected acquisition of community shopping centers in the United States.
These joint ventures involve risks not present with respect to our wholly owned properties, including the following:

¢  we may share decision-making authority with our joint venture partners regarding major decisions affecting
the ownership or operation of the joint venture and the joint venture property, such as the sale of the property
or the making of additional capital contributions for the benefit of the property, which may prevent us from
taking actions that are opposed by our joint venture partners;

= prior consent of our joint venture partners may be required for a sale or transfer to a third party of our
interests in the joint venture, which restricts our ability to dispose of our interest in the joint venture;

«  our joint venture partners might become bankrupt or fail to fund their share of required capital contributions,
which may delay construction or development of a property or increase our financial commitment to the joint
venture;
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s our joint venture partners may have busmess interests or goals with respect to the property that conflict with
our business interests and goals, Wthh could increase the likelihood of disputes regarding the ownership,
management or disposition of the property;

» disputes may develop with our joint venture partners over decisions affecting the property or the joint
venture, which may result in litigation or arbitration that would increase our expenses and distract our
officers and/or trustees from focusing their time and effort on our business, and possibly disrupt the day-to-
day operations of the property such as by delaying the implementation of important decisions until the
conflict or dispute is resolved; and |

* we may suffer losses as a result of the actions of our joint venture partners with respect to our joint venture
investments and the activities of a joint venture could adversely affect our ability to qualify as a REIT, even
though we may not control the joint vénture.

In the future, we intend to co-invest with third ;:)anies through joint ventures that may involve similar or additional
risks.

i

We face significant competition, which may impede our ability to renew leases or re-let space as leases expire,
require us to undertake unbudgeted capital improvements, or impede our ability to make future developments or
acquisitions or increase the cost of these developments or acquisitions.

We compete with numerous developers, owners and operators of retail shopping centers for tenants. These
competitors include institutional investors, other REITs and other owner- operators of community and neighborhood
shopping centers, some of which own or may in the future own properties similar to ours in the same submarkets in which
our properties ar¢ located, but which have greater capital resources. If our competitors offer space at rental rates below
current market rates, or below the rental rates we curjrently charge our tenants, we may lose potential tenants and we may be
pressured to reduce our rental rates below those we currently charge in order to retain tenants when our tenants’ leases
expire. As a result, our financial condition, results of|operations, cash flow, trading price of our common shares and ability
to satisfy our debt service obligations and to pay distributions to our shareholders may be adversely affected. As of
December 31, 2007, leases were scheduled to expire ¢ 'on a total of approximately 3.9% of the space at our properties in
2008. In addition, increased competition for tenants may require us to make capital improvements to properties that we
would not have otherwise planned to make. Any unbudgeted capital improvements we undertake may reduce cash available
for distributions to shareholders.

We also face significant competitton for develo{nment and acquisition opportunities. Many of cur competitors have
greater financial resources and a greater ability to borrow funds than we do to develop or acquire properties. Competition
for investments may reduce the number of suitable investment opportunities available to us and may have the effect of
increasing development or acquisition costs and/or reducing the rents we can charge and, as a result, adversely affect our
operating results. The current market for acquisitions is extremely competitive.

We may not be successful in identifying suitable development projects or acquisitions that meet our criteria, which
may impede our growth.

A central part of our business strategy is expan§_ion through development projects and acquisitions, which requires us
to identify suitable development or acquisition candidates or investment opportunities that meet our criteria and are
compatible with our growth strategy. We may not be successful in identifying suitable real estate properties or other assets
that meet our development or acquisition criteria or in completing developments, acquisitions or investments on satisfactory
terms. Failure to identify or complete developments or acquisitions could slow our growth, which could in turn adversely
affect our operations.

Redevelopment activities may be delayed or otherwise may not perform as expected.

I
We are currently pursuing the redevelopment of our Glendale Town Center and Shops at Eagle Creek properties. We
expect to redevelop certain of our other properties in the future. In connection with any redevelopment of our properties, we
will bear certain risks, including the risk of constructi;on delays or cost overruns that may increase project costs and make a
project uneconomical, the risk that occupancy or rental rates at 2 completed project will not be sufficient to enable us to pay
operating expenses or earn the targeted rate of return Ion investment, and the risk of incurrence of predevelopment costs in

connection with projects that are not pursued to compietlon In addition, various tenants may have the right to withdraw
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from a property if a development and/or redevelopment project is not completed on time. In the case of a redevelopment
project, consents may be required from various tenants in order to redevelop a center. In the case of an unsuccessful
redevelopment project, our entire investment could be at risk for loss.

We may not be able to sell properties when appropriate and could, under certain circumstances, be required to pay
certain tax indemnities related to the properties we sell,

Real estate property investments generally cannot be sold quickly. In connection with our formation at the time of our
IPO, we entered into an agreement that restricts our ability, prior to December 31, 2016, to dispose of six of our properties
in taxable transactions and limits the amount of gain we can trigger with respect to certain other properties without
incurring reimbursement obligations owed to certain limited partners of our Operating Partnership, We have agreed that if
we dispose of any interest in six specified properties in a taxable transaction before December 31, 2016, we will indemnify
the contributors of those properties for their tax liabilities attributable to the built-in gain that exists with respect to such
property interest as of the time of our IPO (and tax liabilities incurred as a result of the reimbursement payment). The six
properties ta which our tax indemnity obligations relate represented approximately 19% of our annualized base rent in the
aggregate as of December 31, 2007, These six properties are International Speedway Square, Shops at Eagle Creek,
Whitehall Pike, Ridge Plaza Shopping Center, Thirty South and Market Street Village. We also agreed to limit the
aggregate gain certain limited partners of our Operating Partnership would recognize, with respect to certain other
contributed properties through December 31, 2016, to not more than $48 millien in total, with certain annual limits, unless
we reimburse them for the taxes attributable to the excess gain (and any taxes imposed on the reimbursement payments),
and to take certain other steps to help them avoid incurring taxes that were deferred in connection with the formation
transactions.

The agreement described above is extremely complicated and imposes a number of procedural requirernents on us,
which makes it more difficult for us to ensure that we comply with all of the various terms of the agreement and therefore
creates a greater risk that we may be required to make an indemnity payment. The complicated nature of this agreement
also might adversely impact our ability to pursue other transactions, including cerain kinds of strategic transactions and
reorganizations.

Also, the tax laws applicable to REITs require that we hold our properties for investment, rather than primarily for
sale in the ordinary course of business, which may cause us to forego or defer sales of properties that otherwise would be in
our best interest. Therefore, we may be unable to adjust our portfolio mix promptly in response to market conditions, which
may adversely affect our financial position. In addition, we will be subject to income taxes on gains from the sale of any
properties owned by any taxable REIT subsidiary.

Our performance and value are subject to risks associated with real estate assets and with the real estate industry.

Our ability to make expected distributions to our shareholders depends on our ability to generate substantial revenues
from our properties. Events and conditions generally applicable to owners and operators of real property that are beyond
our control may decrease cash available for distribution and the value of our properties. These events include:

s adverse changes in the national, regional and local economic climate, particularly in: Indiana, where
approximately 36.3% of our owned square footage and 36.8% of our total annualized base rent is located,
Florida, where approximately 25.6% of our owned square footage and 24.1% of our total annualized base
rent is located; and Texas, where approximately 19.3% of our owned square footage and 19.4% of our totat
annualized base rent is located;

s local oversupply, increased competition or reduction in demand for space;
¢ inability to collect rent from tenants;

s vacancies or our inability to rent space on favorable terms;

e decreased attractiveness of our properties to tenants;

» changes in market rental rates;

» inability to finance property development, tenant improvements and acquisitions on favorable terms;
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* increased operating costs, including costs incurred for maintenance, insurance premiums, utilities and reat
estate taxes;

i
s the need to periodically fund the costs to repair, renovate and re-let space;

« weather conditions that may increase or decrease energy costs and other weather-related expenses;

¢ costs of complying with changes in governmental regulations, including those governing usage, zoning, the

environment and taxes; ;

.. . i . . .
¢ civil unrest, acts of terrorism, earthquakes, hurricanes and other national disasters or acts of God that may
result in underinsured or uninsured losses;

+ the relative illiquidity of real estate investments;
¢ changing demographics; and

¢ changing traffic patterns.

In addition, periods of economic slowdown or recession, rising interest rates or declining demand for real estate, or the
public perception that any of these events may occur, could result in a general decline in rents or an increased incidence of
defauits under existing leases, which would adversely affect our financial condition, results of operations, cash flow, per
share trading price of our common shares and ability;' to satisfy our debt service obligations and to make distributions to our
shareholders.

|

Potential losses may not be covered by insurance.:

|

We do not carry insurance for generally uninsurable losses such as loss from riots, war or acts of God, and, in some

cases, flooding. Some of our policies, such as those covering losses due to terrorism and floods, are insured subject to
limitations involving large deductibles or co-payments and policy limits that may not be sufficient to cover losses, If we
experience a loss that is uninsured or that exceeds policy limits, we could lose the capital invested in the damaged
properties as well as the anticipated future cash flows from those properties. Inflation, changes in building codes and
ordinances, environmental considerations, and other factors also might make it impractical or undesirable to use insurance
proceeds to replace a property after it has been damaged or destroyed. In addition, if the damaged properties are subject to
recourse indebtedness, we would continue to be liable for the indebtedness, even if these properties were irreparably

damaged. |
I

Insurance coverage on our properties may be ex[iensive or difficult to obtain, exposing us to potential risk of loss.
I

In the future, we may be unable to renew or ddplicate our current insurance coverage in adequate amounts or at
reasonable prices. In addition, insurance companies may no longer offer coverage against certain types of losses, such as
losses due to terrorist acts, environmental liabilities, or other catastrophic events including hurricanes and floods, or, if
offered, the expense of obtaining these types of insurance may not be justified. We therefore may cease to have insurance
coverage against certain types of losses and/or there may be decreases in the limits of insurance available. If an uninsured
loss or a loss in excess of our insured limits occurs, we could lose all or a portion of the capital we have invested in a
property, as well as the anticipated future revenue from the property, but still remain obligated for any mortgage debt or
other financial obligations related to the property. We cannot guarantee that material losses in excess of insurance proceeds
wiil not occur in the future, If any of our properties were to experience a catastrophic loss, it could seriously disrupt our
operations, delay revenue and result in large expenses to repair or rebuild the property. Events such as these could adversely

affect our results of operations and our ability to meet our obligations.
|

Rising operating expenses could reduce our cash!flow and funds available for future distributions.

Our existing properties and any properties we fdevelop or acquire in the future are and will be subject to operating
risks common to real estate in general, any or all of which may negatively affect us. The expenses of owning and operating
properties are not necessarily reduced when circumstances such as market factors and competition cause a reduction in
income from the properties. As a result, if any property is not fully occupied or if rents are being paid in an amount that is
insufficient to cover operating expenses, we could be required to expend funds for that property’s operating expenses. The
properties will be subject to increases in real estate and other tax rates, utility costs, operating expenses, insurance costs,
repairs and maintenance and administrative expense:s.
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We could incur significant costs related to government regulation and environmental matters.

Under various federal, state and local laws, ordinances and regulations, an owner or operator of real estate may be
required to investigate and clean up hazardous or toxic substances or petroleum product releases at a property and may be
held liable to a governmental entity or to third parties for property damage and for investigation and clean up costs incurred
by such parties in connection with contamination. The cost of investigation, remediation or removal of such substances may
be substantial, and the presence of such substances, or the failure to properly remediate such substances, may adversely
affect the owner’s ability to sell or rent such property or to borrow using such property as collateral. In connection with the
ownership, operation and management of real properties, we are potentially liable for removal or remediation costs, as well
as certain other related costs, including governmental fines and injuries to persons and property. We may also be liable to
third parties for damage and injuries resulting from environmental contamination emanating from the real estate.

Some of the properties in our portfolio contain, may have contained or are adjacent to or near other properties that
have contained or currently contain underground storage tanks for the storage of petroleum products or other hazardous or
toxic substances. These operations may have released, or have the potential to release, such substances into the
environment. In addition, some of our properties have tenants that may use hazardous or toxic substances in the routine
course of their businesses. In general, these tenants have covenanted in their leases with us to use these substances, if any,
in compliance with all environmental laws and have agreed to indemnify us for any damages that we may suffer as a result
of their use of such substances. However, these lease provisions may not fully protect us in the event that a tenant becomes
insolvent. Finally, one of our properties has contained asbestos-containing building materials, or ACBM, and another
property may have contained such materials based on the date of its construction. Environmental laws require that ACBM
be properly managed and maintained, and may impose fines and penalties on building owners or operators for failure to
comply with these requirements. The laws also may allow third parties to seek recovery from owners or operators for
personal injury associated with exposure to asbestos fibers.

Our properties must also comply with Title I of the Americans with Disabilities Act, or ADA, to the extent that such
properties are public accommodations as defined by the ADA. The ADA may require removal of structural barriers to
access by persons with disabilities in certain public areas of our properties where such removal is readily achievable.
Noncompliance with the ADA could result in imposition of fines or an award of damages to private litigants.

Our efforts to identify environmental liabilities may not be successful.

We test our properties for compliance with applicable environmental laws on a limited basis. We¢ cannot assure you
that:

e cxisting environmental studies with respect to our properties reveal all potential environmental liabilities;

e any previous owner, occupant or tenant of one of our properties did not create any material environmental
condition not known to us;

¢ the current environmental condition of our properties will not be affected by tenants and occupants, by the
condition of nearby properties, or by other unrelated third parties; or

¢ future uses or conditions (including, without limitation, changes in applicable environmental laws and
regulations or the interpretation thereof) will not result in environmental liabilities.

Inflation may adversely affect our financial condition and results of operations,

Most of our leases contain provisions requiring the tenant to pay its share of operating expenses, including common
area maintenance, real estate taxes and insurance. However, increased inflation could have a more pronounced negative
impact on our mortgage and debt interest and general and administrative expenses, as these costs could increase at a rate
higher than our rents. Also, inflation may adversely affect tenant teases with stated rent increases, which could be lower
than the increase in inflation at any given time. Inflation could also have an adverse effect on consumer spending, which
could impact our tenants” sales and, in turn, our overage rents, where applicable.

Our share price could be volatile and could decline, resulting in a substantial or complete loss on our shareholders’
investment,
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The stock markets (including The New York Stock Exchange (NYSE), on which we list our common shares) have
experienced signiﬁcant price and volume fluctuations. The market price of our common shares could be similarly volatile,
and investors in our common shares may experience a decrease in the value of their shares, mcludmg decreases unrelated to
our operating performance or prospects. Among the market conditions that may affect the market price of our publicly
traded securities are the following: :

+ our financial condition and operating pf:rformance and the performance of other similar companies;
e actual or anticipated differences in our lquarterly operating results;

¢ changes in our revenues or earnings est;imates or recommendations by securities analysts;

s publication by securities analysts of res}earch reports about us or our industry;

s additions and departures of key personr}cl;

» strategic decisions by us or our competitors, such as acquisitions, divestments, spin-offs, joint ventures,
strategic investments or changes in business strategy;

o the reputation of REITs generally and tlhe reputation of REITs with portfolios similar to ours;

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

e an increase in market interest rates, which may lead prospective investors to demand a higher distribution
rate in relation to the price paid for our shares;
]

¢ the passage of legislation or other regul;atory developments that adversely affect us or our industry;
* speculation in the press or investment clommunity;

s actions by institutional shareholders or hedge funds;

s changes in accounting principles; ;

s terrorist acts; and |

e general market conditions, including fa:ctors unrelated to our performance.

In the past, securities class action litigation has oﬁen been instituted against companies following periods of volatility
in their stock price. This type of litigation could result in substantial costs and divert our management’s attention and
resources.

!
A substantial number of commeon shares eligible for future sale could cause our common share price to decline
significantly. !

I

If our shareholders sell, or the market perceives that our shareholders intend to sell, substantial amounts of our
common shares in the public market, the market price of our common shares could decline significantly. These sales also
might make it more difficult for us to sell equity or equity-related securities in the future at a time and price that we deem
appropriate. As of December 31, 2007, we had outstanding 28,981,594 common shares. Of these shares, approximately
27,584,000 are freely tradable, the remainder of which are mostly held by our “affiliates,” as that term is defined by
Rule 144 under the Securities Act. In addition, approximately 8.3 million units of our Operating Partnership are owned by
certain of our executive officers and other individuals, and are redeemable by the holder for cash or, at our election,
common shares. Pursuant to registration rights of certain of our executive officers and other individuals, we filed a
registration statement with the SEC in August 2005 to register 9,115,149 common shares issued (or issuable upon
redemption of units in our Operating Partnership) in our formation transactions. As units are redeemed for common shares,
the market price of our common shares could drop significantly if the holders of such shares sell them or are perceived by
the market as intending to sell them.
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RISKS RELATED TO OUR ORGANIZATION AND STRUCTURE

Our organizational documents contain provisions that generally would prohibit any person (other than members of
the Kite family who, as a group, are currently allowed to own up to 21.5% of our outstanding common shares) from
beneficially owning more than 7% of our outstanding commen shares (or up to 9.8% in the case of certain
designated investment entities, as defined in our declaration of trust), which may discourage third parties from
conducting a tender offer or seeking other change of control transactions that could involve a premium price for our
shares or otherwise benefit our shareholders.

Our organizational documents contain provisions that may have an anti-takeover effect and inhibit a change in our
management.

(1) There are ownership limits and restrictions on transferability in our declaration of trust. In order for us to qualify
as a REIT, no more than 50% of the value of our outstanding shares may be owned, actually or constructively, by five or
fewer individuals at any time during the last half of each taxable year. To make sure that we will not fail to satisfy this
requirement and for anti-takeover reasons, our declaration of trust generally prohibits any shareholder (other than an
excepted holder or certain designated investment entities, as defined in our declaration of trust) from owning (actually,
constructively or by attribution), more than 7% of the value or number of our outstanding common shares. Our declaration
of trust provides an excepted holder limit that allows members of the Kite family (Al Kite, John Kite and Paul Kite, their
family members and certain entities controlled by one or more of the Kites), as a group, to own more than 7% of our
outstanding common shares, 5o long as, under the applicable tax attribution rules, no one excepted holder treated as an
individual would hold more than 21.5% of our common shares, no two excepted helders treated as individuals would own
more than 28.5% of our common shares, no three excepted holders treated as individuals would own more than 35.5% of
our common shares, no four excepted holders treated as individuals would own more than 42.5% of our common shares,
and no five excepted holders treated as individuals would own more than 49.5% of our common shares. Currently, one of
the excepted holders would be attributed alt of the common shares owned by each other excepted holder and, accordingly,
the excepted holders as a group would not be allowed to own in excess of 21.5% of our common shares. If at a later time,
there were not one excepted holder that would be attributed all of the shares owned by the excepted holders as a group, the
excepted holder limit would not permit each excepted holder to own 21.5% of our common shares. Rather, the excepted
holder limit would prevent two or more excepted holders who are treated as individuals under the applicable tax attribution
rules from owning a higher percentage of our common shares than the maximum amount of common shares that coutd be
owned by any one excepted holder (21.5%), plus the maximum amount of common shares that could be owned by any one
or more other individual common shareholders who are not excepted holders (7%). Certain entities that are defined as
designated investment entities in our declaration of trust, which generally includes pension funds, mutual funds, and certain
investment management companies, are permitted to own up to 9.8% of our outstanding common shares, so long as each
beneficial owner of the shares owned by such designated investment entity would satisfy the 7% ownership limit if those
beneficial owners owned directly their proportionate share of the common shares owned by the designated investment
entity. Our board of trustees may waive the 7% ownership limit or the 9.8% designated investment entity limit for a
shareholder that is not an individual if such shareholder provides information and makes representations to the board that
are satisfactory to the board, in its reasonable discretion, to establish that such person’s ownership in excess of the 7% limit
or the 9.8% limit, as applicable, would not jeopardize our qualification as a REIT. In addition, our declaration of trust
contains certain other ownership restrictions intended to prevent us from earning income from related partics if such income
would cause us to fail to comply with the REIT gross income requirements. The various ownership restrictions may:

e discourage a tender offer or other transactions or a change in management or contro! that might involve a
premium price for our shares or otherwise be in the best interests of our shareholders; or

» compel a shareholder who has acquired our shares in excess of these ownership limitations to dispose of the
additional shares and, as a result, to forfeit the benefits of owning the additional shares. Any acquisition of
our common shares in violation of these ownership restrictions will be void ab initio and will result in
automatic transfers of our commeon shares to a charitable trust, which will be responsible for selling the
common shares to permitted transferees and distributing at least a portion of the proceeds to the prohibited
transferees.

(2) Our declaration of trust permits our board of trustees to issue preferred shares with terms that may discourage a
third party from acquiring us. Our declaration of trust permits our board of trustees to issue up to 40,000,000 preferred
shares, having those preferences, conversion or other rights, voting powers, restrictions, limitations as to distributions,
qualifications, or terms or conditions of redemption as determined by our board. Thus, our board could authorize the
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issuance of preferred shares with terms and conditions that could have the effect of discouraging a takeover or other
transaction in which holders of some or a majority of iour shares might receive a premium for their shares over the then-
prevailing market price of our shares. In addition, any preferred shares that we issue likely would rank senior to our
commeon shares with respect to payment of distributigns, in which case we could not pay any distributions on our common
shares until full distributions were paid with respect to such preferred shares.

(3) Our declaration of trust and bylaws contain other possible anti-takeover provisions. Our declaration of trust and
bylaws contain other provisions that may have the effect of delaying, deferring or preventing a change in control of our
company or the removal of existing management and, as a result, could prevent our shareholders from being paid a
premium for their common shares over the then-prevailing market prices. These provisions include advance notice
requirements for shareholder proposals and our board of trustees” power to reclassify shares and issue additional common
shares or preferred shares and the absence of cumulatjve voting rights.

Certain provisions of Maryland law could inhibit éhanges in control.

Certain provisions of Marytand law may have the effect of inhibiting a third party from making a proposal to acquire
us or of impeding a change of controt under circumstances that otherwise could provide the holders of our common shares
with the opportunity to realize a premium over the then-prevailing market price of such shares, including:

[

e ‘“business combination moratorium/fair price” provisions that, subject to limitations, prohibit certain business
combinations between us and an “interésted shareholder” (defined generally as any person who beneficially
owns 10% or more of the voting power of our shares or an affiliate thereof) for five years after the most
recent date on which the shareholder bécomes an interested shareholder, and thereafter imposes stringent fair
price and super-majority shareholder voting requirements on these combinations; and

e “control share” provisions that provide that “control shares” of our company (defined as shares which, when
aggregated with other shares controlled by the shareholder, entitle the shareholder to exercise one of three
increasing ranges of voting power in electing trustees) acquired in a “control share acquisition™ (defined as
the direct or indirect acquisition of ownership or control of “control shares” from a party other than the
issuer) have no voting rights except to the extent approved by our shareholders by the affirmative vote of at
least two thirds of all the votes entitled to be cast on the matter, excluding all interested shares, and are
subject to redemption in certain circum‘istances.

v

We have opted out of these provisions of Maryland law. However, our board of trustees may opt to make these
provisions applicable to us at any time, f

|
Certain officers and trustees may have interests thpt conflict with the interests of shareholders.

Certain of our officers and members of our board of trustees own limited partnership units in our Operating
Partnership. These individuals may have personal interests that conflict with the interests of our shareholders with respect
to business decisions affecting us and our Operating Parmersmp, such as interests in the timing and pricing of property
sales or refinancings in order to obtain favorable tax treatment. As a result, the effect of certain transactions on these unit
holders may influence our decisions affecting these properties.

Certain members of our executive management team have outside business interests that could require time and
attention. |

Certain members of our executive management team own interests in properties that are not part of our Company.
These properties include a 243-room Indianapolis ]ux}n’y hotel and condominium development that opened in 2006 and
various outlots and land parcels that are held for sale. In some cases, one or more of these individuals or their affiliates will
have certain management and fiduciary obligations that may conflict with such person’s responsibilities as an officer or
trustee of our company and may adversely affect our operations.

|

Departure or loss of our key officers could have an adverse effect on us.
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Our future success depends, to a significant extent, upon the continued services of our existing executive officers, Our
executive officers’ experience in real estate acquisition, development and finance are critical elements of our future success.
We have employment agreements with each of our executive officers that provided for an initial term that ended in
December 2007, with automatic one-year renewals unless either we or the officer elects not to renew the agreement. Each
of these agreements was renewed through December 31, 2008. If one or more of our key executives were to die, become
disabled or otherwise leave the company's employ, we may not be able to replace this person with an executive officer of
equal skill, ability, and industry expertise. Until suitable replacements personnel could be identified and hired, our
operations and financial condition could be impaired.

We depend on external capital.

To qualify as a REIT, we will be required to distribute to our shareholders each year at least 90% of our net taxable
income excluding net capital gains. In order to eliminate federal income tax, we will be required to distribute annually
100% of our net taxable income, including capital gains. Because of these distribution requirements, we likely will not be
able to fund all future capital needs, including capital for property development and acquisitions, with income from
operations. We therefore will have to rely on third-party sources of capital, which may or may not be available on favorable
terms, if at all. Our access to third-party sources of capital depends on a number of things, including the market’s
perception of our growth potential and our current and potential future earnings and our ability to qualify as a REIT for
federal income tax purposes.

Our rights and the rights of our shareholders to take action against our trustees and officers are limited.

Maryland law provides that a director or officer has no liability in that capacity if he or she performs his or her duties
in good faith, in a manner he or she reasonably believes to be in our best interests that an ordinarily prudent person in a like
position would use under similar circumstances. Our declaration of trust and bylaws require us to indemnify our trustees
and officers for actions taken by them in those capacities to the extent permitted by Maryland law. As a result, we and our
shareholders may have more limited rights against our trustees and officers than might otherwise exist under common law.
Accordingly, in the event that actions taken in good faith by any of our trustees or officers impede the performance of our
company, our shareholders’ ability to recover damages from such trustee or officer will be limited.

Our shareholders have limited ability to prevent us from making any changes to our policies that they believe could
harm our business, prospects, operating results or share price.

Our board of trustees has adopted policies with respect to certain activities. These policies may be amended or revised
from time to time at the discretion of our board of trustees without a vote of our sharcholders. This means that our
shareholders will have limited control over changes in our policies. Such changes in our policies intended to improve,
expand or diversify our business may not have the anticipated effects and consequently may adversely affect our business
and prospects, results of operations and share price,

TAX RISKS
Failure of our company to qualify as a REIT would have serious adverse consequences to us and our shareholders.

We believe that we have qualified for taxation as a REIT for federal income tax purposes commencing with our
taxable year ended December 31, 2004. We intend to continue to meet the requirements for qualification and taxation as a
REIT, but we cannot assure sharcholders that we will qualify as a REIT. We have not requested and do not plan to request a
ruling from the IRS that we qualify as a REIT, and the statements in this Annual Report on Form 10-K are not binding on
the IRS or any court. As a REIT, we generally will not be subject to federal income tax on our income that we distribute
currently to our shareholders. Many of the REIT requirements, however, are highly technical and complex. The
determination that we are a REIT requires an analysis of various factual matters and circumstances that may not be totally
within our control. For example, to qualify as a REIT, at least 95% of our gross income must come from specific passive
sources, such as rent, that are itemized in the REIT tax laws. In addition, to qualify as a REIT, we cannot own specified
amounts of debt and equity securities of some issuers. We also are required to distribute to our sharcholders with respect to
each year at least 90% of our REIT taxable income (excluding capitat gains). The fact that we hold substantially all of our
assets through our Operating Partnership and its subsidiaries and joint ventures further complicates the application of the
REIT requirements for us. Even a technical or inadvertent mistake could jeopardize our REIT status and, given the highly
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complex nature of the rules governing REITs and the ongeing importance of factual determinations, we cannot provide any
assurance that we will continue to qualify as a REIT:. Furthermore, Congress and the IRS might make changes to the tax
laws and regulations, and the courts might issue new rulings, that make it more difficult, or impossible, for us to remain
qualified as a REIT.

If we fail to qualify as a REIT for federal income tax purposes, and are unable to avail ourselves of certain savings
provisions set forth in the Internal Revenue Code, we would be subject to federal income tax at regular corporate rates. As a
taxable corporation, we would not be allowed to take a deduction for distributions to shareholders in computing our taxable
income or pass through long term capital gains to mdmdua] sharcholders at favorable rates. We also could be subject to the
federal alternative minimuin tax and possibly increased state and local taxes. We would not be able to elect to be taxed as a
REIT for four years following the year we first failed to qualify unless the IRS were to grant us relief under certain
statutory provisions. If we failed to qualify as a REIT, we would have to pay significant income taxes, which would reduce
our net earnings available for investment or distribution to our shareholders. If we fail to qualify as a REIT, such failure
would cause an event of default under our credit facility and may adversely affect our ability to raise capital and to service
our debt. This likely would have a significant adverse effect on our carnings and the value of our securities. In addition, we
would no longer be required to pay any distributions to sharcholders, If we fail to qualify as a REIT for federal income t1ax
purposes and are able to avail ourselves of one or mare of the statutory savings provisions in order to maintain our REIT
status, we would nevertheless be required to pay penalty taxes of $50,000 or more for each such failure.

We will pay some taxes even if we qualify as a REFT.

|
Even if we qualify as a REIT for federal incomé tax purposes, we will be required to pay certain federal, state and

local taxes on our income and property. For example], we will be subject to income tax to the extent we distribute less than
100% of our REIT taxable income {including capital'gains). Additionally, we will be subject to a 4% nondeductible excise
tax on the amount, if any, by which dividends paid by us in any calendar year are less than the sum of 85% of our ordinary
income, 95% of our capital gain net income and 100% of our undistributed income from prior years. Moreover, if we have
net income from “prohibited transactions,” that income will be subject to a 100% tax. In general, prohibited transactions are
sales or other dispositions of property held primarily for sale to customers in the ordinary course of business. The
determination as to whether a particular sale is a prohibited transaction depends on the facts and circumstances related to
that sale. While we will undertake sales of assets if those assets become inconsistent with our long-term strategic or return
objectives, we do not betieve that those sales should be considered prohibited transactions, but there can be no assurance
that the IRS would not contend otherwise. The need to avoid prohibited transactions could cause us to forego or defer sales
of properties that our predecessors otherwise would have sold or that it might otherwise be in our best interest to sell.

In addition, any net taxable income earned directly by our taxable REIT subsidiaries, or through entities that are
disregarded for federal income tax purposes as emmes separate from our taxable REIT subsidiaries, will be subject to
federal and possibly state corporate income tax. We have elected to treat Kite Realty Holdings, LLC as a taxable REIT
subsidiary, and we may elect 1o treat other SUbSldlarleS as taxable REIT subsidiaries in the future. In this regard, several
provisions of the laws applicable to REITs and their slubSIdlanes ensure that a taxable REIT subsidiary will be subject to an
appropriate level of federal income taxation. For example, a taxable REIT subsidiary is limited in its ability to deduct
interest payments made to an affiliated REIT. In addmon the REIT has to pay a 100% penalty tax on some payments that it
receives or on some deductions taken by the taxable REIT subsidiaries if the economic arrangements between the REIT, the
REIT’s tenants, and the taxable REIT subsidiary are not comparable to similar arrangements between unrelated parties.
Finally, some state and local jurisdictions may tax some of our income even though as a REIT we are not subject to federal
income tax on that income because not all states and {oca]ities treat REITs the same as they are treated for federal income
tax purposes. To the extent that we and our affiliates are required to pay federal, state and local taxes, we will have less
cash available for distributions to our shareholders.

ITEM 1.B. UNRESOLVED STAFF COMMENTS

None
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1TEM 2. PROPERTIES

Retail Operating Properties

As of December 31, 2007, we owned interests in a portfolio of 50 retail operating properties totaling approximately
7.4 million square feet of gross leasable area (“GLA”) (including non-owned anchor space). The following tables set forth

more specific information with respect to the Company’s retail operating properties as of December 31, 2007:

QPERATING RETAIL PROPERTIES - TABLE [

Year Year Added to Acquired, Percentage of
Built/ Operating Redeveloped, or Total Owned Owned
Property'? State MSA Renovated Portfolio Developed GLA? GLA! GLA Leased’
Tarpon Springs Plaza......... FL Naples 2007 2007 Developed 276,346 82,546 100.0%
Estero Town Commons FL Naples 2006 2007 Developed 206,600 25,600 75.8%
[nternational Speedway Square ... FL Daytona 1999 1999 Developed 233,901 220,901 98.2%
King's Lake Square.........cccccooceees. FLL Naples 1986 2003 Acquired 85,497 85497 87.0%
Wal-Mart Plaza ........ocooeeniievnrceinnc FL Gainesville 1970 2004 Acquired 177,826 177,826 97.6%
Waterford Lakes Village FL Orlando 1997 2004 Acquired 71,948 71,948 97.6%
Eagle Creek Lowe's ... FL Naples 2006 2006 Developed 165,000 — *
Pine Ridge Crossing... FL Naples 1693 2006 Acquired 258,874 105,515 97.1%
Riverchase ... s FL Naples 199172001 2006 Acquired 78,340 78,340 100.0%
Courthouse Shadows.. FL Naples 1987/1999 2006 Acquired 134,867 134,867 95.3%
Circuit City Plaza....... FL Ft. Lauderdale 2004 2004 Developed 405,906 45,906 91.5%
Indian River Square ... FL Vero Beach 1997/2004 2005 Acquired 379,246 144,246 100.0%
Bolton Plaza'............. FL Jacksonville 1986 2005 Acquired 172,938 172,938 94.7%
Publix Center at Panola.. GA Atlanta 2001 2004 Acquired 73,079 73,079 98.4%
Publix at Acworth...... GA Atlanta 1996 2004 Acquired 69,628 69,628 98.0%
Kedron Village.... GA Atlanta 2006 2006 Developed 282,125 157,408 86.4%
Silver Glen Crossing.. iL Chicago 2002 2004 Acquired 138,265 132,716 89.2%
Fox Lake Crossing............ IL Chicage 2002 2005 Acquired 99,072 99,072 90.9%
Bezcon Hill Shopping Center — N Crown Point 2006 2007 Developed 108,661 38,161 83.7%
Cool Creek Commons IN Indianapolis 2005 2005 Developed 137,107 124,578 100.0%
Boulevard Crossing,.... IN Kokomo 2004 2004 Developed 213,696 123,696 96.3%
Traders Point...... N Indianapolis 2005 2005 Developed 348,835 279,558 94.9%
Traders Point IT .. IN Indianapolis 2005 2005 Developed 46,600 46,600 61.4%
Hamilton Crossing. IN Indianapalis 1999 2004 Acquired 87.424 82,424 100.0%
Fishers Station® .. IN [ndianapolis 1989 2004 Acquired 114,457 114,457 82.4%
Whitehall Pike. IN Bloomington 1999 1999 Developed 128,997 128,997 1060.0%
The Centre® ...o.ooeoverreemerceres IN Indianapolis 1986 1986 Developed 80,689 80,689 91.6%
The Corner Shops ................. IN Indianapolis ~ 1984/2003 1984 Developed 42,545 42,545 97.1%
Stoney Creek Commons IN Indianapolis 2000 2000 Developed 189,527 49,330 100.0%
Greyhound Commons ... . IN Indianapolis 2005 2005 Developed 153,187 — *
Weston Park, Phase [ ... IN Indianapolis 2005 2005 Developed 12,200 — *
Geist Pavilion N Indianapolis 2006 2006 Developed 64,114 64,114 97.2%
Zionsvilie Place...... IN Indianapolis 2006 2006 Developed 12,400 12,400 90.3%
Red Bank Commons.. . IN Evansville 2005 2006 Developed 324,308 34,308 69.8%
Martinsville Shops....ococcevvvceviveeee. N Martinsville 2005 2005 Developed 10,986 10,986 100.0%
40 South Morton ....occivevercvereen. 1N Indianapolis 1999 1999 Developed 2,000 2,000 100.0%
Ridge Plaza ........ NJ QOak Ridge 2002 2003 Acquired 115,088 115,088 96.9%
Eastgate Pavilion.......ccoecenirinines. OH Cincinnati 1995 2004 Acquired 236,230 236,230 100.0%
Comelius Gatewa;« Build-to-Suit.. OR Portland, OR 2006 2007 Developed 35,800 21,000 46.4%
The Shops at Otty OR Portland 2004 2004 Developed 154,845 9,845 89.6%
Plaza at Cedar Hill ... X Dallas 2000 2004 Acquired 299,847 299,847 99.3%
Sunland Towne Centre.. TX El Paso 1996 2004 Acquired 312,450 307,474 92.1%
Galleria Plaza’........ TX Dallas 2002 2004 Acquired 44,306 44,306 100.0%
Cedar Hill Viilage.. X Dallas 2002 2004 Acquired 139,092 44,262 94.2%
Preston Commons..... TX Dallas 2002 2002 Developed 142,539 21,539 92.5%
Burlington Coat Factory”.. X San Antonio  1992/2000 2000 Redeveloped 107,400 107,400 100.0%
Plaza Volente ..... TX Austin 2004 2005 Acquired 160,333 156,333 98.1%
Market Street Village TX Hurst 1970/2004 2005 Acquired 164,125 157125 100.0%
50th & 12% .covrirreinnne WA Seatile 2004 2004 Developed 14,500 14,500 100.0%
Four Corner Square... . WA Seattle 1985 2004 Acquired 73,099 73,099 §2.3%
TOTAL........innre 7,392.845 4,732,924 94.8%
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OPERATING RETAIL PROPERTIES - TABLE [ {continued)

oo -1 Oh

Praperty consists of ground leases only and no Owned GLA. As 6f December 31, 2007, the following were leased: Eagle Creek Lowe’s — single ground lease
property; Greyhound Commons — two of four outlots leased; and Weston Park Phase [ —one of two outlots leased.

All properties are wholly owned, except as indicated. Unless otherwise noted, ¢ach property is owned in fee simple by the Company.

Owned GLA represents gross leasable area that we own. Total GLA includes Owned GLA, square footage attributable to non-owned anchor space, and non-owned
structures on ground leases. |

Percentage of Owned GLA Leased reflects Owned GLA/NRA feased as of December 31, 2007, except for Greyhound Commens, Weston Park Phase 1 and Eagle
Creck Lowe’s (sec * ).

We acquired 2 99.9% interest in this property through a joint venture with a third party that manages the property. At the current time, we receive 85% of the cash
flow from the property, a percentage that may decrease under ¢ertain circumstances.

This property is divided into two parcels: a grocery store and sma]j shops. We own a 25% interest in the small shops parcel through a joint venture and a 100%
inkerest in the grocery store. The joint venture partner is entitled u? an annual preferred payment of $96,000. All remaining cash flow is distributed to us.

We own a 60% interest in this property through a joint venture with a third party that manages (he property.

I
We do not own the land at this property. It has leased the land purFuani to two ground leases that expire in 2017. We have six five-year options to renew this lease,
We do not own the land at this property. It has leased the land pursuant to a ground lease that expires in 2027. We have five five-year renewal options.

We do not own the land at this property. It has leased the land pursuant to a ground lease that expires in 2012. We have six five-year renewal options and a right of

first refusal to purchase the land. )
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Land Held for Future Development

As of December 31, 2007, we owned interests in land parcels comprising approximately 112 acres that may be used
for future expansion of existing properties or development of new retail or commercial properties.

Tenant Diversification

No individual retail or commercial tenant accounted for more than 3.5% of the portfolio’s annualized base rent for the
year ended December 31, 2007 or 3.9% of total retail portfolio GLA as of December 31, 2007. The following table sets
forth certain information for the largest 10 tenants and non-owned anchor tenants (based on total GLA) open for business or
for which ground lease payments are being made at the Company’s retail properties based on minimum rents in place as of
December 31, 2007:

ToP 10 RETAIL TENANTS BY GROSS LEASABLE AREA

Number of

Company Anchor Anchor

Number of Number of Owned Owned Owned

Tenant Locations Total GLA Leases GLA? Locations GLA?
Lowe’s Home lmprovementl 9 1,247,630 3 128,997 6 1,118,633
Wal-Mart ..o 5 749,649 2 234,649 3 515,000
Target. oo 5 536,732 0 0 5 536,732
Federated Department Stores .., | 237,455 1 237,455 0 0
PubliX....cooooieiieee et 5 234,246 5 234,246 0 0
Home Depot........ccovcveiieoniernnnecniniens | 140,000 0 0 1 140,000
Circuit City* 4 132,347 4 132,347 0 0
Dick's Sporting Goods ......covvrirrnvioran 2 126,672 2 126,672 0 0
Marsh Supermarkets .......c.cooevceeircennene 2 124,902 2 124,902 0 0
Ross Stores 4 118,374 4 118,374 0 0
Total........cooociiiieniiin e 38 3,648,007 23 1,337,642 15 2,310,365

] A ground lease with Lowe's was entered into during the first quarter of 2006, An estimated 165,000 square feet is included in
Anchor Owned GLA to account for this property. Another ground lease with Lowe's was entered into during the second quarter
of 2006. An estimated 163,000 square feet is included in Anchor Qwned GLA to account for this property.

2 Excludes the estimated size of the structures located on land we own and ground leasc to tenants.
3 Includes the estimated size of the structures located on land we own and ground lease to tenants,
4 1n January 2008, we entered into a lease termination agreement with Circuit City at Suntand Towne Centre. At December 31,

2007, annualized base rent revenue of Circuit City at this property was approximately $0.4 million, or approximately 0.6% of the
total annualized base rent revenue of our operating and development properties. We are in the proccss of identifying a
replacement tenant.
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The following table sets forth certain information
and commercial properties based on minimum rents in place as of December 31, 2007:

Tor 25 TENANTS BY ANNUALIZED Bask Rent?

\
[
|
l
s

for the largest 25 tenants open for business at the Company’s retail

i % of Owned %% of Total
GLA/NRA Annuglized Portfolio
Type of Number of Leased of the Annualized Base Rent  Annualized
Tenant Property Locations GLA/NRA® Portfolio Base Rent'”? per Sq. Ft. Base Rent
Lowe's Home Improvement® .............. Retail 3 128,997 2.2% $ 2,564,000 § 5.6l 35%
Circuit City6 ........................................ Retail 4 132,347 2.2% 1,930,190 1458  2.6%
PUBLIX oot Retail 5 234,246 3.9% 1,837,588 7.84  2.5%
State of Indiana........coeviviiecniiennnns Commercial 3 210,393 3.5% 1,668,492 793 23%
Marsh Supermarkets.......ccccvvrivvinn. Retail 2 124,902 2.1% 1,633,958 13.08 2.2%
Bed Bath & Beyond.......... Retail 4 109,296 1.8% 1,356,866 12.41 1.8%
Indiana Supreme Coutt...covvvveverarnen, CoOmmercial N 75,488 1.3% 1,339,164 17.74 1.8%
Petsmart... Retail r: | 98,258 1.6% 1,290,521 13.13 1.8%
Staples ... Retail | 90,102 1.5% 1,220,849 13.55 1.7%
Dick's Sportmg Goods ........................ Retail 2 126,672 2.1% 1,220,004 9.63 1.7%
Ross Stores .. Retail 4 118,374 2.0% 1,210,784 10.23 1.6%
HEB Groccry Company ...................... Retail I 105,000 1.8% 1,155,000 11.00 1.6%
Office Depot.... Retail ‘4 103,294 1.7% 1,058,350 10.25 1.4%
Wal-Man ... Retail 2 234,649 319% 930,927 397 1.3%
Kmart.............. Retail 1 110,875 1.9% 850,379 7.67 1.2%
University Medical Diagnostic
Associates’ ... v rrees OMMErcial }l 32,256 0.5% 844,402 26.18 1.1%
Michaels .......occvvieeiieeeeeeee e Retail 3 69,137 1.2% 825,616 11.94 1.1%
TIX Companies .........covivmenneenans Retail 3 88,550 1.5% 805,312 9.09 1.1%
Kerasotes Theaters® ...o.ovveenveeevinnn, Retail 2 43,030 0.7% 776,496 8.92 1.1%
Dominick's. Retail 1 65,977 1.1% 775,230 1875 1.1%
City becuntles Corporatlon . Commercial [l 38,810 0.7% 771,155 1987 1.0%
The Great Atlantic & Pacific Tea
COnmerreseeseeesressrrsmenmeeee Retall 'I 58,732 1.0% 763,516 13.00  1.0%
Old Navy ..o essnsenns Retail 3 64,868 1.1% 748,693 11.54 1.0%
Indiana University Health Care '
ASSOC.T oo COmmercial :l 31,175 0.5% 622,202 19.96 0.8%
PEICO ..ot Retail i3 40,777 0.7% 595,944 14.61 0.8%
TOTAL ...t vrrerrvensnsinan 2,536,225 42.5% § 28,795,638 $ 99 39.1%

-V & ]

Lh

Annualized base rent represents the monthly contractual rent for December 2007 for each applicable tenant multiplied by 12.

I}
Excludes tenants at development properties that are Build-to-Suits for sale.

Property held in unconsolidated joint venture. Annualized base rent is reflected at 100 percent.

Annualized Base Rent per Sq. Fi. is adjusted to account for the estimated square footage attributed to structures on land we own and ground

lease 1o tenants.

Excludes the estimated size of the structures located on land we own and ground leased to tenants.

{n January 2008, we entered into a lease termination agreemcnt with Circuit City at Sunland Towne Centre. At December 31, 2007,
annualized base rent revenue of Circuit City at this property was approximately $0.4 million, or approximately 0.6% of the total annualized
base rent revenue of our operating and development props:mes We are in the process of identifying a replacement tenant.
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Geographic Information

The Company owns 50 operating retail propetties, totaling approximately 4.7 million of owned square feet in nine
states. As of December 31, 2007, the Company owned interests in four operating commercial properties, totaling
approximately 563,000 square feet of net rentable area, and an associated parking garage. All of these commercial
properties are located in the state of Indiana. The following table summarizes the Company’s operating properties by state
as of December 31, 2007:

Number of Percent of Total Percent of Annualized
Operating Owned Owned Number of Annualized Annualized  Base Rent per
Properties' GLA/NRA®  GLA/NRA Leases Base Rent’ Base Rent Leased Sq. Ft.
Indiana ..o 23 2,164,518 36.3% 211 $ 25358437 36.8% § 1260
v Retail oo 18 1,601,866  27.0% 196 17,733,093 25.7% 11.90
s Commercial ........c..cooeenne.n. 5 562,652 9.3% 15 7,625,344 11.1% 14.57
Florida.......comvvecerinccenscricnans 13 1,520374 25.6% 185 16,589,417 24.1% 11.97
Texas....... 8 1,144,286 19.3% 90 13,373,490 19.4% 12.05
[HIN0IS e cre e, 2 264,788 4.5% 34 3,127,413 4.5% 12.95
New Jersey.....covvmviiinaiinnnnn. 1 115,088 1.9% 18 1,834,049 2.7% 16.44
Georgia 3 300,115 5.1% 57 4,024,926 5.8% 14.58
Washington ........ccoovereivceennn 2 166,799 2.8% 26 1,851,384 2.7% 16.90

Ohio i 1 236,230 4.0% 7 2,366,522 3.4% 10.02

OregON ..coovvverrrrirerreceeenenenas 2 30,845 0.5% 9 436,413 0.6% 23.51

TOTAL oo, 55 5,943,043  100.0% 637 $ 68,962,051 100.0% $ 1253

1 This table includes operating retail propertics, operating commetrcial properties {including a parking garage), and
development properties open for business or ground lease tenants who commienced paying rent as of December 31, 2007.

2 Owned GLA/NRA represents gross leasable area or net leasable arca we own. 1t does not include 24 parcels or outlots owned
by the Company and ground leased to tenants, which contain 24 non-owned structures totaling approximately 487,253 square
feet. 1t also excludes the square footage of Union Station Parking Garage.

3 Annualized Base Rent excludes $4,119,233 in annualized ground lease revenue attributable to parcels and outlots owned by

the Company and ground leased to tenants. 1t also excludes approximately $500,000 in 2007 annualized minimum rent
attributed to Union Station Parking Garage as well as the leases on development properties.

Lease Expirations

Approximately 3.9% of total annualized base rent and approximately 4.9% of total GLA/NRA expire in 2008. The
following tables show scheduled lease expirations for retail and commercial tenants and development property tenants open
for business and development property tenants open for business as of December 31, 2007, assuming none of the tenants
exercise renewal options. The tables include tenants open for business at operating retail and commercial properties as of
December 31, 2007.

LEASE EXPIRATION TABLE — QPERATING PORTFOLIO'

Number of % of Total Expiring % of Total Expiring

Expirin§ Expiring GLA/NRA Annualized Base Annualized Annualized Base Expiring Ground

Leases’ GLA/NRA® Expiring Rent' Base Rent Rent per Sq. Ft. Lease Revenue
53 267,050 4.9% $ 2,657,023 19% b3 9.95 5 800,000
76 232,058 42% 3,971,970 5.8% 17.12 0
91 480,961 8.7% 6,162,471 8.9% 12.81 0
88 635,396 11.5% 6,084,389 8.8% 9.58 0
115 479,543 8.7% 7,926,953 11.5% 16.53 85,000
41 445,942 8.1% 4,554,747 6.6% 10.21 0
36 453,889 8.2% 5,353,336 7.8% 11.79 427,900
43 556,601 10.1% 6,964,781 10.1% 12.51 181,504
30 311,763 57% 3,888,897 5.6% 12.47 93,500
32 498314 92.1% 7,784,937 11.3% 15.62 550,316
32 1,141,502 20.8% 13,612,547 19.7% 11.93 2,558,013
637 5,503,019 100.0% $ 68,962,051 100.0% $ 12.53 $ 4,696,233
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1
LEASE EXPIRATION TABLE — OPERATING PORTFOLIO (continued)

|

1 Excludes tenants at development properties that aré Build-to-Suits for sale.

2 Lease expiration table reflects rents in place as of December 31, 2007, and does not include option periods; 2008 expirations
include 13 month-to-month tenants. This column also excludes ground leases,

3 Expiring GLA excludes estimated square foolage altributable to non-owned structures on land we own and ground leased to
tenants.

4 Annualized base rent represents the monthly contractual rent for December 2007 for each applicable tenant multiplied by 12.

Excludes ground lease revenue.

LEASE EXPIRATION TABLE — RETAIL ANCHOR TENANTS'
I

% of Total

Number of Expiring % of Total Expiring
Expirin Expiring GLA/NRA Annualized Base  Annualized Base Anpualized Base Expiring Ground
Leases' GLA/NRA? Expiring Rent* Rent Rent per 8q. Ft. Lease Revenue
2008 .. 3 164,565 3.0% $ 826,644 1.2% 5 5.02 5 800,000
2009 ... 3 58,710 1.1% 519,894 0.8% 8.86 0
2010.... 12 295,189 5.4% 2,688,985 3.9% 9.11 0
2007 e 8 455,904 8.2% 2,503,283 3.6% 5.49 0
2012 8 179,119 3.3% 1,678,862 2.4% 9.37 0
2013 .. 3 222,521 4.0% 993,053 1.4% 4.46 0
2014 . 9 235,634 4.3% 2,389,267 3.5% 10.14 0
2015. 12 410,263 7.5% 3,949,239 5.7% 9.63 0
2016 7 220,312 4.0% 2,033,456 3.0% 9.23 0
2017 ... 14 341,441 6.2% 4,383,690 6.4% 12.84 0
Beyond............ 23 1,086,622 19.7% 12,420,759 18.0% 11.43 990,000
TOTAL ......... 102 3,670,280 66.7% $ 34,387,132 49.9% $ 9.37 $ 1,790,000
1 Retail anchor tenants arc defined as tenants that occupy 10,000 square feet or more. Excludes tenants at development properties
that are Build-to-Suits for sale. 1
2 Lease expiration table reflects rents in place as of DLcember 31, 2007, and does not include option periods; 2008 expirations
include one month-to-month tenant. This column als;o excludes ground leases.
3 Expiring GLA excludes square footage for non-owned ground lease structures on land we own and ground leased to tenants.
4 Annualized base rent represents the monthly contractual rent for December 2007 for each applicable property multiplied by 12,
Excludes ground lease revenue.
\
Lease ExpiRaTION TABLE — RETAIL SHOPS '
Number of % of Total’ Expiring % of Total Expiring
Expirin; Expiring GLA/NRA Annuslized Base  Annualized Base Annualized Base Expiring Ground
Leases GLA/NRA'? Expiring . Rent’ Rent Rent per Sq. Ft. Lease Revenue
2008 ... 50 102,485 19% | $ 1,830,379 2.7% 3 17.86 $ 0
2009 ..., 73 173,348 32% | 3,452,076 5.0% 19.91 0
2010 ... 77 176,674 32% 3,291,607 4.8% 18.63 0
2011 e 80 179,492 33% 3,581,107 5.2% 19.95 0
2012 .. 104 258,235 4.7% 5,564,012 8.1% 21.55 85,000
2003 ... 34 95,067 L7% | 1,963,623 2.9% 20.66 0
2004 ... 25 64,445 1.2% 1,499,464 22% 2327 427,900
2015 ...oeeuee 30 95,372 1L7% | 2,124,601 3.1% 22.28 181,504
2016 ... 23 91,451 1.7% 1,855,441 2.7% 20.29 93,500
2017 e 16 49,129 09% | 1,217,682 1.8% 24.79 550,316
Beyond........ g 23,705 0.3% 569,585 0.6% 24.03 1,568,013
TOTAL ...... 520 1,309,403 23.8% $ 26,949,577 39.1% 5 20.58 s 2,906,233
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L.EASE EXPIRATION TABLE ~ RETAIL SHOPS (continued)

1 Lease expiration table reflects rents in place as of December 31, 2007, and does not include option periods; 2008 expirations
include 12 month-to-month tenants. This column also excludes ground leases.

2 Expiring GLA excludes estimated square footage to non-owned structures on land we own and ground leasc to tenants.

3 Annualized base rent represents the monthly contractual rent for December 2007 for each applicable property multiplied by 12.

Excludes ground lease revenue,

LEASE EXPIRATION TABLE — COMMERCIAL TENANTS

% of Total
Number of Expiring % of Total Expiring Annualized Annuvalized Base Expiring Annualized
Expitiog Leases' NLA' NRA Expiring Base Rent’ Rent Base Rent per Sq. Ft.
2008 ... 0 V] 0.0% 5 0 0.0% $ 0.00
2009 i 0 0 0.0% 0 0.0% 0.00
2010 2 9,098 0.2% 181,880 0.3% 19.99
2011 0 0 0.0% 0 0.0% 0.00
2012 3 42,189 0.8% 684,080 1.0% 16.21
2013 4 128,354 2.3% 1,598,071 2.3% 12.45
2014 e 2 153,810 2.7% 1,464,605 2.1% 9.52
2015 e 1 50,966 0.9% 890,942 1.3% 17.48
2016.... 0 0 0.0% 0 0.0% 0.00
2017 ........ 2 107,744 2.0% 2,183,566 3.1% 20.27
Beyond....ooocoereencen. 1 31,175 0.6% 622,198 0.9% 19.96
TOTAL .o 15 523,336 9.5% $ 7,625,342 11.0% $ 14,57
| Lease expiration table reflects rents in place as of December 31, 2007, and does not include option periods. This column also
excludes ground leases.
2 Annualized base rent represents the monthly contractual rent for December 2007 for each applicable property multiplied by 12.

35




ITEM 3. LEGAL PROCEEDINGS |

!

We are a party to various legal proceedings, which arise in the ordinary course of business. We are not currently
involved in any litigation nor, to our knowledge, is any litigation threatened against us the outcome of which would, in our
Jjudgment based on information currently available to us, have a material adverse effect on our consolidated financial
position or consolidated results of operations. {

b

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matter was submitted to a vote of security holders through the solicitation of proxies or otherwise during the fourth
quarter of 2007. {

PART Il

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED SHAREHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITI[‘%S

1
Market Information — Our comimon shares are currently listed and traded on the New York Stock Exchange (“NYSE™)
under the symbol “KRG”, On March 7, 2008, the last: reported sales price of our common shares on the NYSE was $12.25.

The following table sets forth, for the periods indicated, the high and low sales prices and the closing prices for the

Company’s common shares: l

. High Low Closing
Quarter Ended March 31, 2006................... $ 1615 3% 1481 § 1595
Quarter Ended June 30, 2006...................... § 1588 % 1405 § 15.59
Quarter Ended September 30, 2006 ............ $ 17.10 8§ 1488 §$ 17.04
Quarter Ended December 31, 2006 ............. § 1970 § 1666 $ 18.62
Quarter Ended March 31, 2007 ................... § 211148 1824 3 1995
Quarter Ended June 30, 2007 ... $ 2180 % 1805 3% 19.02
Quarter Ended September 30, 2007........... § 1949 § 1502 § 18.80
Quarter Ended December 31, 2007............. $§ 2060 8% 1395 % 1527

Holders — The number of registered holders of record of our common shares was 59 as of March 7, 2008. This total
excludes beneficial or non-registered holders that held their shares through various brokerage firms.

Distributions — Our Board of Trustees declared the following cash distributions per share to our common shareholders
for the periods indicated:

| Distribution
Quarter Record Dhate Per Share Payment Date
1% 2006.......... April 6, 2006 $ 0.1875  April 18, 2006
2" 2006......... July 6, 2006 $ 0.1875  July 18,2006
37 2006.......... October 5,2006 $ 0.1950  October 17, 2006
4" 2006.......... January 5,2007 $§  0.1950  January 16, 2007
192007 ......... April 5, 2007 $ 0.1950  April 17,2006
2% 2007......... July 6, 2007 $  0.1950 July 18,2007
3 2007.......... October 4,2007 $ 0.2050  October 16, 2007
42007 .......... January 7,2008 §  0.2050 January 15, 2008

We intend to continue to pay regular quarterly distributions to our common shareholders. Future distributions will be
declared and paid at the discretion of our Board of Trustees, and will depend upon cash generated by operating activities,
our financiat condition, capital requirements, annual distribution requirements under the REIT provisions of the internal
Revenue Code of 1986, as amended, and such other factors as our Board of Trustees deem relevant. We anticipate that for
the foreseeable future, cash available for distribution wnll be greater than earnings and profits due to non-cash expenses,
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primarily depreciation and amortization, to be incurred by us. Distributions by us to the extent of our current and
accumulated earnings and profits for federal income tax purposes will be taxable to shareholders as either ordinary dividend
income or capital gain income if so declared by us. Distributions in excess of earnings and profits generally will be treated
as a non-taxable return of capital. These distributions have the effect of deferring taxation until the sale of a shareholder’s
common shares. In order to maintain our qualification as a REIT, we must make annual distributions to shareholders of at
least 90% of our taxable income. Under certain circumstances, we could be required to make distributions in excess of cash
available for distributions in order to meet such requirements. For the taxable year ended December 31, 2007,
approximately 40.0% of our distributions to shareholders constituted a return of capital, approximately 37.3% constituted
taxable ordinary income dividends and approximately 22.7% constituted taxable capital gains.

Under our revolving credit facility, we are permitted to make distributions to our shareholders not to exceed 95% of
our Funds From Operations (“FFO”) provided that no event of default exists. See page 60 for a discussion of FFO. If an
event of default exists, we may only make distributions sufficient to maintain our REIT status. However, we may not make
any distributions if any event of default resulting from nonpayment or bankruptcy exists, or if our obligations under the
credit facility are accelerated.

The Company did not repurchase any of its common shares or sell any unregistered securities during the period
covered by this report.

Performance Graph — Notwithstanding anything to the contrary set forth in any of our filings under the Securities Act
of 1933, as amended, or the Securities Exchange Act of 1934, as amended, that might incorporate Securities and Exchange
Commission filings, in whole or in part, the following performance graph will not be incorporated by reference into any
such filings.

The following graph compares the cumulative total shareholder return of our common shares for the period from
August 11, 2004, the date that our common shares began trading on NYSE, to December 31, 2007, to the S&P 500 Index
and to the published NAREIT All Equity REIT Index over the same period. The graph assumes that the value of the
investment in our common shares and each index was $100 at August 11, 2004 and that all dividends were reinvested. The
shareholder return shown on the graph below is not indicative of future performance
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ITEM 6. SELECTED FINANCIAL DATA

The following tables set forth, on a historical basis, selected financial and operating information. The financial
information has been derived from the consolidated balance sheets and statements of operations of the Company and the
combined statements of operations of our Predecessor. This information should be read in conjunction with the audited
consolidated financial statements of the Company and Management’s Discussion and Analysis of Financial Condition and
Results of Operations appearing elsewhere in this Annual Report on Form 10-K.

The Company The Predecessor
Period Period
August 16, Jaruary 1,
2004 04
Year Ended Year Ended Year Ended through through Year Ended
December 31, December 31, December 31, December 31,  August 15, December 31,
2007 2006 2005 2004 2004 2003

(8 in thousands, except share and per share data}
Operating Data:
Revenues:

Rental related revenue............. .3 101,494 § 89,703 3 72,296 § 19,618 § 12,824 % 10,906

Construction and service fee revenue ... 37,260 41,447 26,420 9,334 5,257 14,852
Tolal revenue 138,754 131,150 98,716 28,952 18,081 25,758
Expenses:
Property 0peraling . veasveessoesmsresmesesmnssecvnsassrensnens 15,121 13,580 12,337 3.667 4,033 3,603
Real estate taxes 11,917 11,260 1.456 1,927 1,409 1,132
Cost of construction and services ... 32,077 35,901 21,823 8,787 4,405 11,536
General, administrative, and other 65,299 5323 5,328 1,781 1,477 2,746
Depreciation and amortization.. 31,851 29,579 21,696 7,629 3,270 2,405
Total eXPENSeS....ooivieveieieiiieesinenes 97,263 95,643 68,640 23,791 14,594 21,422
Operating income. 41,489 35,507 30,076 5,161 3,487 4,336
Interest expense...... (25,965) (21,222) (17.836) 4,377 (4,557) (3,809)
Loss on sale of asset... — (764) — — — —_
Loan prepayment penalties and expenses... — — — (1,671) — —
Income tax expense of taxable REIT subsidiary ..... (762) (966) (1,041) — —_ —
O1her iNCOME, NEL....eveeeeece e sctrecsisssarsasrsrensrsanenss 779 345 215 30 11 150
Minority interest (income) loss of unconsolidated
SUBSIAIATIES - erceercee et emaecreneereecmseemcecmene e cnbiis (587) nmmn (1,267) {126) 215 (233)
Equity in earnings of unconsolidated entities........... 291 286 253 134 164 273
Limited Partners® interests in the continuing
operations of the Operating Partnership............ (3,400} (2,966 } (3,309) 258 — —
Income (loss) from continuing operations...........ccceoounies 11,845 10,103 71,091 (591) (580) 77

Discontinued operations:
Operating income from discontinued operations,
net of Limited Partners’ interests ..., 96 77 820 259 388 720
Gain on sale of operating property, net of Limited

Pariners’ interests ....... 1,582 — 5,525 — — —
[ncome from discontinued operations ., . 1,678 77 6,345 259 388 720
Net INCOME (FOSSY cerrreermrermuersenee s eesememseensene st emseeseomemseneassiie 9 13,523 % 10,180 5 13,436 § (332) § (192) § 1,437
Income (foss) per common share — basic:
Continuing OPerations.........ccuweeecmricuneiiimccnnes 041 8 0.35 $ 033 § {0.03)
Discontinued operalions. ... e crmeecissninnse 0.06 — 0.30 0.01
047 % 0.35 5 063 $ (0.02)

Income {loss) per common share — diluted:
Continuing operations........cooevee.e 040 § 0.35 $ 033 $ (0.03)

Discontinued operations................... 0.06 — 0,29 0.01

046 $ 0.35 s 062 % {0.02)
Weighted average Common Shares outstanding - basic...... 28,908,274 28,733,228 21,406,980 18,727,977
Weighted average Common Shares outstanding — diluted... 29,180,987 28,903,114 21,520,061 18,727,977
Distributions declared per Common Share........cc.cccocvee. 8§ 0.800 $ 0.765 3 0.750 § 0.281

Significant changes in operations in fiscal year 2007 are primarily a result of the following:

e In November 2007, we sold our 176" & Meridian property for net proceeds of $7.0 million and a gain, net of Limited Partners” interests, of
$1.6 million. 176™ & Meridian was a development property that was added to our operating portfolio in the third quarter of 2004.
Therefore, the operating results related to this property have been reflected as discontinued operations for fiscal years ended December 31,
2007, 2006, 2005, and 2004; and

®  the ransition of six development properties that became operaticnal or pantially operational during 2007.
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| The

| Predecessor
| The Company Year Ended
| Year Ended December 31 December 31
2007 2006 2005 2004 2003
} (8 in thousands)
Balance Sheet Data: L
[nvestment PrOPerties, Net o e srserenas 8 965,583 § 892,625 $ 738,734 § 521,078 § 149,346
Cash and cash equivalents ..o e e rerercrcneserererererenns % 19002 $ 23953 3% 15209 % 10,103 & 2,189
TOLA] ASSELS oceverrcerieeereee i e nremar et b s p e 3 1,048,235 § 983,161 $ 799230 $ 563,544 § 171,336
Mortgage and other indebtedness.... 5 646,834 § 566,976 3 375246 5 283479 $ 141,498
Total liabilities... . $ 714,100 § 634,435 § 436,106 $ 336,922 3 165,778
Limited parmers interests in the opemtmg pannershxp e 8, 74512 8 78812 §$ 84245 § 68423 S —
Shareholders’ equity .. .5 259,623 § 269,914 3 278879 $ 158,199 S 5,558
Total liabilities and shareholders equary ' 1,048235 § 983,161 § 799,230 $ 563,544 § 171,336

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

|
|

The following discussion should be read in conjunction with the accompanying historical financial statements and
related notes thereto and the “Risk Factors” appearing elsewhere in this Annual Report on Form 10-K. In this discussion,
unless the context suggests otherwise, references to the “Company,” “we,” “us” and “our” mean Kite Realty Group Trust
and its subsidiaries,

I
Overview |

Qur Business and Properties

Kite Realty Group Trust, through its majority-owned subsidiary, Kite Realty Group, L.P., is engaged in the
ownership, operation, management, leasing, acquisition, construction, expansion and development of neighborhooed and
community shopping centers and certain commercial real estate properties in selected growth markets in the United States.
We also provide real estate facility management, construction, development and other advisory services to third parties. We
derive revenues primarily from rents and reimbursement payments received from tenants under existing leases at each of
our properties, We also derive revenues from providing management, leasing, real estate development, construction and
real estate advisory services through our taxable REIT subsidiary. Our operating results therefore depend materially on the
ability of our tenants to make required payments and ;overall real estate market conditions.

As of December 31, 2007, we owned interests in a portfolio of 50 operating retail properties totaling approximately
7.4 million square feet of gross leasable area (including non-owned anchor space) and also owned interests in four
operating commercial properties totaling approximately 563,000 square feet of net rentable area and an associated parking
garage. Also, as of December 31, 2007, we had an 1Hterest in 11 properties in our development/redevelopment pipeline
{(including our Glendale Town Center and Shops at Eagle Creek properties, both of which are undergoing a major
redevelopment). Upon completion, our development/redevelopment properties are anticipated to have approximately 1.8

million square of total gross leasable area. |

I
In addition to our current development/redevelopment pipeline, we have a significant “visible shadow” development
pipeline which includes land parcels that are undergoing pre-development activity and are in the final stages of preparation
for construction to commence. As of December 31, 2007, this visible shadow pipeline consisted of six projects that are
expected to contain approximately 3.1 million square feet of total gross leasable area upon completion.

Finally, as of December 31, 2007, we also owned interests in other land parcels comprising approximately 112 acres.
These land parcels are classified as “Land held for development” in the accompanying consolidated balance sheet.

2007 Developments and Current Market Conditions |
i

During 2007 and into 2008, there was, and contmues to be, increasing economic uncertainty, The United States
economy, as well as the specific markets that we operate in, could face a challenging economic environment in 2008. The




possibility of recession or the effects of inflation, consumer credit availability, consumer debt levels, energy costs, tax rates,
business layoffs, downsizing or industry slowdowns could have an adverse affect on the businesses of our retail tenants.
This, in turn, could challenge our business because current or prospective tenants may be unwilling to enter into or renew
leases with us on favorable terms or at all, or our tenants may have a more difficult time paying us rent. These conditions
could also negatively affect the market for retail space. As an owner and developer of community and neighborhood
shopping centers, our performance is linked to economic conditions in the retail industry in those markets where our centers
are located. This is particularly true in Indiana, Florida and Texas, the states where the majority of our properties are
located.

The challenging economic conditions in the United States have been created, in part, by recent events in the credit,
mortgage and housing markets. During 2007, higher interest rates, falling real estate prices and a significant increase in the
number of high risk, or sub-prime, mortgages contributed to dramatic increases in mortgage delinquencies and defaults in
2007. The anticipated future delinquencies among sub-prime borrowers in the United States is expected to continue in the
foreseeable future. These conditions have caused banks to tighten credit standards, making it more difficult for individuals
and companies to obtain financing on favorable terms, if at all. Obtaining favorable financing is important to our business
due to, among other things, the capital needs of our existing development projects. in addition, we may seck to refinance
the current indebtedness on our properties. The uncertainty in the credit markets could make it more challenging for us to
carry out our financing objectives in 2008.

Current Dual Growth Strategy

Despite the current challenging environment, we believe that our strong balance sheet will continue to provide us
access to reliable capital and allow us to refinance variable rate debt. For example, in January and February 2008, we were
able to take advantage of low interest rates and refinance variable rate debt at seven of our consolidated properties and one
of our unconsolidated properties. As a result of this refinancing, approximately 76% of debt obligations previously due in
2008 are now due in 2009 (including our share of debt at our unconsolidated property) and approximately 5% of debt
obligations previously due in 2008 are now due in 201 1. We will continue to try to take advantage of low interest rates to
refinance variable rate debt. We also believe that, notwithstanding the challenging conditions, our strong demographics,
experience with prior downturns in the economy and solid current development and visible shadow pipeline will allow us to
continue to execute our dual growth strategy in 2008.

The first part of this growth strategy is to focus on increasing our internal growth by leveraging our existing tenant
relationships to improve the performance of our existing operating property portfolio. We intend to focus on improving the
operational efficiencies of our existing portfolio by attempting to, among other things, lowering our variable costs while
increasing ancillary income at our existing properties. The second part of our growth strategy is to focus on achieving
external growth through the expansion of our portfolio. We continue to develop our current development pipeline and
prepare the properties in our visible shadow pipeline for the commencement of construction. In addition, we continue to
pursue targeted acquisitions of both land and neighborhood and community shopping centers in attractive markets with
strong economic and demographic characteristics, as well as additional joint venture capital partners. We expect to incur
additional debt in connection with any future development or acquisitions of real estate. We may also dispose of certain
real estate that no longer fits our portfolio or growth strategy.

Summary of Critical Accounting Policies and Estimates

Our significant accounting policies are more fully described in Note 2 of the accompanying consolidated financial
statements. As disclosed in Note 2, the preparation of financial statements in accordance with generally accepted
accounting principles requires management to make estimates and assumptions about future events that affect the amounts
reported in the financial statements and accompanying notes. Actual results could differ significantly from those cstimates.
We believe that the following discussion addresses our most critical accounting policies, which are those that are most
important to the portrayal of our financial condition and results of operations and require management’s most difficult,
subjective, and complex judgments.

Purchase Accounting

The purchase price of operating properties is aliocated to tangible and identified intangible assets acquired based on
their fair values in accordance with the provisions of Statement of Financial Accounting Standards No. 141, “Business
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I
|
!

Combinations” (“SFAS No. 1417). In making estimates of fair values for the purpose of allocating purchase price, a
nurnber of sources are utilized. We also consider information about each property obtained as a result of its pre-acquisition
due diligence, marketing and leasing activities in estimating the fair value of tangible and intangible assets acquired.

A portion of the purchase price is allocated to tangible and intangible assets, including:
|

|
* the fair value of the building on an as-if-vacant basis and to land deterrnined by real estate tax assessments,
independent appraisals, or other releveint data;

* above-market and below-market in-place lease values for acquired properties are based on the present value
{(using an interest rate which reflects the risks associated with the leases acquired) of the difference between
(i) the contractual amounts to be paid pursuant to the in-place leases and (ii) management s estimate of fair
market lease rates for the corresponding in-place leases, measured over the remaining non-cancelable term of
the leases. The capitalized above-market and below-market lease values are amortized as a reduction of or
addition to rental income over the remaining non-cancelable terms of the respective leases, Should a tenant
terminate its lease, the unamortized pottion of the lease intangibles would be charged or credited to income;
and

e the value of leases acquired. We utilizé independent sources for our estimates to determine the respective in-
place lease values. Our estimates of value are made using methods similar to those used by independent
appraisers. Factors we constder in our lanalysu-; include an estimate of costs to execute similar leases
including tenant improvements, leasmg commissions and foregone costs and rent received during the
estimated lease-up period as if the space was vacant. The value of in-place leases is amortized to expense
over the remaining initial terms of the respective leases.

[

We also consider whether a portion of the purchase price should be allocated to in-place leases that have a related
customer relationship intangible value. Characteristics we consider in allocating these values include the nature and extent
of existing business relationships with the tenant, growth prospects for developing new business with the tenant, the
tenant’s credit quality, and expectations of lease renewals, among other factors. To date, a tenant relationship has not been
developed that is considered to have a current intangible value.

|
Capitalization of Certain Pre-Development and Deve:lopmem Costs
1

We incur costs prior to land acquisition and for certain land held for development, including acquisition contract
deposits as well as legal, engineering and other external professional fees related to evaluatmg the feasibility of developing
a shopping center. These pre-development costs are included in construction in progress in the accompanying consolidated
balance sheets. If we determine that the development of a property is no longer probable, any pre-development costs
previously incurred are immediately expensed.

We also capitalize costs such as construction, mterest real estate taxes, salaries and related costs of personnel directly
involved with the development of our properties. As a portion of the development property becomes operational, we
expense appropriate costs on a pro rata basis. !

Impairment of Investment Properties

In accordance with Statement of Financial Accounting Standards No. 144, “Accounting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to be Disposed Of” (“SFAS No. 144™), investment properties are reviewed for
impairment on a property-by-property basis at least arinually or whenever events or changes in circumstances indicate that
the carrying value of investment properties may not be recoverable. Impairment losses for investment properties are
recorded when the undiscounted cash flows estimaled} to be generated by the investment properties during the expected hold
period are less than the carrying amounts of those assets, Impairment losses are measured as the difference between the

carrying value and the fair value of the asset, |
|

In accordance with SFAS No. 144, aperating prc;penies held for sale include only those properties available for
immediate sale in their present condition and for which management believes it is probable that a sale of the property will
be completed within one year. Operating properties are carried at the lower of cost or fair value less costs to sell.
Depreciation and amortization are suspended during the held-for-sale period.
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Our properties generally have operations and cash flows that can be clearly distinguished from the rest of our
activities. In accordance with SFAS No. 144, the operations reported in discontinued operations include those operating
properties that were sold or were considered held-for-sale and for which operations and cash flows can be clearly
distinguished. The operations from these properties are eliminated from ongoing operations, and we will not have a
continuing involvement after disposition. Prior periods have been reclassified to reflect the operations of these properties as
discontinued operations.

Revenue Recognition

As lessor, we retain substantially all of the risks and benefits of ownership of the investment properties and account
for our leases as operating leases.

Base minimum rents are recognized on a straight-line basis over the terms of the respective leases. Certain lease
agreements contain provisions that grant additional rents based on tenants’ sales volume {contingent percentage rent).
Percentage rents are recognized when tenants achieve the specified targets as defined in their lease agreements. Percentage
rents are included in other property related revenue in the accompanying statements of operations.

Reimbursements from tenants for real estate taxes and other recoverable operating expenses are recognized as
revenues in the period the applicable expense is incurred.

Gains on sales of real estate are recognized in accordance with Statement of Financial Standards (“SFAS”) No. 66,
“Accounting for Sale of Real Estate”. In summary, gains from sales are not recognized unless a sale has been
consurnmated, the buyer’s initial and continuing investment is adequate to demonstrate a commitment to pay for the
property, we have transferred to the buyer the usuai risks and rewards of ownership, and we do not have a substantial
continuing financial involvement in the property.

Revenues from construction contracts are recognized an the percentage-of-completion method, measured by the
percentage of cost incurred to date to the estimated total cost for each contract. Project costs include atl direct labor,
subcontract, and material costs and those indirect costs related to contract performance costs incurred to date. Project costs
do not include uninstatled materials, Provistons for estimated losses on uncompleted contracts are made in the period in
which such losses are determined. Changes in job performance, job conditions, and estimated profitability may resuit in
revisions to costs and income, which are recognized in the period in which the revisions are determined.

Development and other advisory services fees are recognized as revenues in the period in which the services are
rendered. Performance-based incentive fees are recorded when the fees are earned.

Results of Operations
Acquisition and Development Activities

The comparability of results of operations is significantly affected by our development and acquisition activities and
the effects of the IPO and related formation transactions. At December 31, 2007, we owned interests in 55 operating
properties (consisting of 50 retail properties, four commercial operating properties and an associated parking garage) and
had interests in 11 entities that held development or redevelopment properties (including our Glendale Town Center and
Shops at Eagle Creek properties, which are undergoing major redevelopment). Of the 66 total properties held at December
31, 2007, two operating properties were owned through joint ventures that are accounted for under the equity method.

43




During the year ended December 31, 2007, the

following development properties became operational or partially

!
i
|
[
|
operational: ’
|

Economic
Property Name MSA Cccupancy Date1 Owned GLA
Bridgewater Marketplace I.......cccoooiill Indianapolis, [N January 2007 26,000
Sanifur PIAZa .........oeooveeeeeevceessssessssssecnnnnnnnd Tri-Cities, WA January 2007 12,538
Gateway Shopping e SO Marysville, WA April 2007 83,000
Tarpon Springs PIAZA. o) Naples, FL July 2007 82,546
Bayport Commons‘ Tampa, FL September 2007 97,200
Comelius Gateway .........c...ccccooeececeveeennenennn.!. Portland, OR September 2007 21,000
Beacon Hill Phase IL.................coooeooereserevccenenns Crown Point, IN December 2007 19,160
1 Represents the date in which we started receiving rental payments under tenant leases or ground leases

at the property or the tenant took possession of the property, which ever is sooner.

In November 2007, we sold our 176™ & Meridian property, located in Seattle, Washington, for net proceeds of $7.0
million and a gain, net of Limited Partners’ interests,| of $1.6 million. The results related to this property have been reflected
as discontinued operations for fiscal years ended Decf:ember 31,2007, 2006, and 2005. We anticipated utilizing the proceeds
from the sale to execute a like-kind exchange under Section 1031 of the Internal Revenue Code and, in February 2008 we
did so by purchasing Rivers Edge, an approximately (111,000 square foot shopping center located in Indianapolis, Indiana,
for $18.3 million. Utilizing the proceeds from this sale, we were able to finance this purchase with only $15.6 million of
additional debt funded initially through a draw on our unsecured facility and subsequently refinanced with a variable rate

debt instrument,

At December 31, 2006, we owned interests in 54 operating properties (consisting of 49 retail properties, four
commercial operating properties and an associated parking garage) and had 11 properties under development. Of the 63
total properties held at December 31, 2006, two operating properties were owned through joint ventures that are accounted

for under the equity method, |\

We acquired and placed into service the follov\‘fing retail properties during the year ended December 31, 2006:

Acquisition Cost Financing

Property Name Location | Acquisition Date (Mitlions) Method
Kedron Village .................... Peachtree, Georgia April 3, 2006 ' $ 349° Debt
Courthouse Shadows ........... Naples, Floﬁdé July 6, 2006 19.8 Debt
Pine Ridge Crossing ............ Naples, Florida;t July 6, 2006 226 Debt
Riverchase ...........ccoev.enn.. Naples, Florida July 6, 2006 15.5 Debt

l

1 When purchased, Kedron Village was under construction and not an operating property. The

f

property became partially operational in the third quarter of 2006 and became fully operational
p |

during the fourth quarter of 2006.

2 Total purchase price of approximatelyL $34.9 million is net of purchase price adjustments, including
tenant improvement and leasing comnpission credits, of $2.0 million.

|
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In addition, the following development properties became operational or partially operational during the year ended

December 31, 2006:

Economic

Property Name MSA Occupancy Date' Owned GLA
Eagle Creek Lowe's ..cooveeiinneccciieinenes Naples, FL February 2006 N/AZ
Estero Town Commons...........cooviinniennens Naples, FL April 2006 25,600
Beacon Hill Phase 1.........ccocoov e Crown Point, IN June 2006 57,200
Stoney Creek Commons Phase I1.................... Indianapolis, IN July 2006 49,300
Naperville Marketplace .........ccoccoorvcvrinrcnnnn. Chicago, IL August 2006 99,600
Zionsville Place........ocoocvieiiininiiiiiiinins Zionsville, IN August 2006 12,400
1 Represents the date in which we started receiving rental payments under tenant leases or ground

leases at the property or the tenant took possession of the property, which ever is sooner.

2 Property is ground leased to a single tenant.

At December 31, 2005, we owned interests in 45 operating properties (consisting of 40 retail properties, four
commercial operating properties and an associated parking garage) and had 14 properties under development. Of the 59
total properties held at December 31, 2005, two operating properties were owned through joint ventures that are accounted

for under the equity metheod.

We acquired and placed in service the following operating properties during the year ended December 31, 2005:

Acquisition Cost

Property Name MSA Acquisition Date (Millions) Financing Method
Fox Lake Crossing....... Fox Lake, IL February 7, 2005 h 15.5 Debt
Plaza Volente............... Austin, TX May 16, 2005 359 Debt
Indian River Square..... Vero Beach, FL.  May 16, 2005 16.5 Debt
Bolton Plaza................. Jacksonville, FL November 1, 2005 14.0 Common Share Offering Proceeds

Market Street Village... Hurst, TX

November 17, 2005 29.0 Debt

In addition, the following devetopment properties became operational or partially operational during the year ended

December 31, 2005:

Property Name MSA Economic Occupancy Datel Owned GLA
Weston Park Phase I ........ccccvviinnniniiinnnnn, Indianapolis, IN  March 2005 N/A?
Greyhound Commons ... Indianapolis, IN  March 2005 N/AZ
Geist PAVILION. ....c.cvvvveerrvinraevrrrecnessceeeeens Indianapolis, IN  March 2005 64,114
Martinsville Shops........covevcviiviiiiiiiiis Martinsville, IN  June 2005 10,986
Red Bank Commons ..........cooooeiiiiiciinneee Evansville, IN June 2005 34,308
Traders Point ..o, Indianapolis, IN  June 2005 46,600

1 Represents the date in which we started receiving rental payments under tenant leases or ground leases at
the property or the tenant took possession of the property, which ever is sooner.

2 Property consists of ground leases only and no owned GLA. As of December 31, 2007, Weston Park
Phase I had two of three outlots leased and Greyhound Commons had two of three outlots leased.

In December 2003, we sold our Mid-America Clinical Labs property. The results related to this property have been
reflected as discontinued operations for fiscal year ended December 31, 2005.
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Redevelopment Activities

Glendale Mall |

In April 2007, we announced plans to redevel:op the Glendale Mall property in Indianapolis, Indiana into a 685,000
total square foot power center (renamed Glendale Town Center) that will be anchored by a new 129,000 square foot Target
{non-owned) and will also include Macy's, Lowe's Home Improvement (non-owned), Staples and Kerasotes Theatre,
During the period of redevelopment, approximately 335,000 square feet of space at this property is being leased by tenants
that are also expected to continue to occupy space upon completion of the redevelopment,

In connection with this redevelopment, during 2007 we terminated a number of leases and completed the demolition
of major portions of the enclosed mall area. This demolition was done in preparation for us to sell a 10.5 acre pad to
Target Corporation. During 2007, we sold this pad to Target, and Target began construction of a new store. We are
engaged as construction manager for the construction of this new store. In addition, three new small shop structures
totaling approximately 20,000 square feet were constructed and partially leased during 2007.

|

Target is expected to open for business in the !summer of 2008. In the fourth quarter of 2007, the first shop tenant
and Panera Bread, occupying an outparcel, opened for business, In addition to the new Target, Panera Bread and existing
anchor tenants, Glendale Town Center will also include the Indianapolis-Marion County Public lerary as well as new
small shop and professional office space and one additional outlot. We currently anticipate the remaining consiruction work
to be completed throughout 2008 and 2009, :

In connection with the redevelopment of Glendale Town Center, we received tax increment financing ("TIF") from
the City of Indianapolis totaling approximately $5.7 mllhon The net proceeds of our sale of land to Target and the amount
of the TIF commitment have been applied to the overall cost of the redevelopment and, accordingly, no gain or loss was
recorded. Our overall net investment of apprommately 3135 million is expected to be recoverable by us through projecied
future cash flows from the redeveloped property.

Shops at Eagle Creek

In 2005, Winn-Dixie Stores, Inc. filed for Chapter 11 bankruptcy protection to reorganize its business operations. In
February 2006, Winn-Dixie announced plans to close its store at Shops at Eagle Creek in Naples, FL but had not at that
date rejected the lease. In May 2006, we acquired the lease with Winn-Dixie in a bankruptcy auction for approximately
$0.9 million, net of reccivables of approximately $0.4 million due to us from Winn-Dixie. The space formerly occupied by
Winn-Dixie at this property contained approximately 51,700 square feet, or approximately 68% of the total leasable square

footage of the property. |
|

We are currently redeveloping the space formerly occupied by Winn-Dixie at Shops at Eagle Creek in Naples,
Florida into two smaller spaces. In December 2006,[we signed a lease with Staples for approximately 25,800 square feet of
the space with rent commencing in November 2007.5 We are continuing to market the remaining space for lease. We have
also completed a number of additional renovations at the property throughout 2007, including a new roof on the Staples and
remaining junior anchor spaces, new store fronts, masonry additions to the fagade and columns as well as new parking lot
pavement, parking bumpers and striping. This propefty was transitioned into the redevelopment pipeline in the fourth
quarter of 2006. We anticipate our total investment in the redevelopment at Shops at Eagle Creek will be approximately $4
million.
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Comparison of Operating Results for the Years Ended December 31, 2007 and 2006

The following table reflects key line items from our consolidated statements of operations for the years ended
December 31, 2007 and 2006:

Year Ended December 31

Increase (Decrease)

2007 2006 2007 to 2006
Revenue:
Rental income (including tenant
TEIMbBUISEMENIS} .ovvieereeeeeeeeeesn i e, $90,484289 § 83,344,870 § 7,139.419
Other property related revenue.........covvvevenecne 11,010,553 6,358,086 4,652,467
Construction and service fee revenue.......ccoovveee 37,259,934 41,447,364 (4,187,430)
Expenses:
Property Operating €Xpense ....ooo.ovovvuveiesceeneneniin 15,121,325 13,580,369 1,540,956
Real eState LAXES ..oovvvvreeereeereceesresaressvennesrmssseeesnenns 11,917,299 11,259,794 657,505
Cost of construction and Services.......ccooerreriennen 32,077,014 35,901,364 (3,824,350)
General, administrative, and other ... 6,298,901 5,322,594 976,307
Depreciation and amOrtization ............ccoveeveveinens 31,850,770 29,579,123 2,271,647
Operating iNCOME .....couvmvrrrrinnnne s 41,489,467 35,507,076 5,982,391
Add:
Equity in earnings of unconsolidated entities....... 290,710 286,452 4,258
Other IRCOME, NEL........c.vveeeeeeeeeevessinssiesnmsasasasasnes 778,552 344,537 434,015
Deduct:
INTEIESt BXPENSE ...ooveveveririrrariininresmenmeneeis s nrasenes 25,965,141 21,221,758 4,743,383
Loss on sale of asset — 764,008 {764,008)
Income tax expense of taxable REIT subsidiary .. 761,628 965,532 (203,904)
Minority interest in income of consolidated
SUBSIAIATIES vecveeiiee e sesr s e e et eiesre s ines 587,413 117,469 469,944
Limited Partners’ interests in the continuing
operations of the Operating Partnership......... 3,399,534 2,966,730 432,804
Income from continuing operations ........ccceivvvenenns 11,845,013 10,102,568 1,742,445
Operating income from discontinued opetations,
net of Limited Partners’ interests ............coue.. 95,551 77,082 18,469
Gain on sale of operating property, net of
Limited Partners’ mterests.....cocceveverincmeernnens 1,582,119 — 1,582,119
NET IICOIMIE .oevveeeeeeeeeeeeteeeteeerserensnerareeecenneeaeeeesssieanns $13,522683 5 10,179,650 § 3,343,033

Rental income (including tenant reimbursements) increased approximately $7.1 million, or 9%, due to the following:

Increase (Decrease)

2007 to 2006
Properties acquired during 2006, 3 5,168,027
Development properties that became operational or partially

operational in 2006 0r 2007 ... 3,151,994
Properties under redevelopment during 2007.........ccooooeiiiennnns (1,839,652)
Properties fully operational during 2006 and 2007 & other ........ 659,050
TOLAL -ttt esr et ee st sm et s n e bbb ar e n e $ 7,139,419

Excluding the changes due to the acquisition of properties, transitioned development properties, and the properties
under redevelopment, the net $0.7 million increase in rental income was primarily related to the following:

e $0.8 million increase due to the write off of intangible lease obligations in connection with the termination of a
lease at our Silver Glen Crossings property;

o $0.5 million net increase in real estate tax recoveries from tenants due to increased assessments at a number of our

properties;

e $0.3 million of increased rental income at one of our properties due to two new tenants that began paying rent in
the second half of 2006,
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¢ $0.3 million of increased common area mamtenance and property insurance recoveries from tenants at a number of
our properties due to higher related expenses; and

e $0.2 million of increased rental income at one of our properties due to a new anchor tenants that began paying rent
in the second half 2007. !

These increases were partially offset by the following:

¥

+ $0.8 million decrease reflecting the termination of our lease with Marsh Supermarkets at Naperville Marketplace
and the subsequent sale of the facility in the second quarter of 2006; and

¢ $0.7 million decrease due to the termination of a lease at our Thirty South property in the fourth quarter of 2006.
|
Other property related revenue primarily consists of parking revenues, overage rent, lease settlement income and gains
on land sales. This revenue increased approximately $4.7 million, or 73%, primarily as a result of $4.0 million increased
gains on land sales and an increase of $0.9 million in lease settlement income, These were partially offset by a decrease of
approximately $0.3 million in specialty leasing income as a result of the redevelopment of Glendale Town Center.

Construction revenue and service fees decreased approximately $4.2 million, or 10%. This decrease is primarily due
to the level and timing of third party construction contracts during 2007 compared to 2006, partially offset by the net
increase in proceeds from build-to-suit assets. In 2007 we had proceeds from the sale of a build-to-suit asset at Sandifur
Plaza of $6.1 million while in 2006, we had proceeds Ifrom the sale of a build-to-suit asset at Bridgewater Marketplace of

$5.3 million. |

|
Property operating expenses increased approximately $1.5 million, or 11%, due to the following:

{ Increase (Decrease)

: 2007 to 2006
Properties acquired during 2006............ccovnrreiiinens h 058,716
Development properties that became operational or partially
operational in 2006 or 2007 ... 681,211
Properties under redevelopment during 2007 ... (714,967)
Properties fully operational durmg 2006 and 2007 & other...... 615,996
Total e e 3 1,540,956

Excluding the changes due to the acquisition of properties, transitioned development properties, and the properties
under redevelopment, the net $0.6 million increase in property operating expenses was primarily due to the following:

¢ 50.4 million increase in snow removal expense primarily at our Indiana and I!linois properties, the majority of
which is recoverable from tenants;

e $0.2 million increase in landscaping and parking expense at a number of our operating properties, the majority of
which is recoverable from tenants; and

o $0.2 miilion net increase in repair and mamtenance expense at a number of our operating properties, some of
which is recoverable from tenants.

These increases were partially offset by the following:

+ $0.1 million net decrease in bad debt expense at a number of our operating properties; and
e $0.1 miilion net decrease in non-recoverable lLegal expenses at one of our operating properties.

!
Real estate taxes increased approximately $0.7 million, or 6%, due to the following:

I
Increase (Decrease)

2007 to 2006
Properties acquired during 2006.. RS $ 537,220
Development properties that became operational or partiaily
operational in 2006 or 2007 ..., 364,184
Properties under redevelopment durmg 2007 (282,416)
Properties fully operational clurmg 2006 and 2007 & other ..... 38,517
TOtAL et e st s ee s e et eanes 3 657,505




Excluding the changes due to the acquisition of properties, transitioned development properties, and the properties
under redevelopment, the net $38,517 increase in real estate taxes represents a net increase of approximately $0.5 million in
real estate tax assessments at a number of our properties, the most significant increases at properties located in Texas and
lilinois. This increase was partially offset by a real estate tax refund, net of related professional fees, of approximately $0.5
million for fiscal years 2002 through 2004 at our Thirty South property, which was received in 2007.

Cost of construction and services decreased approximately $3.8 million, or 11%. This decrease is primarily due to the
level and timing of third party construction contracts during 2007 compared to 2006, partially offset by the net increase in
costs associated with the sale of build-to-suit assets. In 2007, we had costs associated with the sale of a build-to-suit asset
at Sandifur Plaza of $4.1 million and in 2006 we had $3.5 million of costs associated with the sale of a build-to-suit asset at
Bridgewater Marketplace.

General, administrative and other expenses increased approximately $1.0 million, or 18%. In 2007, general,
administrative and other expenses were 4.5% of total revenue and in 2006, general, administrative and other expenses were
4.1% of total revenue. This increase is primarily due to higher share-based incentive compensation costs and increased
staffing attributable to our growth. The costs of operating as a public company remained relatively flat between years.

Depreciation and amortization expense increased approximately $2.3 million, or 8%, due to the following:

Increase (Decrease)

2007 to 2006
Properties acquired during 2000 ..o, $ 1,998,616
Development properties that became operational or partiaily
operational in 2006 or 2007 ... 802,052
Properties under redevelopment during 2007 ...........coeieeeeee (713,325)
Properties fully operational during 2006 and 2007 & other ... 184,304
Tl e erit s eetne e b bes s e e rr e rng e b e e ne e e $ 2,271,647

Excluding the changes due to the acquisition of properties, transitioned development properties, and the properties
under redevelopment, the net $0.2 million increase in depreciation and amortization expense was primarily due to the

following:

¢ $0.9 million net increase in the acceleration of depreciation of vacated tenant costs at our fully operational
properties during 2007 compared to 2006; and

o $0.8 million increase due to the write off of intangible lease assets in connection with the termination of a lease at
our Silver Glen Crossings property in 2007,

These increases were partially offset by the following:

o $0.9 million decrease reflecting the termination of our lease with Marsh Supermarkets at Naperville Marketplace
and the subsequent sale of the facility in the second quarter of 2006; and

+ $0.6 million of intangible lease obligations written down related to our lease with Winn-Dixie at our Shops at
Eagle Creek property, which was terminated in 2006.

Other income, net increased approximately $0.4 million, or 126%, as a result of a $0.5 million payment received from
a lender in consideration for our agreement to terminate a loan commitment in 2007.

Interest expense increased approximately $4.7 million, or 22%, due to the following:

Increase
__2007¢0 2006
Properties acquired during 2006 ... $ 1,201,928
Development properties that became operational or partially
operational in 2006 or 2007 ... 1,690,255
Properties fully operational during 2006 and 2007 & other..... 1,851,200
TOAL ...t e et eme et $ 4,743,383
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Excluding the changes due to the acquisition of properties and transitioned development properties, the net $1.9
million increase in interest expense was primarilyldue to the following:

»  32.1 million increase attributable to the addmon of a fixed rate debt instrument on our Traders Point property in
July of 2006;

e  $0.1 million increase due to higher avera'ge balance on our line of credit; and
»  30.1 million increase due to fixed rate firiancing placed on one of our properties in December 2006.

t
These increases were partially offset by a $0. 4 million decrease due to interest expense incurred in the first quarter of
2006 at the Naperville Marsh Supermarkets, whlch was sold during the second quarter of 2006.
i
Loss on sale of asset was $0.8 million in 2006 In June 2006, we terminated our lease with Marsh Supermarkets and
subsequently sold the store at our Naperville Marketplace property to Caputo’s Fresh Markets and recorded a loss on the
sale of approximately $0.8 million (approximately; $0.5 million after tax). The total proceeds from these transactions of $14
million included a $2.5 million note from Marsh with monthly installments payable through June 30, 2008, and $2.5
million of cash received from the termination of our lease with Marsh. As of December 31, 2007, $0.7 million was
outstanding on the note. All monthly payments on the note have been made as scheduled through March 2008. The note is
guaranteed by the parent company of Marsh Supermarkets and was assumed by Sun Capital Partners, Inc. upon its
acquisition of Marsh. Marsh Supermarkets at Naperville Marketplace was owned by our taxable REIT subsidiary. The net

proceeds from this sale were used to pay off related indebtedness of approximately $11.6 million. We continue to develop
the remainder of the Naperville Marketplace development property.

Minority interest in income of consolidated sLbsidiaries increased approximately $0.5 million, or 400%. This increase
was primarily due to the following:

l

$0.3 million increase as a result of the mmorlty partners’ share of income related to the sale of a merchant building
at our Sandifur Plaza property in 2007; and

+  $0.2 million increase as a result of the mm_orlty partners’ share of income related to the sale of an outlot at our
Beacon Hill property in 2007.

Gain on sale of o Eeratmg property, net of Llrmted Partners” interests increased $1.6 million, or 100%. In November
2007, we sold our 176™ & Meridian property, located in Seattle, Washington, for net proceeds of $7.0 million and a gain,

net of Limited Partners’ interests, of $1.6 million. |




Comparison of Operating Results for the Years Ended December 31, 2006 and 2005

The following table reflects key line items from our consolidated statements of operations for the years ended
December 31, 2006 and 2005:

Year Ended December 31 Increase (Decrease)

2006 2005 2006 to 2005
Revenue:
Rental income (including tenant
TEIMBUISEMENLS) ...coocveeririnvinr e $ 83344870 § 66,503,189 3 16,841,681
Other property related revenue.......c.cooovveiciceceees 6,358,086 5,793,443 564,643
Construction and service fee revenue.........c..c..... 41,447,364 26,419,801 15,027,563
Expenses:
Property operating €Xpense .........oovvenimsrsinscsesenes 13,580,369 12,336,537 1,243,832
Real eState tAXES .ovcveeeeeeeeeve et rressnn e ceeneneneenes 11,259,794 7,456,098 3,803,696
Cost of construction and SErVICES.....oevevrrvrvrrcnne 35,901,364 21,823,278 14,078,086
General, administrative, and other .........cccovvenne 5,322,594 5,327,735 (5,141)
Depreciation and amortization ..........ceeenens 29,579,123 21,695,982 7.883,141
Operating iNCOME ..c.c.ccoverrerrrimiisiesessr s 35,507,076 30,076,803 5,430,273
Add:
Equity in earnings of unconsofidated entities....... 286,452 252,511 33,941
Other INCOME, NEL....covririvierrireeeeemeemcassesssinininans 344,537 215,422 129,115
Deduct:
[NLETESt EXPENSE....vvvrerrererce e iesrirnseeers e e 21,221,758 17,835,845 3,385,913
L0ss On 5ale OF ASSeL..uvmreeiceciiinie e 764,008 — 764,008
Income tax expense of taxable REIT subsidiary 965,532 1,041,463 (75,931)
Minority interest in income of consolidated
SUBSIAIATIES 1evvvreeeecee et 117,469 1,267,122 {1,149,653)
Limited Partners’ interests in the continuing
operations of the Operating Partnership ......... 2,966,730 3,309,208 (342,478)
Income from continuing Operations ..........ceeeeecenes 10,102,568 7,091,098 3,011,470
Operating income from discontinued operations,
net of Limited Partners’ interests ..........ccoeev. 77,082 819,735 (742,653)
Gain on sale of operating property, net of
Limited Partners’ interests.......occcoceveceveisssinnens — 5,525,007 (5,525,007)
NEt INCOMIE .ooeiviiiviiireeereere s s ssneeneeeeereebasstsssbsssinens $10,179,650 % 13435840 % (3,256,190)

Rental income (including tenant reimbursements) increased approximately $16.8 million, or 25%, due to the
following:

Increase 1006

to 2005
Properties acquired during 2005 o 2006 ..........coooniiiiniinnnnnn. $11,085,641
Development properties that became operational or partially

operational in 2005 0r 2006.........coiiiene 4,662,805
Properties fully operational during 2005 and 2006 & other.............. 1,093,235
O A it eeeeseeesesessanreeesaeeeeesaratssasssansssasnsaar s smsnemansneesbabnan i bnenarrs $16,841,681

Excluding the increase due to the acquisition and transitioned development properties, the net $1.1 million increase in
rental income was primarily related to the following:

o $0.8 million of increased rental income at two of our properties due to the retenanting of a former tenant’s spaces
during 2006. These spaces were vacant during most of 2005;

e $0.7 million due to recoveries from tenants of increased tax assessments at our properties; and

o $0.4 million due to the write off of intangible lease obligations related to our lease with Winn-Dixie at Shops at
Eagle Creek, which was terminated in 2006.

51




|
|
These increases were partially offset by the following;

 $0.3 million decrease at our Cedar Hill Plaza property due to expiring leases that had lease intangibles amortized
through 20035 and a decrease in tenant reimbursements at that property as the tenants vacated;

e $0.2 million decrease related to the loss of Winn-Dixie rent at Shops at Eagle Creek;

« $0.1 million decrease from the write off of imtangible lease obligations in connection with a lease termination in
2005; and

+ $0.1 million decrease at Glendale Town Center due to activities surrounding the redevelopment of that property.

b

Other property related revenue primarily consists of parking revenues, overage rent, lease settiement income and gains
on land sales. This revenue increased approximately $0.6 million, or 10%, primarily as a result of an increase of $1.0
million in lease settlement income at four of our properties, an increase in overage rent totaling $0.2 million at five of our
properties, and an increase of $0.1 million of insurarice proceeds during fiscal year 2006. These increases were partially
offset by a decrease of $0.8 million due to lower gains on land sales and land development rights fees in fiscal year 2006
compared to fiscal year 2005, |

\

Construction revenue and service fees increased approximately $15.0 million, or 57%. This increase is primarily due
to an increase in construction contracts with third party customers and proceeds from the sale of a build-to-suit asset at
Bridgewater Marketplace of $5.3 million. In 2005, révenue from the sale of the Walgreens at our Cornelius, Oregon
property was $5.7 million.

Property operating expenses increased approximately $1.2 million, or 10%, due to the following:

. Increase (Decrease)

2006 to 2005
Properties acquired during 2005 or 2006..........cccocerrircveceicinns 3 1,891,788
Development properties that became operational or partially
operational in 2005 or 2006...........cccoovievrereiiriereeeesreveeees 673,372
Properties fully operational durlmg 2005 and 2006 & other ...... (1,321,328)
TOAL o e $  1,243832

Excluding the increase due to the acquisition and transitioned development properties, the net $1.3 million decrease
in property operating expenses was primarily due to the foliowing:

* A net decrease of $0.6 million in bad debt expenses at two of our properties primarily due to the write-off of the
uncollectible receivable of a bankrupt tenant in 2005; and

» A net decrease of $0.6 million at Glendale Town Center, reflecting lower occupancy levels,

Real estate taxes increased approximately $3.8 million, or 51%, due to the following: |

Increase
| 2006 to 2005
Properties acquired during 2005 or 2006...........ccccvvveeveicnncns 3 1,770,395
Development properties that be¢ame operational or partially
operational in 2005 or 2006 ;... 954,719
Properties fully operational during 2005 and 2006 ................. 1,078,582
Total......ooieeeceeeerrree e, T 5 3,803,696

Excluding the increase due to the acquisition and transitioned development properties, the net $1.1 miilion increase in
real estate taxes was primarily due to property reasse$sments, which are mostly recoverable from tenants. All increased
property reassessments are appealed and occasionally we receive subsequent refunds on amounts previously paid.

i

Cost of construction and services increased approxlmately $14.1 million, or 65%. This increase was primarily due to

an increase in construction contracts as well as $3.5 million of costs associated with the sale of a build-to-suit asset at
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Bridgewater Marketplace. These increases were partially offset by costs of $4.1 million associated with the 2005 sale of the
Walgreens at our Cornelius, Oregon property.

Depreciation and amortization expense increased approximately $7.9 million, or 36%, due to the following:

Increase
2006 to 2005
Propertics acquired during 2005 0r 2006 ... $ 4,929,008
Development properties that became operational or partially
operational in 2005 05 2006 ............cooninnc e, 1,797,725
Properties fully operational during 2005 and 2006 & other.............. 1,156,318
LAl v evesee et e eeeteessaserssessrerssameeas s bssssernseeeemnmeaesaareeeenanree s s babssn i bnns $ 7,883,141

Excluding the increase due to the acquisition and transitioned development properties, the net $1.2 million increase in
depreciation and amortization expense was primarily due to tenant costs written off during fiscal year 2006 at our Glendale
Town Center property in anticipation of its redevelopment.

Other income, net increased approximately $0.1 million, or 60%, due to interest income on a deposit related to the
acquisition of Market Street Village.

Interest expense increased approximately $3.4 million, or 19%, due to the following:

Increase (Decrease)

2006 to 2005
Properties acquired during 2005 or 2006.........ccovinnniiinnnnn. $ 3,406,191
Development properties that became operational or partially

operational in 2005 01 2006 .........cccocvvrereeienrie e 1,385,255
Properties fully operational during 2005 and 2006 & other............. (1,405,533)
TOMAL et erve ettt e st e bbb bR s $ 3,385913

Excluding the increase due to the acquisition and transitioned development properties, the net $1.4 million decrease
in interest expense was primarily due to 2 $2.3 million reduction in interest expense attributable to the repayment of
indebtedness from proceeds from our follow-on equity offering in October 2005, and was partially offset by a $1.0 million
increase as a result of permanent loan financing during the second quarter of 2006 at Sunland Towne Center.

Loss on sale of asset was $0.8 million in 2006. In June 2006, we terminated our lease with Marsh Supermarkets and
sold the store at our Naperville Marketplace property to Caputo’s Fresh Markets and recorded a loss on the sale of
approximately $0.8 million (approximately $0.5 million after tax). The total proceeds from these transactions of $14
million included a $2.5 million note from Marsh with monthly installments payable through June 30, 2008, and 32.5
million of cash received from the termination of our lease with Marsh. The note is guaranteed by the parent company of
Marsh Supermarkets and was assumed by Sun Capital Partners, Inc. upon its acquisition of Marsh. Marsh Supermarkets at
Naperville Marketplace was owned by our taxable REIT subsidiary. The net proceeds from this sale were used to pay off
related indebtedness of approximately $11.6 million. We continue to develop the remainder of the Naperville Marketplace
development property.

Minority interest in income of consolidated subsidiaries decreased approximately $1.1 million, or 91%. This decrease
was primarily due to $1.0 million of gains on land sales in 2005 attributable to our joint venture partner.

Operating income from discontinued operations, net of Limited Partners’ interests decreased $0.7 million, or $1%, and
gain on sale of operating property, net of Limited Partners’ interests decreased $5.5 million, or 100%. [n December 2005,
we sold our Mid-America Clinical Labs operating property and, accordingly, have reclassified prior periods to reflect the
activity of this property as discontinued operations. The amount of operating income for this property in fiscal year 2005
was approximately $0.8 million, net of Limited Partners’ interests and the gain on sale of the property, net of Limited
Partners’ interests, was approximately $5.5 million.
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Liquidity and Capital Resources

Current State of Capital Markets

b
The uncertainty in the ¢redit markets have caus{ed banks to tighten credit standards, making it more difficult for
individuals and companies to obtain financing on favorable terms, if at all. Obtaining favorable financing is important to
our business due to the capital needs of our existing development projects.
:

In light of the uncertainty in the credit markets and the economy in general, we intend to aggtessively manage our
balance sheet in 2008 and, to the extent available to us, take advantage of low interest rates to refinance variable rate debt
and minimize our interest rate risk. For example, in January and February 2008, we were able 1o refinance variable rate debt
at seven of our consolidated properties and ene of our unconsolidated properties. As a result of this refinancing,
approximately 76% of debt obligations previously dué in 2008 are now due in 2009 {including our share of debt at our
unconsolidated property) and approximately 5% of debt obligations previously due in 2008 are now due in 2011. We may
also seek to reduce the aggregate amount of indebtedness outstanding under our unsecured credit facility, discussed below,
and diversify our capitat structure. We may do this by pursuing additional joint venture capital partners and/or disposing of
properties that are na longer core to our growth strategy. We will also continue to monitor the capital markets and consider
raising capital through the issuance of our common stock, preferred stock or other securities.

As of December 31, 2007, we had cash and cash equivalents on hand of $19.0 million.

Our Unsecured Revolving Credit Facility

3

On February 20, 2007, our Operating Paﬂnership entered into an amended and restated four-year $200 million
unsecured revolving credit facility with a group of lenders and Key Bank National Association, as agent (the “unsecured
facility”). The Company and several of the Operating Partnership’s subsidiaries are guarantors of the Operating
Partnership’s obligations under the unsecured facility. The unsecured facility has a maturity date of February 20, 2011, with
a one-year extension option. Initial proceeds of approximately $118 million were drawn from the unsecured facility to
repay the principal amount cutstanding under our then-existing secured revolving credit facility and retire the secured
revolving credit facility. Borrowings under the unsecured facility bear interest at a floating interest rate of LIBOR plus 115
to 135 basis points, depending on our leverage ratio. The unsecured facility has a §.125% to 0.20% commitment fee
applicable to the average daily unused amount. Subje%:t to certain conditions, including the prior consent of the lenders, we
have the option to increase our borrowings under the tinsecured facility to a maximum of $400 million. The unsecured
facility also includes a short-term borrowing line of $25 million with a variable interest rate. Borrowings under the short-
term line may not be outstanding for more than five ddys.

The amount that we may borrow under the unsecured facility is based on the value of properties in the unencumbered
property pool. We currently have 46 unencumbered assets, 44 of which are wholly owned and used to calculate the amount
available for borrowing under the unsecured credit facility and two of which are joint venture assets. The major
unencumbered assets include: Silver Glen Crossings, Glendale Town Center, King's Lake Square, Hamilton Crossing,
Waterford Lakes, Eastgate Pavilion, Wal-Mart Plaza, Market Street Village, and Courthouse Shadows. As of December 31,
2007, the total amount available for borrowing under tihe unsecured facility was approximately $43.7 million,

Our ability to borrow under the unsecured facility is subject to ongoing compliance with various restrictive covenants
similar to those in our previous secured credit facility, including with respect to liens, indebtedness, investments, dividends,
mergers and asset sales. In addition, the unsecured facility, like our previous secured credit facility, requires that the
Company satisfy certain financial covenants, including:

[
® a maximum leverage ratio of 65% (or 70% in certain circumstances);
*  Adjusted EBITDA (as defined in the un?ecured faciiity) to fixed charges coverage ratio of at least 1.50 to 1;

*  minimum tangible net worth (defined as‘lTotal Asset Value less Total Indebtedness) of $300 million (plus
75% of the net proceeds of any future equity issuances);

® ratio of net operating income of unencurnbered property to debt service under the unsecured facility of at
least 1.50 to 1;

|
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® minimum unencumbered property pool occupancy rate of 80%;
® ratio of floating rate indebtedness to total asset value of no more than .35 to 1; and

® ralio of recourse indebtedness to total asset value of no more than 0.30 1o 1.
We were in compliance with all applicable covenants under the unsecured facility as of December 31, 2007.

Under the terms of the unsecured facility, we are permitted to make distributions to our shareholders of up to 95% of
our funds from operations provided that no event of default exists. If an event of default exists, we may only make
distributions sufficient to maintain our REIT status. However, we may not make any distributions if an event of default
resulting from nonpayment or bankrupicy exists, or if our obligations under the credit facility are accelerated.

Short and Long-Term Liguidity Needs

We derive the majority of our revenue from tenants who lease space from us at our properties. Therefore, our ability
to generate cash from operations is dependent on the rents that we are able to charge and collect from our tenants. While we
believe that the nature of the properties in which we typically invest—primarily neighborhood and community shopping
centers—provides a relatively stable revenue flow in uncertain economic times, general economic downtumns or downturns
in the markets in which we own properties may still adversely affect the ability of our tenants to meet their lease
obligations, as discussed in more detail above in “Overview —- 2007 Developments and Current Market Conditions.” In that
gvent, our cash flow from operations could be materially affected.

The nature of our business, coupled with the requirements for qualifying for REIT status (which includes the
stipulation that we distribute to shareholders at least 90% of our annual REIT taxable income) and to avoid paying tax on
our income, necessitate that we distribute a substantial majority of our income on an annual basis which will cause us to
have substantial liquidity needs over both the short term and the long term. Our short-term liquidity needs consist primarily
of funds necessary to pay operating expenses associated with our operating properties, interest expense and scheduled
principal payments on our debt, expected dividend payments (including distributions to persons who hold units in our
Operating Partnership) and recurring capital expenditures. When we lease space to new tenants, or renew leases for existing
tenants, we also incur expenditures for tenant improvements and external leasing commissions. This amount, as well as the
amount of recurring capital expenditures that we incur, will vary from year to year. During the year ended December 31,
2007, we incurred approximately $0.5 million of costs for recurring capital expenditures on operating properties. We also
incurred approximately $5.4 million of costs for tenant improvements and external leasing commissions, of which
approximately $4.5 million related to costs associated with a new tenant at our Thirty South property.

We expect to meet our short-term liquidity needs through cash generated from operations and, to the extent
necessary, borrowings under the unsecured facility and new construction loans.

Our long-term liquidity needs consist primarily of funds necessary to pay for development of new properties,
redevelopment of existing properties, non-recurring capital expenditures, acquisitions of properties, and payment of
indebtedness at maturity. As of December 31, 2007, our Glendale Town Center and Shops at Eagle Creek properties were
undergoing major redevelopment activities. We anticipate our investment in the redevelopment at Glendale Town Center,
net of third party contributions, will be approximately $15 million. We anticipate our investment in the redevelopment at
Shops at Eagle Creek will be approximately $4 million. We expect to fund these investments through draws on our
unsecured facility.

As of December 31, 2007, we had nine development projects in our current development pipeline. The total
estimated cost, including our share and our joint venture partners’ share, for these projects is approximately $146 million,
of which approximately $110 million had been incurred as of December 31, 2007. Our share of the total estimated cost is
approximately $92 million, of which we have incurred approximately $72 million as of December 31, 2007. We expect to
fund these investments through a combination of new construction loans and draws on our unsecured facility.

In addition to our current development pipeline, we have a significant “visible shadow” development pipeline which
includes land parcels that are in the final stages of preparation for construction to commence. As of December 31, 2007,
this visible shadow pipeline consisted of six projects that are expected to contain approximately 3.1 million square feet at a
total estimated project cost of approximately $392 miilion, of which our share is currently expected to be approximately
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$235 million. We expect to fund these investments through a combination of new construction loans and draws on our
unsecured facility.

We are actively pursuing the acquisition and development of other properties, which will require additional capital.
We do not expect to have sufficient funds on hand to meet these long-term cash requirements. We will have to satisfy these
needs through participation in joint venture transactlons additional borrowings, sales of common or preferred shares and/or
cash generated through property dispositions. We believe we will have access to these sources of capital on favorable
terms to fund our long-term liquidity requirements, but we cannot assure this will be the case, Our ability 10 access the
capital markets will be dependent on a number of factors, including general capital market conditions.

In September 2006, the Company entered into an agreement (the “Venture”) with Prudential Real Estate Investors
(“PREI") to pursue joint venture opportuniti¢s for the development and selected acquisition of community shopping centers
in the United States. The Venture intends to develop|or acquire up to $1.25 billion of well-positioned community shopping
centers in strategic markets in the United States. Under the terms of the agreement, the Company has agreed to present to
PREI opportunities to develop or acquire community shopping centers, each with estimated project costs in excess of $50
million. The Company has the option to present to PREI additional opportunities with estimated project costs under $50
million, It is expected that equity capital contributions of up to $500 million will be made to the Venture for qualifying
projects. The Company expects contributions would be made on a project-by-project basis with PREI contributing 80%
and the Company contributing 20% of the equity required. Our first project with PREI is Parkside Town Commons, which
is currently in our visible shadow development pipeline.

In August 2005, we filed a registration statement, and subsequent prospectus supplements related thereto, with the
Securities and Exchange Commission allowing us to'offer, from time to time, common shares or preferred shares for an
aggregate initial public offering price of up to $500 mllhon In October 2005, we issued 9.4 million common shares under
this registration statement for gross offering procceds of approximately $141 million. In May 2007, we issued 30,000
common shares under this registration statement for offering proceeds, net of offering costs, of approximately $0.5 million.
We have approximately $358 million remaining under this registration statement.

See Item 7A for a discussion of the impact of ir{ﬂation on the Company.

Cuash Flows l
|
Comparison of the Year Ended December 31, 2007 to the Year Ended December 31, 2006

Cash provided by operating activities was $37.7 million for the year ended December 31, 2007, an increase of
$7.2 million from 2006. The increase resulted largely from the addition of four operating properties purchased in 2006, the
opening of several properties that were under development during 2006, and the change in tenant receivables and deferred
costs and other assets between years of $13.1 million. These increases were partially offset by a change in accounts
payable, accrued expenses, deferred revenues, and other liabilities between years of approximately $8.3 million.

t

Cash used in our investing activities totaled $96!7 million in 2007, a decrease of $123.4 million from 2006. The
decrease in cash used in investing activities was primarily a result of a decrease of $123.6 million in property acquisition
and capital expenditures in 2007 compared to 2006. In addition, during 2006, we realized net proceeds of $11.1 million
from the termination of our lease with Marsh Supermarkets at Naperville Marketplace and the related sale of this asset.

Cash provided by financing activities totaled $54.1 million during 2007, a decrease of $144.3 million from 2006.
Proceeds from loan transactions, net of loan transaction costs, decreased approximately $206.5 million between periods.
This decrease was largely due to new debt obtained durmg 2006 for the purchase of four operating properties, an outside
partners’ interest in a consolidated property, the ﬁnancmg of the acquisition of development land parcels, and the funding
of development activity, In 2007, a signiftcant pomon of proceeds from loan transactions was related to the draw of $118.1
mitlion from the new unsecured credit facility to repay the principal amount outstanding under our then-existing secured
revolving credit facility and retire the secured revolving credit facility. Loan payments also decreased $63.5 million
between years, which was primarily the result of the repayment of short-term borrowings related to the acquisition of
properties in 2006.
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Comparison of the Year Ended December 31, 2006 to the Year Ended December 31, 2005

Cash provided by operating activities was $30.4 million for the year ended December 31, 2006, an increase of
$6.9 million from 2005. The increase resulted largely from the addition of nine fuily operational or partially operational
properties and was partially offset by cash used through changes in deferred costs and other assets of $9.3 million.

Cash used in our investing activities totaled $220.1 million in 2006, an increase of $14.1 million from 2005. The
increase largely resulted from a decrease in net proceeds from the sale of operating properties of $9.7 million between
years. During 2006, we acquired three operating properties, one property under development which subsequently became
operational, the outside partner’s interest in a consolidated property, and various development land parcels and operating
capital expenditures for a total net purchase price of $229.0 million while during 2005 we acquired five properties and
various land parcels and operating capital expenditures for a total net purchase price of approximately $228.9 million.

Cash provided by financing activities totaled $198.4 million during 2006, an increase of $10.8 million from 2005.
Loan proceeds (net of transaction costs and principal payments) increased $179.8 million between years and loan payments
increased $29.5 million between years. Net loan proceeds were primarily used to finance acquisition and development
activity. In addition, during 2003, we had a follow-on offering of common shares, raising $133.2 million after offering
costs. Primarily as a result of the shares issued in connection with the follow-on offering, our distributions-to shareholders
increased $5.8 million.

Off-Balance Sheet Arrangements

We do not currently have any off-balance sheet arrangements that have, or are reasonably likely to have, a material
current or future effect on our financial condition, changes in financial condition, revenues or expenses, results of
operations, liquidity, capital expenditures or capital resources. We do, however, have certain obligations to some of our
unconsolidated joint venture arrangements, including our joint venture with Prudential Real Estate Investors with respect to
our Parkside Town Commons development. As of December 31, 2007, we owned a 40% interest in this joint venture
which, under the terms of this joint venture, will be reduced to 20% upon the commencement of construction.

As of December 31, 2007, our share of unconsolidated joint venture indebtedness was $28.1 million. Unconsolidated
joint venture debt is the liability of the joint venture and is typically secured by the assets of the joint venture. As of
December 31, 2007, the Operating Partnership had guaranteed unconsolidated joint venture debt of $19.9 million in the
event the joint venture partnership defaults under the terms of the underlying arrangement. Mortgages which are
guaranteed by the Operating Partnership are secured by the property of the joint venture and that property could be sold in
order to satisfy the outstanding obligation. See Note 6 “Investments in Unconsolidated Joint Ventures” in our Notes to
Consolidated Financial Statements, contained in this Form 10-K, for information on our unconsolidated joint ventures for
the years ended December 31, 2007, 2006 and 2005.

Contractual Obligations

The following table summarizes our contractual obligations to third parties, excluding interest. In early 2008, we
refinanced a number of our debt instruments, and those refinancings are reflected in the table below. Refer to footnotes 4
and 5 of this table for details on those refinancings.

Consolidated Pro rata Share

Construction Tenant Operating Long-term of Joint Venture  Ewmployment

Contracts Improvements Leases Debt Debt Contracts' Total’
2008 $ 125,519,791 8 2,200,122 8 918,300 $ 20,564,847° § 217,025%% 1,673,750 § 151,093,835
2009 — — 920,800 166,783,397 22,135,997 — 189,840,194
2000, e — — 920,800 2,960,204 96,813 — 3,977,817
2011 — — 920,800 179,517,2904 103,335 — 180,541,425
2012, — — 920,800 38,904,933 109,258 — 39,934,991
Thereafter.......cccovveveines — — 11,389,545 236,263,476 5431242 — 253,084,263
Unamortized Debt

Premiums ......coveeevnree. — — — 1,839,486 - — 1,839,486

Total oo, $125,519,791 8 2,200,122 8 15,991,045 $ 646,833,633 § 28,093,670 $ 1,673,750 § 820,312,011
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1 In connection with the Company’s IPC and related formation transactions, we entered into employment agreements
with seven members of senior management. Under the agreements, each person received a stipulated annual salary
through December 31, 2008. Each agreement has an automatic one-year renewal unless we or the employee elects not
to renew the agreement.

2 Table includes contracts executed as of December 31, 2007.

3 In January and February 2008, we refinanced variable rate debt at a total of six of our consolidated properties and
extended the maturity dates from 2008 to 2009. As a result, $56.7 million of these obligations previously due in 2008
are now due in 2009.

4 In February 2008, we refinanced fixed rate debt at one of our properties with variable rate debt bearing interest at
LIBOR + 1.35% and extended the maturity date to November 4, 2011, As a result, $4.0 million of obligations
previously due in 2008 are now due in 2011.

5 In January 2008, we refinanced variable rate debt at one of our unconsolidated joint venture properties and extended
the maturity date. As a result, $19.9 million of these obligations previously due in 2008 are now due in 2009.

Construction contracts in the table represent commitments related to new developments, redevelopments and third-
party construction.

In 2007, we incurred $26.0 million of interest e‘fxpense, net of amounts capitalized of $12.8 million.

[
We intend to satisfy the approximately $151.1 1'lnillion of contractual obligations that are due in 2008 (as reduced by
$80.6 million due to the variable debt refinancings) primarily with cash generated from operations, draws on our revolving
line of credit, obtaining new financing, and, where appropriate, refinancing of indebtedness coming due,

In connection with our formation at the time of our IPO, we entered into an agreement that restricts our ability, prior
to December 31, 2016, to dispose of six of our propemes in taxable transactions and limits the amount of gain we can
trigger with respect to certain other properties w1thodt incurring reimbursement obligations owed to certain limited
partners. We have agreed that if we dispose of any mterest in six specified properties in a taxable transaction before
December 31, 2016, then we will indemnify the contributors of those properties for their tax liabilities attributable to their
built-in gain that exists with respect to such propertyimterest as of the time of our IPO (and tax liabilities incurred as a

result of the reimbursement payment). |

The six properties to which our tax indemnity obligations relate represented approximately 19% of our annualized
base rent in the aggregate as of December 31, 2007. These six properties are International Speedway Square, Shops at
Eagle Creek, Whitehall Pike, Ridge Plaza Shopping Fenter, Thirty South, and Market Street Village.

Outstanding Indebtedness }

The following table presents details of outstandmg indebtedness as of December 31, 2007. In early 2008, we
refinanced a number of our debt instruments. Refer to the footnotes of this table for details on those refinancings.

T
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Balance Interest
Property Quistanding Rate Maturity
Fixed Rate Debt - “ortgage
50th & 12®. SR 4,510,894 5.67% 11/11/2014
Boulevard Cross:ng 12,109,844 5.11% 12/11/2009
Centre at Panola, Phase 1. 4,006,861 6.78% 1/1/2022
Cool Creek Commons.......o.onvvevvnvcinnns 18,000,000 5.88% 4/11/2016
Corer Shops, The ...... §,731,369 7.65% 2011
Fox Lake Crossing... 11,728,026 5.16% 712012
Geist Pavilion ... e 11,125,000 5.78% 11112017
Indian River SQUare........occeorveneiconrmsisisiias 13,300,000 5.42% 6/11/2015
Indiana State Motor Pool....... 3,978,684 5.38% 3/24/2008°
International Speedway Square........nisimnnn 19,183,198 717% 3/11/2011
Kedron VIllage ... 29,700,000 5.70% 1112017
Pine Ridge Crossing 17,500,000 6.34% 161172016
Plaza at Cedar Hill... 26,344,517 7.38% 21172012
Plaza Volente....... 28,680,000 542% 6/11/2015
Preston Commons 4,456,670 5.90% 3/11/2013
Ridge Plaza... 16,223,164 5.15% 10/11/2009
Riverchase ... 10,500,000 6.34% 10/11/2016
Sunland Towne Centre 25,000,000 6.01% 7172016
Thirty South............ 22,370,485 6.09% /1172014
Traders Point............c.. " 48,000,000 5.86% 10/11/2016
Whitehall PIKe ..o 9,096,127 6.71% 7/5/2018
337,544,839
Floating Rate Debt - Hedged:
Unencumbered Property Pool . 50,000,000 6.32% 22012011
Unencumbered Property Pool .. 25,000,000 6.17% 2/18/2011
Beacon Hill Shopping Center... 11,000,000 5.13% 3/30/2009
Estero Town Commons..... 17,700,000 5.55% 1/3/2009
Naperville Marketplace ..........coociiiimciciinins 10,000,000 6.05% 12/30/2008
Tarpon Springs Plaza.......cccorreemcrororercrenenncienenn. 20,000,000 5.55% 1/3/2009
133,700,000
Net unamortized premium on assumed debt of
acquired properties ... . 1,839,486
Total Fixed Rate [ndebtedness 473,084,325
Interest
Balance Interest Rate at
Property Qutstanding Rate Maturity 12/31/07
Yariable Rate Debt - Mortgnge:
Fishers Station .. . 4,546,291 LIBOR + 1.50% 9/1/2008 6.10%
Subtotal Mortgage Notes .............................. 4,546,291
Variable Rate Debt - Construction:
Bayport Commons.............. 18,024,852 LIBOR + 1.25% 12/27/2008% 5.85%
Beacon Hill Shoppmg Ccmer 11,074,807 LIBOR + 1.25% 3/30/2009 5.85%
Bridgewater Marketplace .. 9,297,177 LIBOR + 1.60% 6/29/2008* 6.20%
Caobblestone Plaza ........ 21,868,702 LIBOR + 1.60% 6/29/2009 6.20%
Delray Marketplace .... 9,080,033 LIBOR + 1.85% 1/3/2009 6.45%
Estero Town Center... ..o eevriciinrimeneseseeesmosans 17,736,222 LIBOR + 1.55% 1/3/2009 6.15%
Gateway Shopping Center. 15,626,188 LIBOR + 1.45% 2/13/2008° 6.10%
Naperville Marketplace . 10,397,550 LIBOR + 1.30% 12/30/2008 5.90%
Red Bank Commons. .......cocovrereeccrerencrenee 4,798,797 LIBOR + 1.15% 3/31/2008° 5.75%
South Elgin Commons.........ccovimvenveicnnns 4,425,000 LIBOR + 1.25% 6/30/2008° 5.85%
Tarpon Springs Plaza.. 20,000,000 LIBOR + 1.55% 17372009 6.15%
Traders Point [].......cooooiiiiicne 7,799,665 LIBOR + 1.15% 12/31/2008 5.75%
Subtotal Construction Notes.... 150,128,993
Line of Credit ... . 152,774,024 LIBOR +1.25% 2/20/2011 5.85%
Floating Rate Debt Hedged
Unencumbered Property Pool .. (50,000,000) LIBOR + 1.25% 21202011 5.85%
Unencumbered Property Pool ... (25,000,000) LIBOR + 1.25% 2/18/2011 5.85%
Beacen Hill Shopping Center... (11,000,000) LIBOR + 1.25% 3/30/2009 5.85%
Estero Town Commons........ (17,700,000) LIBOR + 1.55% 1/3/2009 6.15%
Naperville Marketplace . (10,000,000 LIBOR + 1.30% 12/30/2008 5.90%
Tarpon Springs Plaza........uniine (20,000,000} LIBOR + 1.55% 1/3/2009 6.15%
(133,700,000}
Total Variable Rate Indebtedness ................ 173,749,308
Total Indebtedness ............cc.cc... 646,833,633
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In January 2008, we refinanced this debt and extended the maturity date to June 6, 2009,
In February 2008, we refinanced this debt and extended the maturity date to December 27, 2009.
In February 2008, we refinanced this debt and extended the maturity date to July 29, 2009.
In February 2008, we refinanced this debt and extended the maturity date to July 29, 2009,
In February 2008, we refinanced this debt, ch:anging the rate to LIBOR + 1.30% and extending the maturity date to
March 30, 2009.
In January 2008, we refinanced this debt and extended the maturity date to May 31, 2009.
7 In February 2008, we refinanced this debt, replacing the fixed rate with a variable rate of LIBOR + 1.35% and
extended the maturity date to November 4, 2q1 1.
|

Funds From Operations i

o e R —

=2

Funds From Operations (“FFO”), is a widely ué.ed performance measure for real estate companies and is provided
here as a supplemental measure of operating performance. We calculate FFO in accordance with the best practices
described in the April 2002 National Policy Bulletin of the National Association of Real Estate Investment Trusts
(NAREIT), which we refer to as the White Paper. The White Paper defines FFO as net income (computed in accordance
with GAAP), excluding gains (or losses) from sales of depreciated property, plus depreciation and amortization, and after
adjustments for unconsolidated partnerships and joint ventures.

Given the nature of our business as a real cstaté_ owner and operator, we believe that FFO is helpful to investors as a
starting point in measuring our operational performance because it excludes various items included in net income that do
not relate to or are not indicative of our operating performance, such as gains (or losses) from sales of depreciated property
and depreciation and amortization, which can make periodic and peer analyses of operating performance more difficult.
FFO should not be considered as an alternative to netlincome (determined in accordance with GAAP) as an indicator of our
financial performance, is not an alternative to cash ﬂow from operating activities (determined in accordance with GAAP) as
a measure of our liquidity, and is not indicative of funds available to satisfy our cash needs, including our ability to make
distributions. Our computation of FFO may not be comparable to FFO reported by other REITs that do not define the term
in accordance with the current NAREIT definition or that interpret the curremt NAREIT definitions differently than we do.

Qur calculation of FFO (and reconciliation to net income) is as follows:

!t
|
|
[ Year Ended Year Ended Year Ended
I December 31, December 31, December 31,
i 2007 2006 2008
Funds From Operations: :
NEL INCOME 1eveevresee ettt bb s b et ee e ee s $ 13,522,683 $ 10,179,650  $ 13,435,840
Add loss on sate of asset, net of tax........o.ooeeiviviieiiccciecene — 458,405 —
Less gain on sale of operating property.......ccccoovveeevieenrenans (2,036,189) — (7.212,402)
Add Limited Partners’ interests in income ......o..o......l..o.ooo.... 3,853,604 2,989,366 5,329,298
Add depreciation and amortization of consolidated entmes
and discontinued operations, net of minority mterest ......... 31,475,146 29,313,102 22,124,355
Add joint venture partners’ interests in depreciation and
amortization of unconsolidated entities .................cooveee. 403,799 401,549 344,600
Funds From Operations of the Kite Portfolio’ .............. 47,219,043 43,342 072 34,021,691
Less Limited Partners’ interests in Funds From Operations.... {10,529,847) {9,838,650) {9,625,945)
Funds From Operations allocable to the Company'...... $ 36,689,196 $ 33,503,422 $ 24,391,746

1 “Funds From Operations of the Kite Portfolio” rheasures 100% of the operating performance of the Operating
Partnership’s real estate properties and construction and service subsidiaries in which the Company owns an interest.
“Funds From Operations allocable to the Company” reflects a reduction for the Limited Partners’ weighted average
diluted interest in the Operating Parinership. |
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK |

Our future income, cash flows and fair values relevant to financial instruments depend upon prevailing interest rates.
Market risk refers to the risk of loss from adverse changes in interest rates of debt instruments of similar maturities and
terms.

Market Risk Related to Fixed Rate Debt

We had approximately $646.8 million of outstanding consolidated indebtedness as of December 31, 2007 (inclusive
of net premiums on acquired debt of $1.8 million). During 2007, we participated in the following interest rate swaps:

s On February 28, 2007, a portion of the unsecured facility was hedged by an interest rate swap with a notional
amount of $25 million, a fixed interest rate of 6.17% and matures February 18, 2011;

e On August 1, 2007, two of our outstanding interest rate swaps totaling $50 million matured. These swaps were
entered into during 2005 to hedge variable cash flows associated with existing variable rate debt and had a fixed
interest rate of 5.28% and 5.55%;

s On August 1, 2007, in connection with these maturities, an additional portion of the unsecured facility was hedged
by an interest rate swap with a notional amount of $50 million, a fixed rate of 6.32% and matures February 20,
2011;

s On August 17, 2007, a portion of our variable rate construction loan at Naperville Marketplace was hedged by an
interest rate swap agreement with a notional amount of $10 million, a fixed interest rate of 6.05% and matures
December 30, 2008;

s On August 17, 2007, a portion of the Venture's variable rate construction loan at Parkside Town Commons was
hedged by an interest rate swap agreement with a notional amount of $42 million, a fixed interest rate of 5.60%
and matures March 2, 2009;

¢ On December 21, 2007, a portion of our variable rate construction loan at Beacon Hill Shopping Center was
hedged by an interest rate swap agreement with a notional amount of $11 million, a fixed interest rate of 5.13%
and matures March 30, 2009,

¢ On December 28, 2007, a portion of our variable rate construction loan at Estero Town Commons was hedged by
an interest rate swap agreement with a notional amount of $17.7 miilion, a fixed interest rate of 5.55% and matures
January 3, 2009; and

e On December 28, 2007, a portion of our variable rate construction loan at Tarpon Springs Plaza was hedged by an
interest rate swap agreement with a notional amount of $20 million, a fixed interest rate of 5.55% and matures
January 3, 2009.

In total, at December 31, 2007, we had $133.7 million of consolidated interest rate swaps outstanding. Including the
effects of these swaps, our fixed and variable rate debt would have been approximately $471.2 million (73%) and $173.7
million (27%), respectively, of our total consolidated indebtedness at December 31, 2007. Reflecting our share of
unconsolidated debt, our fixed and variable rate debt was 74% and 26%, respectively, of total consolidated and our share of
unconsolidated indebtedness at December 31, 2007.

Based on the amount of our fixed rate debt, a 100 basis point increase in market interest rates would result in a
decrease in its fair value of approximately $17.8 million. A 100 basis point decrease in market interest rates would result in
an increase in the fair value of our fixed rate debt of approximately $19.2 million. A 100 basis point increase or decrease in
interest rates on our variable rate debt as of December 31, 2007 would increase or decrease our annual cash flow by
approximately $1.7 million.

As a matter of policy, we do not utilize financial instruments for trading or speculative transactions.
Inflation

Most of our leases contain provisions designed to mitigate the adverse impact of inflation by requiring the tenant to
pay its share of operating expenses, including common area maintenance, real estate taxes and insurance. This helps reduce
our exposure to increases in costs and operating expenses resulting from inflation.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The consolidated financial statements of the Company included in this Report are listed in Part 1V, Item 15(a) of this
report. |

ITEM 9. CHANGES IN AND DlSAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

l
[
|
ITEM 9A. CONTROLS AND PROCEDURES
|

Evaluation of Disclosure Controls and Procedures

An evaluation was performed under the supervision and with the participation of the Company’s management,
including its Chief Executive Officer and Chief Financial Officer, of the effectiveness of the Company’s disclosure controls
and procedures (as defined in Rules 13a-15(e) and 15d 15(e) under the Securities and Exchange Act of 1934, as amended
(the “Exchange Act™)) as of the end of the period cqvered by this report. Based on that evaluation, the Company’s Chief
Executive Officer and Chief Financial Officer have concluded that, as of the end of such period, the Company’s disclosure
controls and procedures are effective in recording, processing, summarizing and reporting, on a timely basis, information
required to be disclosed by the Company in the repo:rts that it files or submits under the Exchange Act.

Changes in Internal Control Over Financial Repo’rting

There have been no changes in the Company’s internal control over financial reporting {as such term is defined in
Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the fourth quarter to which this report relates that have
materially affected, or are reasonably likely to mateljially affect, the Company’s internal control over financial reporting.

Management Report on Internal Control Over F, in!ancial Reporting

The Company’s management is responsible for establishing and maintaining adequate internal control over financial
reporting for the Company, as that term is defined i m Rule 13a-15(f) of the Exchange Act. Under the supervision of and
with the participation of our management, mcludmg'our Chief Executive Officer and Chief Financial Officer, the Company
conducted an evaluation of the effectiveness of the Company’s internal control over financial reporting based on the
framework in Internal Control — Integrated Framework issued by the Committee of Sponscring Organizations of the
Treadway Commission. Based on the Company’s evaluation under the framework in Internal Control — Integrated
Framework, the Company’s management has concluded that the Company’s internal control over financial reporting was
effective as of December 31, 2007.

;

The Company’s independent auditors, Ernst & 'Young LLP, an independent registered public accounting firm, have

issued a report on the Company’s internal control over financial reporting as stated in their report which is included herein.
|

The Company’s internal control system was désigned to provide reasonable assurance to the Company’s management
and Board of Trustees regarding the preparation and fair presentation of published financial statements. All internal control
systems, no matter how well designed, have inherent limitations. Therefore, even those systems determined to be effective
can provide only reasonable assurance with respect to financial statement preparation and presentation.
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Report of Independent Registered Public Accounting Firm

The Board of Trustees and Shareholders of Kite Realty Group Trust:

We have audited Kite Realty Group Trust and Subsidiaries’ internal control over financial reporting as of
December 31, 2007, based on criteria established in Internal Control—Integrated Framework issued by the Committee of
Sponsering QOrganizations of the Treadway Commission (the COSO criteria). Kite Realty Group Trust and Subsidiaries’
management is responsible for maintaining effective internal control over financial reporting, and for its assessment of the
effectiveness of internal control over financial reporting included in the accompanying Management Report on Internal
Control over Financial Reporting. Qur responsibility is to express an opinion on the Company’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for extermal purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting includes
those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection
of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial
statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures
may deteriorate.

In our opinion, Kite Realty Group Trust and Subsidiaries maintained, in all material respects, effective internal
control over financial reporting as of December 31, 2007, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets of Kite Realty Group Trust and Subsidiaries as of December 31, 2007 and
2006, and the related consolidated statements of operations, shareholders' equity, and cash flows for each of the three years
in the period ended December 31, 2007 and the related financial statement schedule as of December 31, 2007 of Kite
Realty Group Trust and Subsidiaries and our report dated March 14, 2008 expressed an unqualified opinion thereon.

Ernst & Young LLP

Indianapolis, Indiana
March 14, 2008
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ITEM 9B. OTHER INFORMATION
None. !

PART 111

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

We have adopted a code of ethics that applies to our principal executive officer and senior financial officers, which is
available on our Internet website at: www kiterealty. com. Any amendment to, or waiver from, a provision of this code of

ethics wiil be posted on our Internet website.
[

The remaining information required by this ltern is hereby incorporated by reference to the material appearing in our
2007 Annual Meeting Proxy Statement (the “Proxy Statement”), which we intend to file within 120 days after our fiscal
year-end, under the captions “Proposal 1: Election of Trustees Nominees for Election for a One-Year Term Expiring at the
2009 Annual Meeting”, “Executive Officers”, “Informatlon Regarding Governance and Board and Committee Meetings —
Committee Charters and Corporate Governance”, “[nformatlon Regarding Corporate Governance and Board and
Committee Meetings — Board Committees” and “Other Matters — Section 16(a) Beneficial Ownership Reporting
Compliance™.

ITEM 11. EXECUTIVE COMPENSATION 5

The information required by this Item is hereby incorporated by reference to the material appearing in our Proxy
Statement, under the captions “Compensation Discussion and Analysis”, “Compensation of Executive Officers and
Trustees”, “Compensation Committee Interlocks and‘ Insider Participation”, and “Compensation Committee Report”.

|
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED SHAREHOLDER MATTERS

The information required by this Item is hereby incorporated by reference to the material appearing in our Proxy
Statement, under the captions “Equity Compensation Plan Information” and *‘Principal Shareholders™.
!

iTEM 13. CERTAIN RELATIONSHIPS AND RI;ELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

The information required by this ltem is hereby; incorporated by reference to the material appearing in our Proxy
Statement, under the captions “Certain RelationshipsI and Related Transactions” and “Information Regarding Corporate
Governance and Board Committee Meetings — Independence of Trustees”.

1
|

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this Item is hereby incorporated by reference to the material appearing in our Proxy
Statement, under the caption “Proposal 2: Ratification of Appointment of Independent Registered Accounting Firm -
Relationship with Independent Registered Public Accounting Firm”.

|
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULE

(a) Documents filed as part of this report:

(1) Financial Statements:
Consolidated financial statements for the Company listed on the index immediately preceding the financial
statements at the end of this report.

(2) Financial Statement Schedule:
Financial statement schedule for the Company listed on the index immediatety preceding the financial
statemenits at the end of this report.

(3) Exhibits:
The Company files as part of this report the exhibits listed on the Exhibit Index.

(b) Exhibits:
The Company files as part of this report the exhibits listed on the Exhibit Index.

(¢) Financial Statement Schedule:
The Company files as part of this report the financial statement schedule listed on the index immediately preceding
the financial statements at the end of this report.
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' SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) c!)f the Securities Exchange Act of 1934, the Registrant has duly caused
this report to be signed on its behalf by the undersigned thereunto duly authorized.

|

I KITE REALTY GROUP TRUST

: (Registrant)

f /s/ JOHN A. KITE
' John A. Kite
March 17, 2008 Chief Executive Officer and President
(Date) (Principal Executive Officer)

/s/ DANIEL R. SINK

I

| Daniel R. Sink

! Executive Vice President and Chief
|
|
|
|

March 17, 2008
{Date)

Financial Officer
(Principal Financial and
Accounting Officer)

Pursuant to the requirements of the Securities Exchapge Act of 1934, this report has been signed below by persons on
behalf of the Registrant and in the capacities and on the dates indicated.

Signature | Title Date

'
/s ALVIN E. KITE, JR. Chairman of the Board and Trustee March 17, 2008
(Alvin E. Kite, Jr.)
/s/ JOHN A. KITE Chief Exechivc Officer, President and Trustee March 17, 2008
(John A. Kite) (Principal Executive Officer)

|
/s WILLIAM E. BINDLEY Trustee March 17, 2008
(William E. Bindley) ,
/s/ RICHARD A. COSIER Trustee | March 17, 2008
(Richard A. Cosier) :
/s/ EUGENE GOLUB Trustee March 17, 2008
(Eugene Golub) '
/sf GERALD L. MOSS Trustee : March 17, 2008
(Gerald L. Moss) :
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Report of Indepe[ndent Registered Public Accounting Firm
The Board of Trustees and Shareholders of Kite Realty Group Trust:

We have audited the accompanying consohdated balance sheets of Kite Realty Group Trust and Subsidiaries as of
December 31, 2007 and 2006, and the related consolidated statements of operations, shareholders' equity, and cash flows
for each of the three years in the period ended December 31, 2007, Our audit also included the financial statement schedule
listed in the index at item 15(a). These financial Istal:ements 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 in accordance w1th the standards of the Public Company Accounting Oversight Board
(United States). Those standards 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. An audit also includes assessing the accounting principles used and
significant estimates made by management, as Wclzll as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our oplmon

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Kite Realty Group Trust and Subsidiaries at December 31, 2007 and 2006, and the consolidated results
of their operations and their cash flows for each of the three years in the period ended December 31, 2007, in conformity
with U.S. generally accepted accounting pnnc1ples Also, in our opinion, the related financial statement schedule, when
considered in relation to the basic financial statements taken as a whole, presents fairly in all material respects the
information set forth therein. |

We also have audited, in accordance wntL the standards of the Public Company Accounting Oversight Board
{United States), Kite Realty Group Trust and Subsidiaries” internal control over financial reporting as of December 31,
2007, based on criteria established in Internal Coxlltrol-lntegrated Framework issued by the Committee of Sponsormg
Organizations of the Treadway Commission and (')ur report dated March 14, 2008, expressed an unqualified opinion
thereon.
|

ERNST & YOUNG LLP

Indianapolis, Indiana
March 14, 2008




Kite Realty Group Trust
Consolidated Balance Sheets

Assets:
Investment properties, at cost:

Land held for development .......c.coceueiereeeemesccneccmssssis s
Buildings and iMProvemMENTS ........coouiiisiinmrermressse e ssssssssassssssse s ces
Furniture, equipment and Other.........couiviiiiin s
CONSIUCTION 1N PIOZTESS -.coveeereeeeeeciaiiiisisis ittt st nt et s

Less: accumulated depreciation ...

Cash and cash eqUIVALENTS ...
Tenant receivables, including accrued straight-line rent of $6.7 million and $4.8
million, respectively, net of allowance for bad debts...........oooiinn
Other TECEIVADIES .. vvirrre oo ceceirr e e e s e st st re s nn s rn et ne e chnebbea b e b e e b n s saasseaeaneens
Investments in unconsolidated entities, at EQUILY......ccvvvvre e e
ESCIOW dEPOSIIS .vvvvvevrineeieiee et bsb s s b e e sasn s sa e s bbb 0 n
Deferred COSIS, TEL . .oivviirieiiniirrrrree st eseare et e s e ceescresisas st s s bas s sr s arbna s sb b e e nsme e s r e nsss bt
Prepaid and Other aSSELS ... e
TOLAL ASSEES .....o.oovoiiorerirsviesieresrerrerees et e e st s e ses s b e e s b b sa e s b e s bR e b p g e s R e nE e nn et
Liabilities and Shareholders’ Equity:
Mortgage and other indebtedness ...
Accounts payable and accrued expenses ..
Deferred revenue and other liabilities...
Cash distributions and losses in excess of net mvestment in unconsohdated entmes
AL BOQUILY oooeieeiitiiiitiriie s creresssias e e e e es e e et as bR
IMINOTIY IMEEEESE L.vevviereieireieereseterereeees e e e e e ee s st b et b
Total Liabilities
Commitments and contingencies
Limited Partners’ interests in Operating Partnership.........oooinniennnn
Shareholders’ Equity:
Preferred Shares, $.01 par value, 40,000,000 shares authorized, no shares issued and
OULSEATHAINE . ....e.veeecvetiiisre s cenrererseres s st e b eb ek e s a s s nE e R s e ences s
Commeon Shares, $.01 par value, 200,000,000 shares authorized, 28,981,594 shares
and 28,842 831 shares issued and outstanding at December 31, 2007 and 2006,
TESPECHIVELY 1oeeerrererteiee e reee et et s gt s bt it s
Additional paid in capital and other...
Accumulated other comprehensive (loss) INCOME eovieivieiirer e e e eeceie s
AcCUMUIALEd defICit....oiviieiiseeriecie e
Total shareholders’ eQUILY ........covruvrinrirircrr s
Total Liabilities and Shareholders’ Equity ...

The accompanying notes are an integral part of these consolidated financial statements.
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December 31,

December 31,

2007 2006
$ 210,486,125 § 190,886,884
23,622,458 21,687,309
624,500,501 582,715,399
4,571,354 5,492,726
187,006,760 155,569,117
1,050,187,198 956,351,435
(84,603,939)  (63,726,825)
965,583,259 92,624,610
19,002,268 23,952,594
17,200,458 15,215,858
7,124,485 18,247,435
1,079,937 1,174,371
14,036,877 8,604,580
20,563,664 17,532,939
3,643,696 5,808,926
$1,048,234,644 983,161,313
$ 646,833,633 566,975,980
36,173,195 33,007,119
26,127,043 30,156,299
234,618 —
4,731,211 4,295,723
714,099,700 634,435,121
74,512,093 78,812,120
289,816 288,428
293,897,673 291,159,647
(3,122,482) 297,540
(31,442,156) _ (21,831,543)
259,622,851 269,914,072

$1,048,234,644 § 983,161,313




Kite Realty Group Trust
Consolidatéd Statements of Operations

Year Ended December 31,

| 2007 2006 2005
Revenue: )
MINIEUIN TENE et 72,083,108 $ 66,713,135 § 54,551,632
Tenant reimbursements ..........cccoceens, 18,401,181 16,631,735 11,951,557
Other property related revenue....... 11,010,553 6,358,086 5,793,443
Construction and service fee revenue ... ivicccmi v 37,259,934 41,447,364 26,419,801
Total FEVERUE. ..ot et nas e eebee i 138,754,776 131,150,320 98,716,433
Expenses: I
Property Operating ....c...cccevrecrnroninaninrinesseresee e oo 15,121,325 13,580,369 12,336,537
Real estaie taxes........... ! 11,917,299 11,259,794 7,456,098
Cost of constmcnon and services,,. 32,077,014 35,901,364 21,823,278
General, administrative, and other , 6,298,901 5,322,594 5,327,735
Depreciation and amortization ........... eremeiear e 31,850,770 29,579,123 21,695,982
Total expenses . 97,265,309 95,643,244 68,639,630
Operating income .l 41,489.467 35.507.076 30,076,803
IMIETEST EXPEINISE ...ovvvvvrireessiev s rrsieresrssssssassrasa s ereresasaresans (25,965,141) (21,221,758) (17,835,845)
Loss on sale of asset .., — (764,008) —
Income tax expense of taxab!e REIT substdlary (761,628} (965,532} (1,041,463)
Other incame, net ............... PEOTOTIRE. O 778.552 344,537 215422
Minerity interest in income ofconsolldmed subsndlam:s . (587,413) (117,469) (1,267,122)
Equity in earnings of unconsolidated entities .. - 290,710 286,452 252,511
Limited Partners’ interests in the continuiag operauons of
the Operating Partnership.. {3,399,534) (2,966,730) (3,309,208)
Income from continuing operations...........ccoevveeveecnrceerisdienronns 11,845,013 10,102,568 7,091,098
Discontinued operanons |
Operating income from discontinued operations, net of
Limited Partners’ interests.. . 95,551 77,082 819,735
Gain on sale of operating propcny net of lelted Paltners'
interests.. 1,582,119 — 5,525,007
Income from duscontmued uperatmns 1,677,670 71,082 6,344,742
Net INCOME ..ot i rmarsssessrsrersnass st s srsenss 8 13,522,683 s 10,179,650 §  13,435840
Income per common share bastc
Continuing operations... $ 041 $ 0.35 $ 033
Discontinued nperations 0.06 — 0.30
E 3 0.47 3 0.35 3 0.63
Income per common share - diluted:
Continuing operations. ...........ccccooereevemeercvensmririssecdrne. $ 0.40 $ 0.35 $ 0.33
Discontined 0perations_.........cococeoereiineninmeermesceneseienens 0.06 — 0.29
; g 0.46 $ 0.35 s (.62
Weighted average Common Shares outstanding — hasic.....;......... 28,908,274 28,733,228 21,406,980
Weighted average Common Shares eutstanding — diluted .......... 29,180,987 28,903,114 21,520,061
|
Dividends declared per common Share ... 3 0.800 $ 0.765 $ 0.750

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




Kite Realty Group Trust

Consolidated Statements of Shareholders’ Equity

Accumulated
Common Shares Accumulated Other
Additional Deficit and Comprehensive Unearned
Shares Amount Paid-in Capital Dividends Income Compensation Total

Balances, December 31, 2004......... 19,148,267 § 191,483 $ 164,532,228 § (5717.772) 3§ -— 8 (806,879) 3 158,199,060
Gross proceeds from sale of

common SHAFES .....cocoveerecarnnne 9,400,000 94,000 141,000,000 — — — 141,094,000
Offering costs — — (7,855,338) — — — (7,855,338}
Stock compensation activity ... 6,920 69 106,132 — —_ (1,136) 105,065
Other comprehensive income.. — — — — 427,057 — 427,057
Distributions declared ......... — —_ —_ (17,719,845) — — (17,719,845)
NELINCOME oottt seeerietemem e -_ — — 13,435,840 —_ —_ 13,435,840
Adjustment to Limited Partners’

interests from increased

ownership in the Operating

Partnership oveomeeesirmsnnecaens — —_ (8,806,459) — — — (8.806,459)
Balances, December 31, 2005......... 28,555,187 285,552 288,976,563 {10,001,777) 427,057 (808.015) 278,879,380
Reclassify uneamned

compensation............ — — {808,015} — — 808,015 —
Stock compensation activity ... 73,595 736 1,040,450 — — — 1,041,186
Other comprehensive loss ... — — — — (129,517} —_ (129,517)
Distributions declared ............ — — — (22,009,416) — — (22,009,416}
INEL ICOMIE .ovsevrsvermvresmvns rmec scecemecas — — — 10,179,650 — — 10,179,650
Exchange of Limited Partners

interest for common stock ........ 214,049 2,140 3,130,677 — - —_ 3,132,817
Adjustment to Limited Partners’

interests from increased

ownership in the Operating

Partnership ...c.coceevvreeeermccrnnvcrnes — — (1,180,028) — — — (1,180,028)
Balances, December 31, 2006......... 28,842,831 288,428 291,159,647 (21,831,543} 297,540 - 269,914,072
Stock compensation activity ........... 47,396 474 799,564 — — — 800,038
Controlled equity offering. , net of

COSES e et cssisrssst s s s vmscanes 30,000 300 463,746 — — _ 466,046
QOther comprehensive loss... — —_ — — (3,420,022) — (3,420,022)
Distributions declared ..... — — — (23,133,296) — — (23,133,296)
Net inCome .........cocminnveens —_ — — 13,522,683 — —_ 13,522,683
Exchange of Limited Partners’

interest for common stock ........ 61,367 6l4 960,393 — — — 961,007
Adjustment to Limited Partners’

interests from increased

ownership in the Operating

Partnership .oooooeneecieicriienne — — 512,323 — — — 512,323
Halances, December 31, 2 28,981,594 § 289.816 $ 293897673 § (31,442,156} $ (3,122,482) $ -— 5 259,622,851

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



Kite Realty Group Trust
Consolidated Statements of Cash Flows

i Year Ended December 31,

2007 2006 2005
Cash flow from operating activities:
Net income.............. SO, 13,522,683 § 10,179,650 $ 13,435,840
Adjustments to reconcrle net income lo net cash provxded by operatmg
activities:
Loss on sale of asset ... —_ 764,008 —
Gain on sale of operalmg property ......................... (2,036,189) —_— (7,212,402)
Minority interest in income of consolidated subsidiaries . 587,413 117,469 1,267,122
Equity in earnings of unconsolidated entities .... (290,710) (286,452) (252,511)
Limited Partners’ interest in Operaling Partnership . 3,881,027 2,989,366 5,329,298
Straight-line rent., (1,943,137} {1,578,442) (1,672,710)
Depreciation and e.momzanon rrereneanetenns 32,886,267 31,541,571 23,648,819
Provision for credit losses, net of recoveries 319,360 344,564 i,163,204
Compensation expense for equity awards..... 569,022 549,838 281,782
Amortization of debt fair value adjustment {430,858) (430,858) (1,437,545)
Amortization of in-place lease liabilities .... (4,736,840) (4,192,550) (3,488,609)
Distributions of income from unconsolidated entities 331,732 259,406 271,647
Distributions to minority interest holders................... . . (470,473 (577,700) (1,041,367)
Changes in assets and abilities: .....covvvviviiieircrerv et esssssraranans
Tenant receivables ... (360,823) (2,679,057) (5.381,995)
Deferred costs and other assets .. (1,772,879) {12,515,990) (3,180,789)
Accounts payable, accrued expenses deferred revenue and other
liabilities .. . (2,403,868) 5,925,298 1,793,396
Net cash provided by operating actlvmes 37,651,721 30,410,121 23,523,180
Cash flow from investing activities:
Acquisitions of interests in properties and capital expendrm.res, net.. (105,417,442) (229,009,855) (228,904,2712)
Net proceeds from sale of operating property.....oiecnicviensereonns 2,609,777 11,068,559 20,785,323
Change in construction payables................ . 2,274,195 (2,278,870) 2,101,895
Cash receipts on notes receivable.. 3,739,320 —_ —
Distributions of capital from unconsolidated entitics . 106,728 156,594 44,353
Net cash nsed in investing aetivities ... e (96,687,422) {220,063,572) (205,972,701
Cash flow from financing activities:
Offering proceeds, net of ISSUANCE COSIS....vvvemrrmrireeedheieee e enreteesenas 465,746 _ 133,238,662
Loan proceeds 238,899,989 445 802,450 265,596,255
Loan transaction costs .. {1,278,917) (1,720,576) (1,275,407)
Loan payments.... (154,507.969) (218,025,537 (188,560,885)
Purchase of leued Pa.rtncrs lmerest (55,803) —_ —
Distributions paid - shareholdets..... (22,822,984) (21,739,161) (15,956,049)
Distributions paid — unitholders ... (6,635,296) (6,446,765) (6,354,828)
Contributions (including minority interest share).. — — 867,432
Proceeds from exercise of stock options............ . 20,609 526,799 —
Net cash provided by financing activities............cccooe... rerrnt ettt 54,085,375 198,397,210 187,555,180
Increase (decrease} in cash and cash equivalents...............: (4,950,326} 8,743,759 5,105,659
Cash and cash equivalents, beginning of period ... 23,952,594 15,208,835 10,103,176
Cash and cash equivalents, end of period ...................... 19,002,268 § 23,952,594 § 15,208,835

The accompanying notes are an integral part of these consolidated financial statements.
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Kite Realty Group Trust
Notes to Consolidated Financial Statements
December 31, 2007

Note 1. Organization and Basis of Presentation

Organization

Kite Realty Group Trust (the “Company” or “REIT”) was organized in Maryland on March 29, 2004 to succeed to the
development, acquisition, construction and real estate businesses of Kite Property Group (the “Predecessor”). The
Predecessor was owned by Al Kite, John Kite and Paul Kite (the “Principals”) and certain executives and other family
members and consisted of the properties, entities and interests contributed to the Company or its subsidiaries by its
founders and is the predecessor of Kite Realty Group Trust. The Company began operations on August 16, 2004 when it
completed its initial public offering (“IPO”) and concurrently consummated certain other formation transactions. The PO
consisted of the sale of 18,300,000 common shares sold to the public at $13.00 per share, resulting in net proceeds to the
Company of $215.5 million. The net proceeds of the IPO were contributed in exchange for a 69.8% controlling interest in
Kite Reaity Group, L.P., the “Operating Partnership™.

The Company, through the Operating Partnership, is engaged in the ownership, operation, management, leasing,
acquisition, expansion and development of neighborhood and community shopping centers and certain commercial real
estate properties. The Company also provides real estate facilitics management, construction, development and other
advisory services to third parties through its taxable REIT subsidiaries.

At December 31, 2007, the Company owned interests in 55 operating properties (consisting of 50 retail properties,
four commercial properties and an associated parking garage) and had 11 properties under development or redevelopment
(including the Glendale Town Center and Shops at Eagle Creek properties, both of which are undergoing a major
redevelopment — see Note 8).

Basis of Presentation

The accompanying financial statements of Kite Realty Group Trust are presented on a consolidated basis and include
all of the accounts of the Company, the Operating Partnership, the taxable REIT subsidiaries of the Operating Partnership
and any variable interest entities (“VIEs™) in which the Company is the primary beneficiary.

The Company consolidates properties that are wholly-owned and properties in which it owns less than 100% but it
controls. Control of a property is demonstrated by:

our ability to manage day-to-day operations,

our ability to refinance debt and sell the property without the consent of any other partner or owner,
the inability of any other partner or owner to replace us; and

being the primary beneficiary of a variable interest entity.

Of the 66 total properties held at December 31, 2007, the Company owned a controlling interest in all except two
operating properties and one parcel of pre-development land, the three of which are accounted for under the equity method.
As of December 31, 2007 the Company had investments in six joint ventures that are VIEs in which the Company is the
primary beneficiary. As of December 31, 2007, these VIEs had total debt of approximately $93 million which is secured by
assets of the VIEs totaling approximately $158 million. The Operating Partnership guarantees the debt of these VIEs.

The Company allocates net operating results of the Operating Partnership based on the partners’ respective weighted
average ownership interest. The Company adjusts the Limited Partners’ interests in the Operating Partnership at the end of
each period to reflect their interests in the Operating Partnership. This adjustment is reflected in the Company’s
shareholders’ equity. The Company’s and the Limited Partners’ interests in the Operating Partnership for the years ended
December 31, 2007, 2006 and 20035 were as follows:




!
|
|

Kjt%: Realty Group Trust
Notes to Coqsolidated Financial Statements

December 31, 2007

|

Note 1. Organization and Basis of Presentation (c;ontinued)

) Year Ended December 31,

| 2007 2006 2005
Company’s weighted average interest in Opefating Partnership ............. 77.7% 77.3% 71.7%
Limited Partners’ weighted average interest in Operating Partnership.... 22.3% 22.7% 28.3%

The Company’s and the Limited Partners’ mterests in the Operating Partnership at December 31, 2007 and 2006 were
as follows:

f Balance at December 31,

| 2007 2006
Company’s interest in Operating PartnFrship ............................. 77.7% 77.4%
Limited Partners’ interests in Operating Partnership.................. 223% 22.6%

l
Note 2, Summary of Significant Accounting Policies

Use of Estimates \

The accompanying financial statements have beLen prepared in accordance with accounting principles generally
accepted in the United States (“GAAP”). GAAP requ‘ires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the financial

staternents, and revenues and expenses during the reported period. Actual results could differ from these estimates.

Purchase Accounting |

t
The purchase price of properties is allocated to tanglble and identified intangible assets acquired based on their fair
values in accordance with the provisions of Statement of Financial Accounting Standards No. 141, “Business
Combinations” (“SFAS No. 141™). In making estimates of fair values for the purpose of allocating purchase price, a
number of sources are utilized. We also consider information about each property obtained as a result of its pre-acquisition

due diligence, marketing and leasing activities in estiilnating the fair value of tangible and intangible assets acquired.

A portion of the purchase price is allocated to ta:ngible and intangible assets, including:
t

|
¢ the fair value of the building on an as-i‘f-vacant basis and to land determined either by real estate tax
assessments, independent appraisals orjother relevant data.

e above-market and below-market in-place lease values for acquired properties are based on the present value
(using an interest rate which reflects the risks associated with the leases acquired) of the difference between
(i) the contractual amounts to be paid pursuant to the in-place leases and (ii) management’s estimate of fair
market lease rates for the corresponding in-place leases, measured over the remaining non-cancelable term of
the leases. The capitalized above-market and below-market lease values are amortized as a reduction of or
addition to rental income over the rema?ining non-cancelable terms of the respective leases. Should a tenant
terminate its lease, the unamortized portion of the lease intangibles would be charged or credited to income.

» the value of leases acquired. The Company utilizes independent sources for their estimates to determine the
respective in-place lease values. The Company’s estimates of value are made using methods similar to those
used by independent appraisers. Factors the Company considers in their analysis include an estimate of costs
to execute similar leases including tenaht improvements, leasing commissions and foregone costs and rent
received during the estimated lease-up beriod as if the space was vacant, The value of in-place leases is
amortized to expense over the remainin"g initial terms of the respective leases.

\
e
|
l




Kite Realty Group Trust
Notes to Consolidated Financial Statements
December 31, 2007

Note 2. Summary of Significant Accounting Policies (continued)

The Company also considers whether a portion of the purchase price should be allocated to in-place leases that have a
related customer relationship intangible value. Characteristics we consider in allocating these values include the nature and
extent of existing business relationships with the tenant, growth prospects for developing new business with the tenant, the
tenant’s credit guality and expectations of lease renewals, among other factors. To date, a tenant relationship has not been
developed that is considered to have a current intangible value.

Investment Properties

Investment properties are recorded at cost and include costs of acquisitions, development, predevelopment,
construction costs, certain allocated overhead, tenant allowances and improvements, and interest and real estate taxes
incurred during construction. Significant renovations and improvements are capitalized when they extend the useful life,
increase capacity, or improve the efficiency of the asset. If a tenant vacates a space prior to the lease expiration, any related
unamortized tenant allowances are immediately expensed. Maintenance and repairs that do not extend the useful lives of
the respective assets are reflected in property operating expense.

The Company incurs costs prior to land acquisition and for certain land held for development mmcluding acquisition
contract deposits, as well as legal, engincering and other external professional fees related to evaluating the feasibility of
developing a shopping center. These pre-development costs are included in land held for development in the accompanying
consolidated balance sheets. If the Company determines that the development of a property is no longer probable, any pre-
development costs previously incurred are immediately expensed. Once construction commences on the land, the related
capitalized costs are transferred to construction in progress.

The Company also capitalizes costs such as construction, interest, real estate taxes, salaries and related costs of
personnel directly involved with the development of our properties. As a portion of the development property becomes
operational, the Company expenses appropriate costs on a pro rata basis.

In accordance with Statement of Financial Accounting Standards No. 144, “Accounting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to be Disposed Of” (“SFAS No. 144”), investment properties and intangible assets
within the real estate operation and development segment are reviewed for impairment on a property-by-property basis at
least annually or whenever events or changes in circumstances indicate that the carrying value of investment properties may
not be recoverable. Impairment losses for investment properties are recorded when the undiscounted cash flows estimated
to be generated by the investment properties during the expected hold period are less than the carrying amounts of those
assets. Impairment losses are measured to the extent the carrying value exceeds the fair value of the asset. In connection
with the Company’s standard practice of regular evaluation of development-related assets, approximately $0.5 million, $0.1
million and $0.2 million was written off in 2007, 2006 and 2005, respectively ($0.3 million, $0.1 million and $0.1 million
after tax).

The Company’s properties generally have operations and cash flows that can be clearly distinguished from the rest of
the Company. In accordance with SFAS No. 144, the operations reported in discontinued operations include those
operating properties that were sold or considered held-for-sale and for which operations and cash flows can be clearly
distinguished. The operations from these properties are eliminated from ongoing operations and the Company will not have
a continuing involvement after disposition. Prior periods have been reclassified to reflect the operations of these properties
as discontinued operations.

Depreciation on buildings and improvements is provided utilizing the straight-line method over an estimated original
useful lives ranging from 10 to 35 years. Depreciation on tenant allowances and improvements is provided utilizing the
straight-line method over the term of the related lease. Depreciation on equipment and fixtures is provided utilizing the
straight-line method over 5 to 10 years,
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Klte Realty Group Trust
Notes to Consolldated Financial Statements
December 31, 2007

Note 2. Summary of Significant Accounting Polici[es (continued)
Escrow Deposits [

Escrow deposits consists of proceeds from the sale of the Company’s 176™ & Meridian property that were held at an
intermediaty as of December 31, 2007 in ant1c1pat10n of a future like-kind exchange under Section 1031 of the Internal
Revenue Code (see Note 9), amounts received in connection with the Company’s note with Marsh Supermarkets for the
June 2006 termination of a lease and subsequent sale'of the asset at Naperville Marketplace (see Note 10}, as well as cash
held for real estate taxes, property maintenance, insurance, and other requirements at specific properties as required by
lending institutions.

Cash and Cash Equivalents

The Company considers all highly liquid investments purchased with an original maturity of 90 days or less to be cash
and cash equivalents.

Cash paid for interest, net of capitalized mterest and cash paid for taxes for the years ended December 31, 2007, 2006
and 2005 was as follows: ‘

|

\ For the year ended December 31,

\ 2007 2006 1005
Cash Paid for Interest, net.... $ 25,870,012 § 30,705,377 $ 20,656,637
Capitalized Interest............... 12,824,398 10,680,000 3,507,372
Cash Paid for Taxes.............. 974,459 1,122,412 454,966

Accrued but unpaid distributions were $7.6 milltion and $7.3 million as of December 31, 2007 and 2006, respectively,
and are included in accounts payable and accrued expenses in the accompanying consolidated balance sheets.

Fair Value of Financial Instruments

The carrying amounts of cash and cash equivalents, accounts receivable, escrows and deposits, and accounts payable
and accrued expenses approximate fair value because of the relatively short maturity of these instruments.

Revenue Recognition [

As lessor, the Company retains substantially all of the risks and benefits of ownership of the investment properties and
accounts for its leases as operating leases. |

Base minimum rents are recognized on a straight-line basis over the terms of the respective leases. Certain lease
agrecements contain provisions that grant additional re;nts based on tenants’ sales volume (contingent percentage rent).
Percentage rents are recognized when tenants achieve the specified targets as defined in their lease agreements, Percentage
rents are included in other property related revenue in the accompanying statements of operations.

Reimbursements from tenants for real estate taxes and other recoverable operating expenses are recognized as
revenues in the period the applicable expense is incurred.

Gains on sales of real estate are recognized in accordance with Statement of Financial Standards (“SFAS”} No. 66,
“Accounting for Sales of Real Estate”. In summary, g'ains from sales are not recognized uniess a sale has been
consummated, the buyer’s initial and continuing inves'tmem is adequate to demonstrate a commitment to pay for the
property, the Company has transferred to the buyer the usual risks and rewards of ownership, and the Company does not
have a substantial continuing financial involvement i m the property. As part of the Company’s ongoing business strategy, it

will, from time to time, sell land parcels and outlots, ste of which are ground leased to tenants. Gains realized on such
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Note 2. Summary of Significant Accounting Policies (continued)

sales were $7.2 million, $3.2 million, and $4.0 million for the years ended December 31, 2007, 2006 and 2005,
respectively, and are classified as other property related revenue in the accompanying consolidated financial statements.

Revenues from construction contracts are recognized on the percentage-of-completion method, measured by the
percentage of cost incurred to date to the estimated total cost for each contract. Project costs include all direct labor,
subcontract, and material costs and those indirect costs related to contract performance costs incurted to date. Project costs
do not include uninstalled materials. Provisions for estimated losses on uncompleted contracts are made in the period in
which such losses are determined. Changes in job performance, job conditions, and estimated profitability may result in
revisions to costs and income, which are recognized in the period in which the revisions are determined.

From time to time, the Company will construct and sell build-to-suit merchant assets to third parties. Proceeds from
the sale of build-to-suit merchant assets are included in construction and service fee revenue and the related costs of the sale
of these assets are included in cost of construction and services in the accompanying consolidated financial statements.
Proceeds from such sales were $6.1 million, $5.3 million and $5.7 million for the years ended December 31, 2007, 2006
and 2005, respectively, and the associated construction costs were $4.1 million, $3.5 million, and $4.1 million, respectively.

Development and other advisory services fees are recognized as revenues in the period in which the services are
rendered. Performance-based incentive fees are recorded when the fees are earned.

Accounting for Investments in Joint Ventures

In December 2003, the Financial Accounting Standards Board issued FASB Interpretation No. 46 (Revised December
2003), “Consolidation of Variable Interest Entities” (“FIN 46R™). FIN 46R replaces FASB Interpretation No. 46 which was
issued in January 2003. FIN 46R explains how to identify variable interest entities and how to assess whether to consolidate
such entities. In general, a variable interest entity (“VIE”) is a corporation, partnership, trust or any other legal structure
used for business purposes that either (a) does not have equity investors with voting rights or (b) has equity investors that
do not provide sufficient financial resources for the entity to support its activities. In addition, in June 20035, the FASB
issued EITF 04-05, "Determining Whether a General Partner, or the General Partners as a Group, Controls a Limited
Partnership or Similar Entity When the Limited Partners Have Certain Rights". EITF 04-05 requires the Company to
consolidate certain entities in which it owns less than 100% of the equity interest if it is the general partner and the limited
partners do not have substantive rights. The adoption of EITF 04-05 did not have a material impact on the Company’s
financial position or results of operations. Prior to the issuance of FIN 46R and EITF 04-05, a company generally included
another entity in its consolidated financial statements only if it controlled the entity through voting interests. FIN 46R and
EITF 04-05 change that by requiring a VIE to be consolidated by a company if that company is subject to a majority of the
risk of loss from the VIE’s activities or entitled to receive a majority of the entity’s residual returns or both or if the
company is the general partner in the agreement.

The Company accounts for its investments in unconsolidated joint ventures under the equity method of accounting as
they exercise significant influence over, but do not control, operating and financial policies. These investments are recorded
initially at cost and subsequently adjusted for equity in earnings and cash contributions and distributions.

The Company guarantees approximately $110.1 million of joint venture indebtedness, including both consolidated and
unconsolidated joint ventures.

Tenant Receivables and Allowance for Doubtful Accounts

Tenant receivables consist primarily of billed minimum rent, accrued and billed tenant reimbursements and accrued
straight-line rent. The Company generally does not require specific collateral other than corporate or personal guarantees
from its tenants,
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Note 2. Summary of Significant Accounting Policies (continued)

\
An allowance for doubtful accounts is mamtamed for estimated losses resulting from the inability of certain tenants or
others to meet contractual obligations under their lea}se ot other agreements. Accounts are written off when, in the opinion
of management, the balance is uncollectible. |

2007 2006 2005
Balance, beginning of year..................... 1 ................. $ 561,282 § 1,030,020 § 511,974
Provision for credit losses, net of recovertes.............. 319,360 344 564 1,163,204
Accounts written off............cococociiinnn.. eeeresresranns (135,163) (813,302) (645,158)
Balance, end 0f Year. ......ccvvvnvvinininincrie e vererenans $ 745479 § 561282 § 1,030,020

Other Receivables ;

Other receivables consist primarily of recewables due in the ordinary course of the Company’s construction and
advisory services business.

|
L]
Concentration of Credit Risk |
|
!

The Company’s accounts receivable from tenants potentially subjects it to a concentration of credit risk related to its
accounts receivable. At December 31, 2007, approximately 34%, 23%, and 21% of property accounts receivable were due
from tenants leasmg space in the states of Indiana, Texas, and Florida, respectively. As of December 31, 2007, the five
largest tenants in the Company’s operating portfolio, in terms of annualized base rent, were Lowe’s Home Improvcment
Circuit City, Publix, the State of Indiana, and Marsh ISupermarkets with annualized base rents for each representing 3.5%,
2.6%, 2.5%, 2.3%, and 2.2%, respectively, of the Company’s total annualized base rent.

Earnings Per Share
|
Basic eamnings per share is calculated based oni1 the weighted average number of shares outstanding during the period.
Diluted earnings per share is determined based on the weighted average number of shares outstanding combined with the
incremental average shares that would have been outstanding assuming all potentially dilutive shares were converted into

common shares as of the earliest date possible.
1

Potential dilutive securities include outstanding share options and units of the Operating Partnership, which may be
exchanged for cash or shares under certain c1rcumstances The only securities that had a potentially dilutive effect for the
periods ended December 31, 2007, 2006, and 2005 Were outstanding share options and deferred share units, the dilutive
effect of which was 272,713, 169,886, and 113,081 f?r the years ended December 31, 2007, 2006, and 2005, respectively.

)

The effect of conversion of units of the Operating Partnership is not reflected in diluted common shares, as they are
exchangeable for common shares on a one-for-one basis. The income allocable to such units is allocated on the same basis
and reflected as Limited Partners’ interests in the Opeérating Partnership in the accompanying consolidated statements of
operations. Therefore, the assumed conversion of thesc units would have no effect an the determination of income per
common share.

Derivative Financial Instruments |
| . , .

The Company applies SFAS No. 133 “Accounti‘ng for Derivative Instruments and Hedging Activities” which requires
that all derivative instruments be recorded on the balance sheet at their fair value. Gains or losses resulting from changes in
the values of those derivatives are accounted for depending on the use of the derivative and whether it qualifies for hedge
accounting. The Company uses derivative financial instruments to mitigate its interest rate risk on a related financial

instrument through the use of interest rate swaps or rate locks.
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Note 2. Summary of Significant Accounting Policies (continued)

Statement No. 133 requires that changes in fair value of derivatives that qualify as cash flow hedges be recognized in
other comprehensive income (“OCI”) while any ineffective portion of the derivative’s change in fair value be recognized
immediately in earnings. Upon settlement of the hedge, gains and losses associated with the transaction are recorded in OCI
and amortized over the underlying term of the hedge transaction. All of the Company’s derivative instruments qualify for
hedge accounting.

Income Taxes

The Company, which is considered a corporation for federal income tax purposes, qualifies as a REIT and generally
will not be subject to federal income tax to the extent it distributes its REIT taxable income to its shareholders. REITs are
subject to a number of organizational and operational requirements. If the Company fails to qualify as a REIT in any
taxable year, the Company will be subject to federal income tax on its taxable income at regular corporate rates. The
Company may also be subject to certain federal, state and local taxes on its income and property and to federal income and
excise taxes on its undistributed income even if it does qualify as 2 REIT. For examptle, the Company will be subject to
income tax to the extent it distributes less than 90% of its REIT taxable income (including capital gains).

Priot to the IPO, Kite Development Corporation, Kite Construction, Inc. and all of the propertics were held by entities
where the owners were required to include their respective share of profits or losses generated by these entities in their
individual tax returns. Accordingly, no federal income tax provision has been reflected for periods prior to the 1IPO.

The Company has clected taxable REIT subsidiary (“TRS”) status for some of its subsidiaries under Section 856(1) of
the Code. This enables the Company to receive income and provide services that would otherwise be impermissible for
REITs. In accordance with Statement of Financial Accounting Standards No. 109, “Accounting for Income Taxes” (“SFAS
No. 109”), deferred tax assets and liabilities are established for temporary differences between the financial reporting bases
and the tax bases of assets and Habilities at the enacted rates expected to be in effect when the temporary differences
reverse. SFAS No. 109 also requires that deferred tax assets be reduced by a valuation allowance if it is more likely than
not that some portion or all of the deferred tax asset will not be realized. Income tax provisions for the years ended
December 31, 2007, 2006, and 2005 were approximately $0.8 million, $1.0 million, $1.0 million, respectively.

State income, franchise and other taxes were not significant in any of the periods presented.
Reclassifications

Certain prior year amounts have been reclassified to conform to the current year presentation. Such reclassifications
had no effect on net income previously reported.

Note 3. Share-Based Compensation
Overview

The Company's 2004 Equity Incentive Plan (the "Plan”) authorizes options and other share-based compensation
awards to be granted to employees and trustees for up to 2,000,000 common shares of the Company.

Prior to January 1, 2006, the Company accounted for its share-based compensation using the fair value based method
of accounting provided under Financial Accounting Standards Board ("FASB") SFAS No. 123, “Accounting for Share-
Based Compensation” ("SFAS No. 123"). In applying the fair value based method, the Company recorded compensation
cost at the grant date based on the value of the award and amortized it against income over the vesting period.
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Note 3. Share-Based Compensation (continued)

Effective January 1, 2006, the Company adopted the fair value recognition provisions of SFAS No. 123(R), “Share-
Based Payment”, ("SFAS No. 123R"), using the modified-prospective transition method. Under this transition method,
compensation cost recognized in fiscal year 2006 includes: (a) compensation cost for all share-based payments granted
through January 1, 2006, but for which the requisite service period had not been completed as of January 1, 2006, based on
the grant date fair value as previously estimated in aéeordance with the provisions of SFAS No. 123, and (b) compensation
cost for all share-based payments granted subsequent to January 1, 2006, based on the grant date fair value estimated in
accordance with the provisions of SFAS No. 123R, As a result of the adoption of SFAS No. 123R, the Company
reclassified the unearned compensation balance related to share options, restricted shares and deferred share units to
additional paid-in capital in the accompanying Decerhber 3 1, 2006 balance sheet and statement of shareholders’ equity. The
adoption of SFAS No. 123R did not have a significant impact on the Company’s accounting for share options.

The total share-based compensation expense, net of amounts capitalized, included in general and administrative
expenses for the years ended December 31, 2007, 2096, and 2005 was $0.5 million, $0.3 million, and $0.1 million,
respectively. Total share-based compensation cost capitalized for the years ended December 31, 2007, 2006, and 2005 was

$0.3 million, $0.2 mitlion, and $0.1 million, respecti\{rely, related to development and leasing personnel.

I
As of December 31, 2007, there were 886,813 shares available for grant under the 2004 Equity Incentive Plan.
|

Share Options ’

Pursuant to the Plan, the Company periodically ‘grants options to purchase common shares at an exercise price equal to
the grant date per-share fair value of the Company's common shares. Granted options typically vest over a five year period
and expire ten years from the grant date. The Company issues new common shares upon the exercise of options.

For the Company's share option plan, the grant date fair value of each grant was estimated using the Black-Scholes
option pricing model. The Black-Scholes model utlhzes assumptions related to the dividend yield, expected life and
volatility of the Company’s commeon shares and the 1 isk-free interest rate. The dividend yield is based on the Company's
historical dividend rate. The expected life of the grants is derived from expected employee duration, which is based on
Company history, industry information and other factors. The risk-free interest rate is derived from the U.S. Treasury yield
curve in effect at the time of grant. Expected volatilities utilized in the model are based on the historical volatility of the
Company's share price and other factors,

The following summarizes the weighted average assumptions used for grants in fiscal periods 2007, 2006, and 2005:

2007 2006 2005
Expected Dividend Yield........... 4.00% 4.78% 5.77%
Expected term of option.............[. 8 years 8 years 5 years
Risk-free interest rate................. . 5.08% 4.55% 3.00%
Expected share price volatility " 15.56% 18.45% 15.00%
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Note 3. Share-Based Compensation (continued)

A summary of option activity under the Plan as of December 31, 2007, and changes during the year then ended, is
presented below:

Weighted-Average

Options Exercise Price
Outstanding at Jamuary 1, 2007............... 946,801 3 13.32
Granted ..o e 43,750 19.60
Exercised ..., (4,958) 13.90
Forfeited ...ooovvereenercereeres s (23,600} 18.40
Outstanding at December 31, 2007......... 961,993 § 13.48
Exercisable at December 31, 2007 ......... 586,059 § 13.23

The fair value on the respective grant dates of the 43,750, 37,000, and 105,000 options granted during the periods
ended December 31, 2007, 2006, and 2005 was $2.74, $2.19, and $1.00 per option, respectively.

The aggregate intrinsic value of the 4,958 and 40,199 options exercised during the years ended December 31, 2007
and 2006 was $17,460 and $97,800, respectively. No options were exercised during the year ended December 31, 2005.

The aggregate intrinsic value and weighted average remaining contractual term of the outstanding and exercisable
options at December 31, 2007 were as follows:

Weighted-Average

Aggregate Remaining Contractual

Options Intrinsic Value Term (in years)
Quistanding at December 31, 2007 ......... 961,993 $1,851,291 6.72
Exercisable at December 31, 2007 .......... 586,059 $1,204,847 6.63

As of December 31, 2007, there was $0.4 million of total unrecognized compensation cost related to outstanding
unvested share option awards. This cost is expected to be recognized over a weighted-average period of 1.2 years.

Restricted Shares

In addition to share option grants, the Plan also authorizes the grant of share-based compensation awards in the form
of restricted common shares. Under the terms of the Plan, these restricted shares, which are considered to be outstanding
shares from the date of grant, typically vest over a period ranging from one to five years. In addition, the Company pays
dividends on restricted shares that are charged directly to shareholders’ equity.

The following table summarizes all restricted share activity to employees and non-employee members of the Board of
Trustees as of December 31, 2007 and changes during the year then ended:

Weighted Average
Restricted Grant Date Fair

Shares Value per share
Restricted shares outstanding at January 1, 2007............. 37,393 % 15.31
Shares granted ...........ooeecvr i 41,618 20.21
Shares forfeited ..........ocoevriviereeerveee e (958) 18.43
Shares vested. . ..o ierienn e e (15,709) 15.09
Restricted shares outstanding at December 31, 2007........... 62,344 §$ 18.59

During the years ended December 31, 2006 and 2005, the Company granted 30,206 and 4,820 restricted shares to
employees and non-employee members of the Board of Trustees with weighted average grant date fair values of $15.89 and
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Note 3. Share-Based Compensation (continued) .
|

$15.55, respectively. The total fair value of shares vested during the years ended December 31, 2007, 2006 and 2005 was
$0.3 million, $0.1 million, and $0.1 million.

As of December 31, 2007, there was $0.8 milliqn of total unrecognized compensation cost related to restricted shares
granted under the Plan, which is expected to be recognized over a weighted-average period of 1.0 years. We expect to incur
approximately $0.5 million of this expense in fiscal year 2008 and approximately $0.3 million of this expense in fiscal year

2009.

\
Deferred Share Units }

In addition, the Plan allows for the deferral of certam equity grants into the Trustee Deferred Compensation Plan. The
Trustee Deferred Compensation Plan authorizes the i 1ssuance of “deferred share units™ to the Company’s non-employee
trustees. Each deferred share unit is equivalent to one common share of the Company. Non-employee trustees receive an
annual retainer, fees for Board meetings attended, Board commtittee chair retainers and fees for Board committee meetings
attended. Except as described below, these fees are typlcally paid in cash or common shares of the Company.

Under the Plan, deferred share units may be credlted to non-employee trustees in lieu of the payment of cash
compensation or the issuance of common shares. In addltlon beginning on the date on which deferred share units are
credited to a non-employee trustee, the number of deferred share units credited is increased by additional deferred share
units in an amount equal to the relationship of dw:deﬁds declared to the value of the Company’s common shares. The
deferred share units credited to a non-employee trustée are not settled until he or she ceases to be 2 member of the Board of
Trustees, at which time an equivalent number of com'r‘non shares will be issued.

\

During the years ended December 31, 2007 and [2006, two trustees elected to receive a portion of their compensation
in deferred share units and an aggregate of 4,611 and 3,610 deferred share units, respectively, including dividends that were
reinvested for additional share units, were credited to those non- employee trustees based on a weighted-average grant date
fair value of $17.21 and $15.76, respectively. Durmg each of the years ended December 31, 2007 and 2006, the Company

incurred $0.1 million of compensation expense related to deferred share units credited to non-employee trustees.
Other Equity Grants l

During the years ended 2007, 2006 and 2005, the Company issued 2,091, 3,190 and 2,100 unrestricted common
shares, respectively, with weighted average grant date fair values of $17.91, $15.76, and $14 86 per share, respectively, to
members of our Board of Trustees in lieu of 50% of their annual retainer compensation.

Note 4, Deferred Costs ‘

Deferred costs consist primarily of financing fee:s incurred to obtain long-term financing and broker fees and
capitalized salaries and related benefits incurred in connectlon with lease originations. Deferred financing costs are
amortized on a straight-line basis over the terms of the respective loan agreements. Deferred leasing costs include lease
intangibles and other and are amortized on a stralght-lme basis over the terms of the related leases. At December 31, 2007
and 2006, deferred costs consisted of the following;

|
’ 2007 2006

Deferred financing costS ..o cceeie $ 8257925 % 1,259,796
Acquired lease intangibles IR I 7,847,180 7,847,180
Deferred leasing costs and other SN 16,220,079 11,341,696
I 32,325,184 26,448,672

Less—accumulated amortization ...........ic...oeeeee, (11,761,520) (8,915,733)
TOMA ..o eeeeeveereeeeenereessses s s esesebeeseeeeeen $ 20,563,664 $ 17,532,939
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Note 4. Deferred Costs (continued)

The estimated aggregate amortization amounts from net unamortized acquired lease intangibles for each of the next
five years and thercafter are as follows:

001 TR ST O VUV OP R OOPRROPPIPPO $ 808,038
1001 TSy PO OU PSR POYTOPPP PP 714,230
10N L OO U T T TR U T TU OSSO O PO USRSV PUP IO PR 610,509
0L L oot e er e eee e e e aetaeeteabe atanneeanesnnerabeteerer e e it eeaeeenesaRtar b s ne e Rt et e 494,187
L0 ) [ USRI PFT RSP 414,346
T TR .. oot eivveeesessssreeeeeeemesetasasssssasearanteaaseaaseeasasesesmensrs e g mamseasmaabs s e aarnennn s e sasssrne s 1,557.470

TOAL oot eeeeeeteesessaaaeee et sassesseonsesnnemse reneebb e bRRerar s e e e s s e e sn et e e s e aRe vy $ 4,598,780

The accompanying consolidated statements of operations include amortization expense as follows:

For the vear ended December 31,

2007 2006 2005
Amortization of deferred financing costs........ § 1,035,497 $1,875,193 $ 1,340,259
Amortization of deferred leasing costs,

leasing intangibles and other........ccocoinee 3,044,341 2,495,041 1,989,378

Amortization of deferred leasing costs, leasing intangibles and other is included in depreciation and amortization
expense, while the amortization of deferred financing costs is included in interest expense.

Note 5. Deferred Revenue and Other Liabilities

Deferred revenue and other liabilities consist of the unamortized in-place lease liabilities, construction billings in
excess of costs, construction retainages payable, tenant rents received in advance and deferred income taxes. The
amortization of in-place lease liabilities is recognized as revenue over the remaining life of the leases through 2027.
Construction contracts are recognized as revenue using the percentage of completion method. Tenant rents received in
advance are recognized as revenue in the period to which they apply, usually the month following their receipt.

At December 31, 2007 and 2006, deferred revenue and other liabilities consisted of the following:

2007 2006
Unamortized in-place lease liabilities ....ooovriviciiiiiiinnns $ 18,181,597 § 22,918,437
Construction billings in excess of Cost. ..o 254,959 1,072,666
Construction retainages payable ... 4,449.289 4,434,173
Tenant rents received 1N 2dVANCE .....oocvvvrivevraeireercervsrsrresree e ersias 3,156,364 1,590,348
Deferted INCOME LAXES o.vvviieivieirrreeeeeeenrresseessensimrnenstessasssannesssrases 84,834 140,675
TOMAY 1ottt ertrerreer vt e e e e bassse s s s e e et e e basaraeas £ 26,127043 % 30,156,299

The estimated aggregate amortization of acquired lease intangibles (unamortized in-place lease liabilities) for each of
the next five years and thereafter is as follows:

1 111 TR UU OO OO ITRTTORt $ 3,207,097
L0} L0 T U eSO OO URUU RO PPPRPPR: 2,622,601
] 1) 1 OO OO PSPPSR TP STV 2,197,094
0 ) 12T RO OO OUOOE USROS VO PPUPYPPRPTO 1,705,441
T HETCATIET - ovvvisvvsieesssesessseesameeesesaaassses smrssrba e aseemsntesbaabE e s srr s s aeen e mersnaes b e sareenntes 5,500,048

TOAL oo eseeeeeeeeee e etsaeseeeseeareassesseaneesmeesaseaneenearnesasessn e e e bbb aR b e R e r v n e e e $18,181,597
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Note 6. Investments in Unconsolidated Joint Vent@lres

In September 2006, the Company entered into an agreement (the “Venture™) with Prudential Real Estate Investors
(“PREI") to pursue joint venture opportunities for the:: development and selected acquisition of community shopping centers
in the United States. The Venture intends to develop or acquire up to $1.25 billion of well-positioned community shopping
centers in strategic markets in the United States. Under the terms of the agreement, the Company has agreed to present to
PRE] opportunities to develop or acquire community shopping centers, each with estimated project costs in excess of $50
million. The Company has the option to present to PREI additional opportunities with estimated project costs under $50
million. Jt is expected that equity capital contributions of up to $500 million will be made to the Venture for qualifying
projects. The Company expects contributions would be made on a project-by-project basis with PREI contributing 80%

and the Company contributing 20% of the equity required.
1

In December 2006, the Company contributed 100 acres of development land located in Cary, North Carolina, to the
Venture at its cost of §38.5 million. The contribution included the Venture’s assumption of $35.6 million of variable rate
debt. In connection with the contribution, the Compatny was due approximately $2.6 million from the Venture at December
31, 2006, which is classified as other receivables in the accompanying consolidated financial statements. This receivable
was collected in full in March 2007, |

In August 2007, the Venture purchased approxifmately 17 acres of additionai land in Cary, Nerth Carolina for a
purchase price of approximately $3.4 million, including assignment costs, which was funded through draws from the
Venture's variable rate construction loan. This land i adjacent to land previously purchased by the Company in 2006. The
Venture is in the process of developing this land, along with the 100 acres purchased in 2006, into an approximately 1.5
million total square foot mixed used shopping center. As of December 31, 2007, the Company owned a 40% interest in the
Venture which, under the terms of the Venture, will be reduced to 20% upon the commencement of construction.

In addition to the Venture, as of December 31, 2007, the Company had two equity interests in unconsolidated entities
that own and operate rental properties. The Company owned a 60% interest in The Centre and a 50% interest in Spring Mill
Medical, each representing a sufficient interest in the respective entity in order to exercise significant influence, but not
control, over operating and financial policies. Accordingly, these investments are accounted for using the equity method.

Combined summary financial information of entities accounted for using the equity method of accounting and a
summary of the Company’s investment in and share 6f income from these entities follows:
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Note 6. Investments in Unconsolidated Joint Ventures (continued)

2007 2006
Assets:
Investment properties at cost:
LAD. e oottt v ste st s s see e esb i $ 2,552,075 % 2,404,211
Building and improvements ........oouceveivniesesesnnneens 14,613,333 14,761,198
Furniture and equipment .............ccvvminnnisirecen 10,581 10,581
Construction in PrOGIeSS... .. cccreereetsrisinsssissiresnsnnies 50,329,585 38,903,133
67,505,574 56,079,123
Less: Accumulated depreciation............coovvniienirenns (3,719,540) (3,254,677)
Investment properties, at cost, NEL.......ocovciinnninnnnens 63,786,034 52,824,446
Cash and cash equivalents.......covvnniniienssneen 817,417 804,391
Tenant receivables, NEL....cvicirreirrcerrrernrsmemeeeeerrsssraraeas 260,242 113,209
EScrow deposits.......cccooriiiiiinns s 324,542 244241
Deferred costs and other assets.........ccocvvevvvnicicicineneens 614,209 623,378
TOAl ASSEIS +vvvvverriererrerrereenirrerisrense e e crrerensssrsrnessensenas $ 65,802,444 $§ 54,609,665
Liabilities and Owners’ Equity:
Mortgage and other indebtedness..............covnininnnn, $ 65,388,351 $ 51,895,229
Accounts payable and accrued expenses....................... 1,744,214 3,519,041
Total HADIILIES. .....coeeererirreneirerrineereereeeemrmremeesnsisessaens 67,132,565 55,414,270
OWnNErs’ defiCil.......c.ocoooiveieicnerrrrnevrresc e {(1,330,124) (804,605)
Total liabilities and Owners’ deficit........ooinninnnnnn, $ 65,802,444 § 54,609,665
Company share of total assets ..., $ 28,182,617 $§ 23,738,849
Company share of Owners’ deficit. ..o $ (869493) % (668,503)
Add: EXcess IVESHNENT ....covvvrriirereeeeeeeeeoeee e eessanasssaeas 1,714,812 1,842,874
Company investment in joint ventures............coevererenn $ B45319 § 1,174,371

Company share of mortgage and other indebtedness .... $ 28,003,670 § 22,753,733

Year ended December 31,

2007 2006 2005

Revenue:

MIDIINUI B0 1 cviinerrerrnereeeseeseeeece e seercesasaesansns $ 2442213 § 2,366,117 $ 2,417,126

Tenant reimbUrSEMENtS ...ccvvvvevrevercreeseesrerensaniens 1,127,532 968,122 880,342

Other property related revenue..........ccooeeecieennn 20,359 45,696 53,262
TOta] TEVENUE ......ooeecrrneieirti vt et s 3,590,104 3,379,935 3,350,730
Expenses:

Property Operating ...........ccocuueeremiiiiminenissiaenes 891,743 813,980 899,629

Real €State tAXES ovoeeeeeeeeeevisvirareresrrmeeeessreeeeeons 352,820 211,086 253,411

Depreciation and amortization ..........ccocoonvinnenns 540,610 522,218 510,127
Total EXPEIISES..ceecireerirceerreiieiriec st st 1,785,173 1,547,284 1,663,167
Operating INCOME......c.c.civeeemeicieicienencsi st 1,804,931 1,832,651 1,687,563

INLEESt EXPENSE ..ovvnvererrerrrmrerermrrercrmraerstisssrereinsanes (1,063,090}  (1,092,366) (1,116,199)
NET IICOIMIE ....vevvivreresiesiesemeeeeeseeseraseresrenesreseenesrrrasnserssneas 741,841 740,285 571,364
Third-party investors’ share of net income ........ooeveeeee. (323,069) (325,771) (240,794)
Company share of net income............ooviiinininiens 418,772 414,514 330,570
Amortization of excess INVESIMENL ............cooviieiiiienaenns (128,062) (128,062} (78,059)
Equity in earnings of unconsolidated joint ventures...... $ 200,710 § 286452 § 252,511

“Excess investment” represents the unamortized difference of the Company’s investment over its share of the equity
in the underlying net assets of the joint ventures acquired. The Company amortizes excess investment over the life of the
related property of no more than 35 years and the amortization is included in equity in earnings from unconsolidated
entities. The Company periodically reviews its ability to recover the carrying values of its investments in joint venture
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Note 6. Investments in Unconsolidated Joint Ventures (continued)

properties. if the Company were to determine that any portion of its investment, including excess investment, is not
recoverable, the Company would record an adjustment to write off the unrecoverable amounts.

As of December 31, 2007, the Company’s share of unconsolidated joint venture indebtedness was $28.1 million.
Unconsolidated joint venture debt is the liability of the Jjoint venture and is typically secured by the assets of the joint
venture. As of December 31, 2007, the Operating Partnershlp had guaranteed unconsolidated joint venture debt of $19.9
million in the event the joint venture partnership defa‘ults under the terms of the underlying arrangement, Mortgages which
are guaranteed by the Operating Partnership are secured by the property of the joint venture and that property could be sold

in order to satisfy the outstanding obligation.

The following table presents scheduled principal repayments on unconsolidated joint venture indebtedness. In early
2008, the Venture refinanced its variable rate debt instrument, and that refinancing is reflected in the table below. Refer to
the footnote of this table for details on the refinancing.

| Company
Total Share
2008" <o e, 3 389,687 S 217.025
2009% - e e 53,517,368 22,135,997
g2 11 OO e 193,626 96,313
1] 1 DO e, 206,670 103,335
p11) b 3 e eeeeeeeeaeeeessere 218,515 109,258
THETEATET ...vvvovee oo eeeseeeeeeeeess e oo 10,862,485 5,431,242
o s A $ 65388351 $ 28,093,670

1 In January 2008, the Venture's variable rate construction loan at Parkside Town Commons was
refinanced and the maturity date was extended As a result, $49.8 million ($19.9 million is Company’s
share) of obligations previously due in 2008 are now due in 2009,

Note 7. Significant Acquisition Activity |
|
2007 Acquisitions |
&

The Company made the following significant lan;d acquisitions in 2007:

|
¢ InJanuary 2007, the Company purchased approximately 10 acres of land in Naples, Florida for approximately
$6.3 miltion with borrowings from its then-existing secured revolving credit facility. This land is adjacent to 15.4
acres previously purchased by the Company‘in 2005;

* In March 2007, the Company purchased approximately 105 acres of land in Apex, North Carolina for
approximately $14.5 million with bo:rowings from the unsecured revolving credit facility. The Company is in the
process of developing this land into an approxlmately 345,000 total square foot shopping center. Some portions of
land at this property may be sold to third pames in the future and

o In August 2007, the Company purchased appr0x1mately 14 acres of land in South Elgin, [llinois for approximately
$5.9 miltion with borrowings from its unsecured revolving credit facility. The Company is in the process of
developing this land into an approximately 308 000 total square foot shopping center.

2006 Acquisitions

The Company acquired and placed into servicelthe following retail operating properties in 2006:
l
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Note 7. Significant Acquisition Activity (continued)

Acquisition Cost Financing
Property Name Location Acquisition Date (Millions) Method
Kedron VIllage ...........ovverereererivecseneennn: Peachtree, Georgia April 3,2006'  § 349°¢
Courthouse Shadows........ccccooeieiiiiiiinn Napiles, Florida July 6, 2006 19.8°
Pine Ridge Crossing.........covvvreeeveeiecnne. Naples, Florida July 6, 2006 226°
RiVETChASE ... vveveeerereerereversresseennsnennnnn. Naples, Florida July 6, 2006 15.5°
1 When purchased Kedron Village was under construction and not an operating property. The property became

partially operational in the third quarter of 2006 and became fully operational during the fourth quarter of 2006.
To finance this purchase, the Company incurred new short-term variable rate debt against the Traders Point
property. In September 2006, permanent financing was obtained and a portion of the proceeds was used to repay
the short-term debt. The new fixed rate debt has an original principal amount of $48.0 million, bears interest at a

fixed rate of 5.86% and matures in October 2016.

2 Total purchase price of approximately $34.9 million is net of purchase price adjustments, including tenant

improvement and leasing commission credits, of $2.0 million.

3 To finance the purchase price for these properties, the Company incurred variable rate indebtedness of $57.9
million. In September, 2006, permanent financing with a combined original principal amount of $28.0 million
was obtained on Pine Ridge Crossing and Riverchase at a fixed rate of 6.34% with a maturity of October 2016.
[n addition, $20.3 miltion of variable rate debt related to the three properties was repaid in the fourth quarter of
2006. The remaining $9.8 million of variable rate debt was repaid in February 2007 with proceeds from the line

of credit (see Note 11).

Following is a combined condensed balance sheet for the properties acquired in 2006 as of the dates of their respective

acquisitions.
Assets
[NVESIMENT PrOPETHiEs ..cocvecveiaisiiiisirimisssre s $ 92,878,196
Acquired lease Intangibles.......cooiinnin 7,456,262
TOUAL ASSEES..oneeveeererseeeeeeeereeeseisssssstssssserersrsbessessensese s eabareaaar s s seer b p b b pas s s asnenins $ 100,334,458
Liabilities:
Working capital assumed ... 3 804,816
In-place lease liabilities and deferred revenue............ooeiecceeciciiininnnnn, 7,017,110
TOtAl LAADIIIES +..oooveveveveiseereseseeeeeeeeeeeeeeeeetstasssssss e srastesrasssansssssesesererarsssssnsnsess B 7,821,926

In addition, in July 2006, the Company acquired the remaining 15% economic interest from its joint venture partner in
Wal-Mart Plaza in Gainesville, Florida for $3.9 million and assumed management responsibilities for the property. This

acquisition was financed with borrowings from the Company’s revolving credit facility.

Amounts allocated to intangible assets in connection with these acquisitions totaled $7.5 million and are inciuded in
buildings and improvements and deferred costs in the accompanying consolidated balance sheets. Amounts allocated to
intangible liabilities representing the adjustment of acquired leases to market value totaled $7.0 million and are included in
deferred revenue in the accompanying consolidated balance sheets. The intangible assets and liabilities are amortized over
each tenant’s remaining lease term which ranged from 0.2 to 9.4 years ai the date of acquisition. In the accompanying
consolidated statements of operations, the operating results of the acquired properties are included in results of operations

from their respective dates of purchase.

Also during 2006, the Company acquired interests in various parcels of land for a total acquisition cost of
approximately $56.2 million. The Company acquired these parcels for future development.
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Note 7. Significant Acquisition Activity (continuetli)
F
2005 Acquisitions [

The Company acquired and placed into service the following retail operating properties in 2005:

Property Name Location Acquisition Date Acquisition Cost (Millions) Financing Method
Fox Lake Crossing......... Fox Lake, IL Febn@ary 7, 2005 $ 155" Debt
Plaza Volente.................. Austin, TX May |16, 2005 3591 Debt
Indian River Square........ Vero Beach, FL.  May!l6, 2005 1652 Debt
' Common Share
Bolton Plaza................... Orange Park, FL  November 1, 2005 14.0* Offering Proceeds
Market Street Village..... Hurst, TX November 17, 2005 29.0° Debt &
i
1 Inclusive of debt assumed of $12.3 million and tax increment financing (“TIF”) receivable of $1.5 million.
2 Inclusive of $28.7 million of new debt and $7.2 million of borrowings under the Company’s revolving credit
facility incurred in connection with the acquisition.
3 Inclusive of $13.3 million of new debt and $3.2 million of borrowings under the Company’s revolving credit
facility incurred in connection with the acqﬁisition.
4 This property is owned through a joint venture with a third party. The Company currently receives 85% of the
cash flow from this property, which percentage may decrease under certain circumstances.
5 Excludes escrow of $1.7 million subject to completion of the development of an additional 7,000 square foot
parcel. !
6 Financed with borrowings under the Company’s revolving credit facility and subsequently partially paid down

with the proceeds from the sale of its Mid-America Clinical Labs property in December 2005.

Also during 2005, the Company acquired intcres‘;ts in various parcels of land for a total acquisition cost of
approximately $86.9 million including debt assumed of $3.9 million. The Company acquired these parcels for future
development.

|

Amounts allocated to imangible assets in connection with the 2003 acquisitions totaled $2.9 million as of the
acquisition date and are included in buildings and 1mpr0vements and deferred costs. Amounts allocated to intangible
liabilities representmg the adjustment of acquired leases to market value totaled $1.8 million as of the acquisition date and
the remaining unamortized portion is included in defe‘rred revenue in the accompanying consolidated balance sheets. As of
the purchase date, the intangible assets and liabilities Were being amortized over each tenant’s remaining lease term at the
date of acquisition which ranged from 0.5 to 22.1 yea:rs at the date of acquisition. In the accompanying consolidated
statements of operations, the operating results of the acquired properties are included in results of operations from their

respective dates of purchase. ‘

The following table summarizes, on an unaudited pro forma basis, the results of operations for the years ended
December 31, 2006 and 2005 as if the 2006 and 2005 property acquisitions described above occurred on January 1, 2005:

t
|
[
|
[
[
[
1
!
|
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Note 7. Significant Acquisition Activity (continued)

Twelve Months Ended

December 31,
2006 2005
IO 0TI TEVEIIUES .. oo ceeeeee ettt stesraiarsiese s bt e beassaansssnessnarsaeassemsenmses mmmeenmeaneeans h 138,125,344 § 115,185,071
OPETAIINE EXPENSES 1.ovvrrrrrereieei s s s s s e a g e e e as (67,454 ,457) (50,961,556)
Depreciation EXPenSE .....eover e e (32,127,721) (28.816,015)
INEEFESE EXPEIISE oueuerereeeeecneeereseeesrseerenereses e e e se s re e eebasssa st bbb e R ke n s e nrnnanas (24,801,306) (24,173,305)
Other EXPEnSes, NEL ...covoieeereriirii it a bbb e (1,560,557) (2,056,074)
Limited Partners’ interests in the continuing operations of the Operating
PArNEISIIP ...t (3,213,577 (2,809,932)

Income from CONtINUING OPETAtIONS......veceiverereeremereiestasisistar e irrsseressss e sessass 8,967,726 6,368,189
Discontinued OPerationS ... ..o e — 6,290,969
Pro fOTING TIBE IMICOTIIE 1vvveiseesseseeeeteeeeeeeeeeseeeseeeeeessssesebssebaebeebeesbessesssansassrnsrrerans % 8,967,726 § 12,659,158
Pro forma net income per share

- basic N AIIREEA ... o.eeeeeeeeeeces et ee et se st et era b e tnrereines D 031 % 0.59
Pro forma weighted average number of shares outstanding :

B 3 3 TR O OSSPSR PR 28,733,228 21,406,980

f QUL ..ottt e vt e sane e s e e earene e san 28,903,114 21,520,061

The Company has entered into master lease agreements with the seller in connection with certain of the above
property acquisitions. These payments are due when tenant occupancy is below the level specified in the purchase
agreement. The payments are accounted for as a reduction of the purchase price of the acquired property and totaled $0.8
million, $0.1 million and $0.2 million in 2007, 2006 and 2005, respectively. Future amounts receivable through 2009 total
$0.1 million unless the space is leased during the period in which case the payments cease.

Nate 8. Redevelopment Activity

Glendale Mall

In April 2007, the Company announced plans to redevelop the Glendale Mall property in Indianapolis, Indiana into a
685,000 total square foot power center (renamed Glendale Town Center) that will be anchored by a new 129,000 square
foot Target (non-owned) and will also include Macy's, Lowe's Home Improvement (non-owned), Staples and Kerasotes
Theatre. During the period of redevelopment, approximately 335,000 square feet of space at this property is being leased
by tenants that are also expected to continue to occupy space upon completion of the redevelopment.

In connection with this redevelopment, during 2007 the Company terminated a number of leases and completed the
demolition of major portions of the enclosed mall area. This demolition was done in preparation for the Company to sell a
10.5 acre pad to Target Corporation. During 2007, the Company sold this pad to Target, and Target began construction of a
new store. The Company is engaged as construction manager for the construction of this new store. In addition, three new
small shop structures totaling approximately 20,000 square feet were constructed and partially leased during 2007.

Target is expected to open for business in the summer of 2008. In the fourth quarter of 2007, the first shop tenant
and Panera Bread, occupying an outparcel, opened for business. In addition to the new Target, Panera Bread and existing
anchor tenants, Glendale Town Center will also include the Indianapelis-Marion County Public Library as well as new
small shop and professional office space and one additional outlot. The Company currently anticipates the remaining
construction work to be completed throughout 2008 and 2009.

In connection with the redevelopment of Glendale Town Center, the Company received tax increment financing
("TIF") from the City of Indianapolis totaling approximately $5.7 million. The net proceeds of the Company’s sale of land
to Target and the amount of the TIF commitment have been applied to the overall cost of the redevelopment and,
accordingly, no gain or loss was recorded. The Company’s overall net investment of approximately $15 million is expected
to be recoverable through projected future cash flows from the redeveloped property.
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Note 8. Redevelopment Activity (continued) '

|
Shops at Eagle Creek ¢

In 2005, Winn-Dixie Stores, Inc. filed for Chapter 11 bankruptcy protection to reorganize its business operations. In
February 2006, Winn-Dixie announced plans to close its store at Shops at Eagle Creek in Naples, Florida but had not at that
date rejected the lease at this property. In May 2006', the Company acquired the lease with Winn-Dixie in a bankruptey
auction for approximately $0.9 million, net of recewables of approximately $0.4 million due to the Company from Winn-
Dixie. The space formerly occupied by Winn-Dixie at this property contained approximately 51,700 square feet, or
approximately 68% of the total leasable square footage of the property.

The Company is currently redeveloping the space formerly occupied by Winn-Dixie at Shops at Eagle Creek in
Naples, Florida into two smaller spaces. In December 2006, the Company signed a lease with Staples for approximately
25,800 square feet of the space with rent commencmg in November 2007. The Company is continuing to market the
remaining space for lease. The Company has also completed a number of additional renovations at the property throughout
2007 including a new roof on the Staples and remaining junior anchor spaces, new store fronts, masonry additions to the
fagade and columns as well as new parking lot pavement, parking bumpers and striping. This property was transitioned
into the redevelopment pipeline in the fourth quarter of 2006. The Company anticipates its total investment in the
redevelopment at Shops at Eagle Creek will be approximately $4 million.

Note 9. Discentinued Operations !
[

In December 2007, the Company sold its 176™ ¢ & Meridian property, located in Seattle, Washington, for net proceeds
of $7.0 million and a gain, net of Limited Partners’ mterests of $1.6 million. The Company anticipated utilizing the
proceeds from the sale to execute a like-kind exchange under Section 1031 of the Internal Revenue Code in 2008 (see
subsequent event disclosure in Note 22), therefore the net proceeds of this sale were being held by an intermediary at
December 31, 2007 and are classified as escrow dept%sits in the accompanying consolidated balance sheet.

[n December 2003, the Company sold 100% of Iits Mid-America Clinical Labs property for net proceeds of $20.8
million and a gain, net of Limited Partners” interests, of $5.5 mitlion.

|
The results of the discontinued operations related to the sale of these properties were comprised of the following for
the years ended December 31, 2007, 2006, and 2005:

Year ended December 31,

2007 2006 2005
Rental income S TR M $ 446996 % 433,000 § 2,252,367
Property Operations .......c..ocoeerceeomcimcieeccnc s 4,156 (2,578) 265,310
Real e5tate taXeS ........ceieeveeeeerirccernrr s ssiarsssrsiee s e s seneesaas — — 2,465
Depreciation and amortization ............cccvevvmioniereeneennes 87,855 87,255 612,578
TOMAl €XPENSE ... 92,011 84,6771 880,353
Operating NCOIMIE ........coecivrirrviririereerimsvs e erersiseeresnessnesnes 354,985 348,323 1,372,014
Interest expense' ................. {232,011) (248,605) (219,584}
Limited Partners’ interests in discontinued operatlons ...... (27,423) (22,636} (332,695)
Income from discontinued operations, net of Limited
Partners’ iNterestS ........occvvevrvvvreerernrresensrersioreeisnsseessens 95,551 77,082 819,735
Gain on sale of Property ... e, 2,036,189 - 7,212,402
Limited Partners’ interests in gain on sale of property ....... (454,070) — (1,687,393)
Total income from discontinued operatlons $ 1,677,670 3 77,082 § 6,344,742
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Naote 10. Sale of Asset

in June 2006, the Company terminated its lease with Marsh Supermarkets and subsequently sold the store at its
Naperville Marketplace property to Caputo’s Fresh Markets and recorded a loss on the sale of approximately $0.8 million
(approximately $0.5 million after tax). The total proceeds from these transactions of $14 miilion included a $2.5 million
note from Marsh Supermarkets with monthly installments payable through June 30, 2008, and $2.5 million of cash received
from the termination of the Company’s lease with Marsh Supermarkets. As of December 31, 2007, $0.7 million was
outstanding on the note. All monthly payments on the note have been made as scheduled through March 2008. The note is
guaranteed by the parent company of Marsh Supermarkets. Marsh Supermarkets at Naperville Marketplace was owned by
the Company’s taxable REIT subsidiary. A portion of the proceeds from this sale was used to pay off related indebtedness
of approximately $11.6 million.

Note 11. Mortgage Loans and Line of Credit

Mortgage and other indebtedness consist of the following at December 31, 2007 and 2006:

Balance at December 31,
Description 2007 2006

Line of credit
Maximum borrowing level of $200 million available at December 31, 2007 and $150

million at December 31, 2006; interest at LIBOR + 1.25% (5.85%) at December 31,

2007 and LIBOR + 1.35% (6.68%) at December 31, 2006..........cooveeeiiiiinnnnnnn $152,774,024 $111,550,000
Construction Notes Payable—Variable Rate
Generally due in monthly installments of principal and interest; maturing at various dates

through 2009; interest at LIBOR+1.15%-1.85%, ranging from 5.75% to 6.45% at

December 31, 2007 and interest at LIBOR+1.25%-1.75%, ranging from 6.58%

10 7.08% at December 31, 2006......coccomioeeeeiiiniinininiisiee e 150,128,993 94,505,099
Mortgage Notes Payable—Fixed Rate
Generally due in monthly installments of principal and interest; maturing at various dates

through 2022; interest rates ranging from 5.11% to 7.65% at December 31, 2007 and

2006 . eeeeeeoeeeretsteeree e s e ets et s e s e e bbb bR s 337,544,839 344,029,510
Mortgage Notes Payable—Variable Rate
Due in monthly installments of principal and interest; maturing September 2008; interest

at LIBOR + 1.50% (6.10%) at December 31, 2007 and interest at LIBOR + 1.50%-

2.75% ranging from 6.83% to 8.08% at December 31, 2006 ...........coooviiniiininnnnnns 4,546,291 14,621,027
Net premium on acquired INdebtedness....... ... e 1,839,486 2,270,344
Total mortgage and other indebtedness .......coveeiiviieiiiinnn $646,833,633  $566,975,980

LIBOR was 4.60% and 5.33% as of December 31, 2007 and 2006, respectively.

During 2007, the Company had borrowing proceeds of $238.9 million and repayments of $154.5 million. For the year
ended December 31, 2007, the Company had the following activity in its indebtedness:

e InJanuary, the Company purchased approximately 10 acres of land in Naples, Florida for approximately $6.3
million with borrowings from its then-existing secured revolving credit facility;

¢ In February, as further described below, the Company entered into an amended and restated four-year $200
million unsecured revolving credit facility, replacing its then-existing secured credit facility. The new
unsecured facility increased the Company’s borrowing capacity from $150 million to $200 million, before
considering either facility’s expansion feature. Initial proceeds of $118.1 million were drawn from the new
unsecured facility to repay the principal amount outstanding under the then-existing secured facility and
retire the secured facility;
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Note 11. Mortgage Loaas and Line of Credit (continued)

|
¢ In February, the Company repaid the $9.8 million outstanding balance on the variable rate loan on the
Courthouse Shadows property with proceeds from its new unsecured revolving credit facility;

s  In March, the Company purchased apgroximately 105 acres of land in Apex, North Carolina for
approximately $14.5 million with borrowings from the new unsecured revolving credit facility;

 In August, the Company purchased approximately 14 acres of land in South Elgin, Illinois for approximately
$5.9 million with borrowings from its unsecured revolving credit facility. To finance the development of this
land, in September 2007 the Company borrowed approximately $4.4 million on a variable rate consiruction
loan with a rate of LIBOR + 1.25% that matures in December 2007;

s  In September, the Company repaid $8.p million of the unsecured revolving credit facility using proceeds
from recent land sales, loan proceeds, and available working capital;

* In November, in connection with the sale of its interest in a merchant building asset at Sandifur Plaza, the
Company repaid the entire $5.5 million outstanding balance on the variable rate loan on this property;
i

¢ In December, in connection with the sale of its 176" & Meridian property, the third party buyer assumed the
entire $4.1 million outstanding balance on the fixed rate loan on this property;

¢ In December, the Company placed $9. 1 million of variable rate construction debt on its Delray Marketplace
property. This variable rate debt has an interest rate of LIBOR + 1.85% and matures on January 3, 2009;

e In December the Company repaid $]0._0 million of the unsecured revolving credit facility using proceeds
from recent land sales, loan proceeds, and available working capital;

[
» Inaddition to the preceding activity, for the year ended December 31, 2007, the Company used proceeds
from its revolving credit facility and other borrowings (exclusive of repayments) totaling approximately
$81.1 million for development, redevelopment, acquisitions and general working capital purposes; and

¢ The Company made scheduled principal payments totaled approximately $2.7 million during the year ended
December 31, 2007.

Unsecured Revolving Credit Facility

1

On February 20, 2007, the Operating Partnersh‘ip entered into an amended and restated four-year $200 million
unsecured revolving credit facility with a group of lenders and Key Bank National Association, as agent (the “unsecured
facility”). The Company and several of the Operating Partnership’s subsidiaries are guarantors of the Operating
Partnership’s obligations under the unsecured facility. The unsecured facility has a maturity date of February 20, 2011, with
a one-year extension option. Initial proceeds of approximately $118 million were drawn from the unsecured facility to
repay the principal amount owmstanding under its then-existing secured revolving credit facility and retire the secured
revolving credit facility. Borrowings under the unsecured facility bear interest at a floating interest rate of LIBOR plus 115
to 135 basis points, depending on its leverage ratio. The unsecured facility has a 0.125% to 0.20% commitment fee
applicable to the average daily unused amount. Subject to certain conditions, including the prior consent of the lenders, the
Company has the option to increase its borrowings under the unsecured facility to a maximum of $400 million. The
unsecured facility also includes a short-term borrowinlg line of $25 million with a variable interest rate. Borrowings under
the short-term line may not be outstanding for more than five days.

The amount that the Company may borrow under the unsecured facility is based on the value of properties in the
unencumbered property pool. The Company currently has 46 unencumbered assets, 44 of which are wholly owned and
used to calculate the amount available for borrowing \;mder the unsecured credit facility and two of which are joint venture
assets. The major unencumbered assets include: Silver Glen Crossings, Glendale Town Center, King's Lake Square,
Hamilton Crossing, Waterford Lakes, Eastgate Pavilion, Wal-Mart Plaza, Market Street Village, and Courthouse Shadows.
As of December 31, 2007, the total amount available for borrowing under the unsecured facility was approximately $43.7
million.
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Note 11. Mortgage Loans and Line of Credit (continued)

The Company’s ability to borrow under the unsecured facility is subject to ongoing compliance with various
restrictive covenants similar to those in its previous secured credit facility, including with respect to liens, indebtedness,
investments, dividends, mergers and asset sales. In addition, the unsecured facility, like its previous secured credit facility,
requires that the Company satisfy certain financial covenants, including:

¢ 3 maximum leverage ratio of 65% (or 70% in certain circumstances};

e  Adjusted EBITDA (as defined in the unsecured facility) to fixed charges coverage ratio of at least 1.50 to 1;

® minimum tangible net worth (defined as Total Asset Value less Total Indebtedness) of $300 million (plus
75% of the net proceeds of any future equity issuances);

e ratio of net operating income of unencumbered property to debt service under the unsecured facility of at
least 1.50to 1;

® minimum unencumbered property poo! occupancy rate of 80%;
e ratio of floating rate indebtedness to total asset value of no more than 0.35 to 1; and

¢ ratio of recourse indebtedness to total asset value of no more than 0.30 to 1.

The Company was in compliance with all applicable covenants under the unsecured facility as of December 31,
2007.

Under the terms of the unsecured facility, the Company is permitted to make distributions to its shareholders of up to
95% of its funds from operations provided that no event of default exists. If an event of default exists, the Company may
only make distributions sufficient to maintain its REIT status. However, the Company may not make any distributions if an
event of default resulting from nonpayment or bankruptcy exists, or if its obligations under the credit facility are
accelerated.

Mortgage and Construction Loans

Mortgage and construction loans are secured by certain real estate are generally due in monthly installments of interest
and principal and mature over various terms through 2022,

The following table presents scheduled principal repayments on mortgage and other indebtedness. In early 2008, the
Company refinanced a number of its consolidated debt instruments, and those refinancings are reflected in the table below.
Refer to the footnotes of this table for details on those refinancings.

20087 ettt e e et ee ettt en et st et et e st aen e enenraeneeenararen $ 20,564,847
200" e ee e es e eas et esee et en e e et ereene et et e ettt ettt R et enaen e 166,783,397
2010 et ee et es ettt et s e et e s e eeneneeeesenenmn s sssr e 2,960,204
P10} OO OO U OO U OO UV 179,517,290
2002 e ettt ettt et ee et s ntsenes et es et eeeeesreresenenmesaearenenrsoen 38,904,933
TRETEATIET ... eeeo oo eee et ee e eeeemere e esesenesasesaseserareraseasreneresssaseenemsnen 236,263,476
644,994,147

Unamortized PremilIms .o...ivvivresierasionmassisissrssssssrsesisssasisssissssarssssssssaresssssesassssrssassseessnnessn 1,839.486
TOAL oo r e eeseneee st s neeesenaessessereseseenseesenasaersanesnsenesasesseaseaees $ 646,833,633
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Note 11, Mortgage Loans and Line of Credit (conTinued)

In January and February 2008, the Company refinanced variable rate debt at a total of six of its
consolidated properties and extended the maturity dates from 2008 to 2009, As a result, $56.7 million of
obligations previously due in 2008 are now due in 2009,

In February 2008, the Company refinancid fixed rate debt at one of its properties, replacing the fixed rate
with variable rate at LIBOR + 1.35% and extended the maturity date from 2008 to 2011. As a result, $4.0
million of obligations previously due in 2008 are now due in 2011.

The carrying value of the Company’s variable r;':lte construction notes payable, line of credit and mortgage notes
payable approximates their fair values. As of December 31, 2007, the fair value of fixed rate debt was approximately
$358.4 million compared to the book value of $339.4 million. The fair value was estimated using cash flows discounted at
current borrowing rates for similar instruments which ranged from 4.13% to 5.57%.

Note 12. Derivative Financial Instruments

|
|
!
l

The Company is exposed to capital market risk, including changes in interest rates. In order to manage volatility
relating 1o interest rate risk, the Company enters into interest rate hedging transactions from time to time. The Company
does not utjlize derivative financial instruments for trading or speculative purposes nor does the Company currently have
any derivatives that are not designated as hedges.

For the year ended December 31, 2007, the Cofnpany's hedging activity was comprised of the following activities:

In February, a portion of the unsecured facility was hedged by an interest rate swap with a notional amount of $25
million, a fixed interest rate of 6.17%, and matures February 18, 2011;

In August, two of our outstanding interest rate swaps totaling $50 million matured. These swaps were entered into
during 2005 to hedge variable cash flows associated with existing variable rate debt and had a fixed interest rate of
5.28% and 5.55%,;

In August, in connection with these maturities, an additional portion of the unsecured facility was hedged by an
interest rate swap with a notional amount of i$50 million, a fixed rate of 6.32%, and matures February 20, 2011;

In August, a portion of our variable rate construction loan at Naperville Marketplace was hedged by an interest
rate swap agreement with a notional amountgof $10 million, a fixed interest rate of 6.05%, and matures December
30, 2008;

In August, a portion of the Venture's variablé rate construction loan at Parkside Town Commons was hedged by an
interest rate swap agreement with a notlonal ‘amount of $42 million, a fixed interest rate of 5.60% and matures
March 2, 2009,

In December, a portion of our variable rate construction loan at Beacon Hill Shopping Center was hedged by an
interest rate swap agreement with a notional lamount of $11 million, a fixed interest rate of 5.13% and matures
March 30, 2009; !

In December, a portion of our variable rate constructlon loan at Estero Town Commons was hedged by an interest
rate swap agreement with a notional amount of $17.7 million, a fixed interest rate of 5.55% and matures January 3,
2009; and

In December, a portion of our variable rate construction loan at Tarpon Springs Plaza was hedged by an interest
rate swap agreement with a notional amount of $20 million, a fixed interest rate of 5.55% and matures January 3,
2009,

f

In total, at December 31, 2607, the Company had $133.7 million of consolidated interest rate swaps outstanding. At
December 31, 2007 derivatives with a fair value of $2|.9 million were included in accounts payable and accrued expense
and at December 31, 2006, derivatives with a fair value of $0.3 million were included in other assets. The change in net
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Note 12. Derivative Financial Instruments (continued)

unrealized (loss) income for the years ended December 31, 2007, 2006 and 2005 was $(3.4) million, $(0.1) million and $0.4
million, respectively, and is recorded in shareholders’ equity as other comprehensive income (loss). We expect
approximately $1.2 million to be an offset to interest expense as the hedged forecasted interest payments occur. No hedge
ineffectiveness on cash flow hedges was recognized during any period presented. Amounts reported in accumulated other
comprehensive income related to derivatives will be reclassified to earnings over time as the hedged items are recognized in
earnings during 2008.

The following sets forth comprehensive income for the years ended December 31, 2007, 2006, and 2005:

Year ended December 31,

2007 2006 2005
NEL INCOME..ccvvieeierereiesree e emc e ereress st s enas $ 13,522,683 $10,179,650 § 13,435,840
Other comprehensive (loss) income e (3,420,022)  (129,517) 427,057
Comprehensive IMCOME ........coevveererucminneniiiiiinins $ 10,102,661 $10,050,133 § 13,862,897
1 Reflects the net change in the fair value of derivative instruments accounted for as cash flow

hedges.

Note 13. Lease Information
Tenant Leases

The Company receives rental income from the leasing of retail and commercial space under operating leases. The
leases generally provide for certain increases in base rent, reimbursement for certain operating expenses and may require
tenants to pay contingent rentals to the extent their sales exceed a defined threshold. The weighted average initial term of
the lease agreements is approximately 17 years. During the periods ended December 31, 2007, 2006, and 2005, the
Company eamed percentage tent of $1.1 million, $1.2 million, and $0.9 million, respectively, including the Company’s
joint venture partners’ share of $20,580, $32,840, and $55,790, respectively.

As of December 31, 2007, future minimum rentals to be received under non-cancelable operating leases for cach of
the next five years and thereafter, excluding tenant reimbursements of operating expenses and percentage rent based on
sales volume, are as follows:

2008 ettt eb e et e b e st e re s et et nEe e r SRR AL e Rt % 67,709,665
2009 1ot ee et et ia ke b et e be e e ra R et eE e e e b e he SRR b e e eR e 65,932,655
43 L OO OO O OO PP PO PP OO 61,261,382
ZOL L oo eat ettt e e ee et e e e ete e bt e be e R e R e e e e bbb 55,274,242
200 oottt es et et e e eenee et e oo e e eems e 48,582,896
TRELEATIET .eeeeeeeeeeeeet et et eeeem e eemeeeserseateearseaseeasaenensaaesaccemmeemecameenmeennsisebans 255,904,141

TOURL ..o eene e ve s s e e sseensensenenenenenetetsssnsassssncnsenenceenoneop 394,004,981

Lease Commitments

The Company is obligated under six ground leases for approximately 35 acres of land with three landowners which
require fixed annual rent. The expiration dates of the initial terms of these ground leases range from 2012 to 2027. These
leases have five to ten year extension options ranging in total from 20 to 30 years,

F-28




Kité Realty Group Trust
Notes to Con$olidated Financial Statements
December 31, 2007

Note 13. Lease Information (continued)

Ground lease expense incurred by the Company on these operating leases for each of the years ended December 31,
2007, 2006, and 2005 was $0.9 million. Future minimum lease payments due under such leases for the next five years
ending December 31 and thereafter are as follows:

$ 918,300
920,800
920,800
520,800
920,800

11,389,545

$ 15,991,045

Note 14. Sharcholders’ Equity and Limited Partner Interests
Common Equity

In May 2007, the Company issued 30,000 common shares under its previously filed registration statement for net
offering proceeds of approximately $0.5 million.

On October 11, 2006, the Company established 2 Dividend Reinvestment and Share Purchase Plan (the “Dividend
Reinvestment Plan”). The Dividend Reinvestment Plan offers investors a dividend reinvestment component to invest all or
a portion of the dividends on their common shares, or cash distributions on their units in the Operating Partnership, in
additional common shares as well as a direct share purchase component which permits Dividend Reinvestment Plan
participants and new investors to purchase common slhares by making optional cash investments with certain restrictions.

|

On October 3, 2005, the Company completed anl offering of 8,500,000 common shares at a price of $15.01 per share
for gross proceeds of approximately $127.6 million. @n October 28, 2003, the underwriters of the offering exercised a
portion of their overaliotment option and purchased an additional 900,000 common shares at the public offering price of
$15.01 per share, which resulted in additional gross proceeds of approximately $13.5 million. The Company used the net
proceeds of this offering of approximately $133.2 million, after deducting underwriting discounts, commissions and other
expenses to repay outstanding indebtedness, acquire an interest in a property and for general corporate purposes.

On Juiy 29, 2005, the Company contributed appLoximately $4.0 million and 122,733 units of the Operating
Partnership valued at approximately $1.9 million for a 50% interest in a joint venture that owned 82 acres of undeveloped
land. Beacon Hill Shopping Center, Phase [ consists of 36 acres and was developed into a 108,600 square foot (including
77,400 square feet of non-owned anchor space) nelghborhood shopping center. Beacon Hill Phase I1 is currently being
developed into an estimated 19,160 square foot neighborhood shopping center.

On March 31, 2005, the Company acquired 32. 7 acres of undeveloped land in Naples Florida (Tarpon Springs Plaza)
at a price equal to Messrs Al Kite, John Kite, Paul Klte and Tom McGowan’s net equity in the property at cost plus the
assumption of certain liabilities and the obligation to repay certain indebtedness. The equity portion of the purchase price
was paid through the issuance of 214,049 units of the Operanng Partnership valued at approximately $3.1 million. On May
18, 2006, all 214,049 units of the Operating Partnership issued in connection with the Tarpon Springs Plaza acquisition
were converted to common shares.

1
Limited Partner Interests :
t
Concurrent with the Company’s PO and related formation transactions, certain individuals received units of the
Operating Partnership in exchange for their interests in certain properties. Limited Partners were granted the right to redeem
Operating Partnership units on or after August 186, 2095 for cash in an amount equal to the market value of an equivalent
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Note 14. Sharcholders’ Equity and Limited Partner Interests (continued)

number of common shares at the time of redemption. The Company also has the right to redeem the Operating Partnership
units directly from the limited partner in exchange for either cash in the amount specified above or a number of common
shares equal to the number of units being redeemed.

Note 15, Segment Information

The Company’s operations are aligned into two business segments: (i} real estate operation and development and (ii)
construction and advisory services. The Company’s segments operate only in the United States. Combined segment data of

the Company for the years ended December 31, 2007, 2006 and 2005 are as follows:

Real Estate Construction Intersegment

Year Ended Operatien and and Eliminations
December 31, 2007 Development Advisory Services Subtotal and Other Total
Revenues.., $ 102,204,678 % 99,995,505 $ 202,200,183 % (63.445407) $ 138,754,776
Operating expenses, cost of

construction and services,

general, administrative and

other... - 32,343,206 94,039,335 126,382,541 (60,968,002) 65,414,539
Deprecmlmn a.nd amomzauon 31,742,104 108,666 31,850,770 — 31,850,770
Operaling income . 38,119,368 5,847,504 43,966,872 (2,477,405) 41,489,467
Interest expense .. R {26,214,841) (759,313} (26,974,154) 1,009,013 (25,965,141)
Income tax expense of taxable

REIT subsu:hary — (761,628} (761,628) — (761,628)
Other income, net .. 1,787,565 — 1,787,565 {1,009,013) 778,552
Minority interest in income of

consolidated subsidiaries... (587.413) — (587,413) — (587,413)
Equity in eamnings of

unconsolidated entities .......... 290,710 —_ 290,710 — 290,710
Limited Partners” interests in

Operating Partnership........... (3,028,053} (869,171) (3,897,224} 497,690 (3,399,534)
Income from continuing

OPEratiONS .cvvvivrirircriririvininss 10,367,336 3,457,392 13,824,728 (1,979,715} 11,845,013
Operating income from

discontinued operations, net

of Limited Partners’

interests.. 95,551 — 95,551 — 95,551
Gain on sale of operaung

property, net of Limited

Partners' in1erests ... 1,582,119 — 1,582,119 — 1,582,119
Net INCome wvvvvneisrirsnivnees 3 12,045,006 § 3457392 §$ 15,502,398 § (1,979,715) $ 13,522,683
Total 3515 .oevvrvvvervrmrerrcccceenenee. 5 1,041,981,652  § 41,321,857 § 1,083,303,509 § (35,068,865} $ 1,048,234,644

Real Estate Construction Intersegment

Year Ended Operation and and Eliminations
December 31, 2006 Development Advisory Services Subtotal and Other Total
Revenues... ) 90,423,127 % 89,039,441 b 179,462,568 S (48,312,248} § 131,150,320
Operating cxpenscs, cosl of

censtruction and services,

generzl, administrative and

other... . 30,774,543 81,227,441 112,001,984 (45,937,863) 66,064,121
Deprecxanon and amomzatlon 29,510,716 68,407 29,579,123 — 29,579,123
Operating income . 30,137,868 7,743,593 37,881,461 (2,374,385) 35,507,076
Interest expense ....... (21,415,957) (227,595) (21,643,552) 421,794 {21,221,758)
Loss on sale of asset....... (764,008) — (764,008) — (764,008)
Income tax income (expense) of'

taxable REIT subsidiary ........ 305,603 (1,271,135} {965,532) — (965,532)
Other income, Net ....oeiceiiciienns 755,581 10,750 766,331 (421,794) 344,537
Minority interest in income of

consolidated subsidiaries....... (117,469) — (117,469) — {117,469)
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Nate 15, Segment Information (continued)
Equity in eamings of

unconsolidated entities.......... 286,452 — 286,452 — 286,452
Limited Partners” interests in

Operating Partnership........... (2,085,439) I (1,418,245) (3,503,684) 536,954 (2,966,730}
Income from continuing

OPEFAtIONS ..ot eeeeeceamresrrvrensins 7,102,631 ' 4,837,368 11,939,999 (1,837,431) 10,102,568
COperating income from .

discontinued operations, net

of Limited Partners’

IMEETESES v vsrisiaerasarar e eerenas 77,082 — 77,082 — 77,082
Netincome ......ocevvvvcvccmiiciinenee. $ 7.179,713 8§ ' 4,837,368 5 12,017,081 § (1,837,431) § 10,179,650
Total assets .......cccoevvcncccoee. § 972,822,359 § ' 32,884,192 § 1,005,706,551 3 (22,545,238) § 983,161,313

|
Real Estate Construction Intersegment
Year Ended QOperstion and ;. and Eliminations
December 31, 2005 Development Advisory Services Subtotal and Other Total
Revenues.........ccocomvccivicreneee. 8 71051.895 § 50,526,667 $ 121,578,562 § (22,862,129) § 98,716,433
Operating expenses, cost of :

construction and services, J

general, administrative and

Other ..o 23,792,001 ' 45,470,595 69,262,596 (22,318,948) 46,943,648
Depreciation and amortization.... 21,516,432 , 179,550 21,695,982 — 21,695,982
Operating income {1088} .....ceen... 25,743,462 © 4,876,522 30,619,984 {543,181) 30,076,803
[nterest expense..........uopveemeenne (17,661,594) ' (530,830) (18,192.424) 356,579 (17,835,845)
[ncome tax expense of taxable !

REIT subsidiary.....cocoreernene. — v (1,041,463) (1,041,463) — (1,041,463)
Other income, net ... 570,510 | 1,491 572,001 (356,579) 215,422
Minority interest in income of |

consolidated subsidiaries....... (249,378) < (1,017,744} (1,267,122) — (1,267,122)
Equity in earnings of |

unconsolidated entities .......... 252,511 } — 252,511 — 252,511
Limited Partners’ interests in i

Operating Partnership............ (2,754,482) (727,420} (3,481,902) 172,694 (3,309,208)
income from continuing

Operating income from
discontinued operations, net
of Limited Partners’
IEETESES 1 vavevverinrvrenarareeserennees 819,735 — 819,735 — 819,735
Gain on sale of operating
property, net of Limited |

i

OPETALIONS c.eorercverceriariraens 5,901,029 i 1,560,556 7,461,585 (370,487) 7,091,098
i
!

Partners” interests ... 5,525,007 ‘ — 5,525,007 — 5,525,007
Net iNCOME.ovnriririnrssrsneseienes 3 12,245771 § | 1,560,556 3 13,806,327 % (370.487) § 13,435,840
Total 5515 .vvviiveiiiriireerennns § 780,934,227 % | 36,472,950 5 817,407,177 § (18,177,371) § 799,229 806

Note 16. Quarterly Financial Data (Unaudited) |

Presented below is a summary of the consolidated quarterly financial data for the years ended December 31, 2007 and
2006. Certain prior period amounts have been reclagsified from previously disclosed amounts to conform to the current
presentation including revenues and expenses reflecting the sale of 176" & Meridian. Such reclassifications had no effect
on net income previously reported. .
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Note 16. Quarterly Financial Data (Unaudited) (continued)

Quarter Ended Quarter Ended Quarter Ended Quarter Ended
March 31, June 30, September 30, December 31,
2007 2007 2007 2007
Total TEVENUE. . veeeeeeeeeeoeecvensnereeeeeee. § 30,235,154 & 35,622,757 § 33318475 § 39,578,390
Operating iNCOME ......ovvveverevreeriereemereeeeseeenns § 8287334 § 9763566 $ 11095912 § 12,342,655
Income from continuing operations ................. $ 1,618,556 $ 2,741,281 § 3872019 % 3,613,157
NEL INMCOITIE ..veeeveirere e $ 1,638,050 § 2,766,127 § 3,891,395 § 5227111
Net income per common share - basic:
Income from continuing operations........ $ 006 $ 0.10 § 0.3 § 0.12
Net INCOME..voveeeereeerereeeeerne e 3 006 § 010 § 0.13 % 0.18
Net income per commen share - diluted:
Income from continuing operations........ $ 006 § 009 % 013 % 6.12
INEL INCOME. ...evevevnennsrrrrrseeeseereneneneeens 3 006 § 009 § 013 § 0.18
Weighted average Common Shares
outstanding
= DESIC v 28,859,164 28,892,920 28,915,137 28,964,641
mdiluted ... 29,177,004 29,219,227 29,139,244 29,175,748
Quarter Ended Quarter Ended Quarter Ended Quarter Ended
March 31, June 30, September 30, December 31,
2006 2006 2006 2006
TOtal FEVENUE ...eveoeeeevesrsrssnsrrrneeeeeneeeeee. 3 28,270,932 8 30,801,162 $ 32,801,553 § 39,276,673
Operating iNCOME. .....oovevirrivrereree s $ 6,698,933 § 7,079,910 § 10,749,693 § 10,978,540
Income from continuing operations................. ) 1,752,332 § 1,520,165 $ 3,191,507 $ 3,638,564
NEUIICOME . ..vvireieeieeesinr e crrsesmsassorens $ 1,772,547 $ 1,540,371 §  3,209653 § 3,657,079
Net income per common share — basic &
diluted:
Income from continuing operations........ 3 006 $ 005 8 011 § 0.13
Net INCOME ... 3 0.06 $ 005 8 0.11 $ .13
Weighted average Common Shares
outstanding
= BASIC it 28,571,440 28,690,680 28,824,698 28,842,092
Sdiluted....oo 28,704,563 28,802,913 28,979,356 29,099,790

Nete 17. Commitments and Contingencies

The Company is not subject to any material litigation nor, to management’s knowledge, is any material litigation
currently threatened against the Company other than routine litigation, claims and administrative proceedings arising in the
ordinary course of business. Management believes that such routine litigation, claims and administrative proceedings will
not have a material adverse impact on the Company’s consolidated financial position or consolidated results of operations.

As of December 31, 2007, the Company had outstanding letters of credit totaling $6.2 million. At that date, there were
no amounts advanced against these instruments.

Joint venture debt is the liability of the joint venture and is typically secured by the joint venture property and has
limited recourse to us. As of December 31, 2007, the Company’s share of joint venture indebtedness was approximately
$28.1 million.
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Note 18. Employee 401(k) Plan

The Company maintains a 401(k) plan for employees under which it matches 100% of the employee’s contribution up
to 3% of the employee’s salary and 50% of the employee’s contribution up to 5% of the employee’s salary, not to exceed an
annual maximum of $15,000. Prior to January 1, 2006, this plan matched 25% of the employee’s contribution up to 3% of
the employee’s salary not to exceed an annual max1ﬁ1um of $750. The Company contributed to this plan $270,660,

$220,800, and $30,300 for the years ended December 31, 2007, 2006, and 2005, respectively.
Note 19. Transactions With Related Parties

The following information discusses the Company’s significant transactions with related parties, all of which have
been approved by the independent members of the Board of Trustees.

Common costs for management, leasing, development, consulting, accounting, legal, marketing, and management
information systems are allocated to the various Company entities and certain other entities owned by the Principals and not
included as part of the Company (“Excluded Entltles”) Common payroll and other related costs are allocated
proportionately based on an estimate of time spent o behalf of each entity. Management believes the methodologies and
assumptions used are reasonable. Common costs recovered from the Excluded Entities in 2006 were $0.1 million. No
amounts were allocated to the Company from the Excluded Entities in 2007 and 2005.

The Company received $0.1 million, $0.2 mllll()n and $0.4 million of rental income from the Excluded Entities for the
years ended December 31, 2007, 2006, and 2005, respectlvely In addition, rental income receivable from these Excluded
Entities as of December 31 2007 and 2006 was approx1mately $7,600 and $0.1 million, respectively. All leases with the
Excluded Entities were terminated as of January 1, 2008

In June 2006, Al Kite, Chairman of the Company, John Kite, Chief Executive Officer and President of the Company,
and Paul Kite, son of Al Kite and brother of John Klte sold their interests in Kite, Inc. (formerly one of the Excluded
Entities) to a third party and are no longer affiliated w1th Kite, Inc. Prior to the sale, the Company received subcontractor
interior construction services totaling $797,460, and $42 650 from Kite, Inc. during 2005 and 2006, respectively.

In 2006, the Company entered into an agreement to reimburse one of the Excluded Entities, KMI Management, LLC,
for use of an airplane owned by that Excluded Entlty This agreement allows for the use of the airplane for business related
travel for an established reimbursement amount per hour. For the each of the years ended December 31, 2007 and 2006,
the Company reimbursed the Excluded Entity $0.2 mllllon for the use of the airplane, of which apprommately $76,000 and
$32,600 was outstanding and due to the Excluded Enltlty as of December 31, 2007 and 2006, respectively.

On March 31, 2005, the Company acquired 32. l7’ acres of undeveloped land in Naples, Florida (Tarpon Springs Plaza)
at a price equal to Al Kite, John Kite, Paul Kite and Tom McGowan’s net equity in the property at cost plus the assumption
of certain liabilities and the obligation to repay Certam indebtedness. The equity portion of the purchase price was paid
through the issuance of 214,049 units of the Operatmg Partnership valued at approximately $3.1 million. On May 18,
2006, all 214,049 units of the Operating Partnership issued in connection with the Tarpon Springs Plaza acquisition were
converted to commen shares. ‘

In August 2004, the Company entered inte a consulting agreement with Paul Kite which expired December 31, 2007.
Under the agreement, Paul Kite assisted the Company in identifying potential real estate development, construction,
acquisition and/or operation opportunities that are Cohsistent with the nature of the business of the Company. As
compensation for such services, the Company paid Paul Kite $150,000 per year.

In 2007, the Company entered into an agreement to reimburse Paul Kite for use of an airplane owned by him. This
agreement allows for the use of the airplane for buSiI‘IESS related travel for an established reimbursement amount per hour
plus applicable taxes. During 2007, expense relmbursement to Paul Kite was approximately $12,100 for use of the airplane.

This amount was outstanding and due to Paul Kite as of December 31, 2007.

|
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Note 19. Transactions With Related Parties (continued)

In addition, in 2005, the Company entered into several contracts and arrangements with Circle Block Partners, LLC,
the owner of the Conrad hotel located in Indianapolis and one of the Excluded Entities:

o the Company received payments from Circle Block under fee-based construction management contracts totaling
$0.3 million in 2007, $0.8 million in 2006 and $7.3 million in 2005;

e Circle Block paid the Company fees of $0.6 million in 2006 for arranging debt financing in connection with Circle
Block canstruction projects; and

e Circle Block paid the Company an annual fee of $0.1 million in both 2007 and 2006 for investment management
services provided to Circle Block in connection with the Conrad’s hotel operations.

Note 20, Recent Accounting Pronouncements

[n December 2007, the Financial Accounting Standards Board ("FASB") issued SFAS 160 “Non-comtrolling Interests
in Consolidated Financia! Statements.” SFAS No. 160 clarifies that a noncontrolling interest in a subsidiary should be
reported as equity in the consolidated financial statements. The calculation of earnings per share will continue to be based
on income amounts attributable to the parent. SFAS 160 is effective for fiscal years beginning after December 15, 2008,
The Company is currently evaluating and assessing the impact of this interpretation, if any, on the Company's financial
position or results of operations.

In December 2007, the FASB issued SFAS No. 141R “Business Combinations — Revised.” SFAS No. 141(R)
requires an acquirer to measure the identifiable assets acquired, the liabilities assumed and any noncontrolling interest in
the acquiree at their fair values on the acquisition date, with goodwill being the excess value over the net identifiable assets
acquired. SFAS 141R requires an acquirer to recognize the assets acquired, the liabilities assumed, and any noncontrolling
interest in the acquiree at the acquisition date, measured at their fair values as of that date, with limited exceptions. SFAS
141R will modify SFAS 141’s cost-allocation process, which currently requires the cost of an acquisition to be allocated to
the individual assets acquired and liabilities assumed based on their estimated fair values. SFAS 141R requires the costs of
an acquisition to be recognized in the period incurred. SFAS 141R is effective for fiscal years beginning after December
15, 2008. The Company is currently evaluating and assessing the impact of this interpretation, if any, on the Company's
financial position or results of operations.

In September 2007, the Emerging Issues Task Force (“EITF”) issued EITF No. 07-6, “Accounting for the Sale of
Real Estate Subject to the Requirements of FASB Statement No. 66, Accounting for Sales of Real Estate, When the
Agreement Includes a Buy-Sell Clause.” EITF No. 07-6 clarifies that a buy-sell clause in a real estate sale may constitute a
prohibited form of continuing involvement that precludes partial sales treatment if the buyer cannot act independently from
the seller or if the seller is economically compelled to reacquire the other investor’s interest in the jointly owned entity.
This issue is effective for new arrangements entered into in fiscal years beginning after December 15, 2007. The Company
does not believe the adoption of EITF No. 07-6 will have a material impact on the Company’s financial position or results

of operations.

In February 2007, the FASB issued SFAS No. 159 “The Fair Value Option for Financial Assets and Financial
Liabilities.” SFAS No. 159 permits companies to choose to measure many financial instruments and certain other items at
fair value. The objective of SFAS No. 159 is to improve financial reporting by providing companies with the opportunity
to mitigate volatility in reported earnings caused by measuring related assets and liabilities differently without having to
apply complex hedge accounting provisions. SFAS No. 159 does not permit fair value measurement for certain assets and
liabilities, including consolidated subsidiaries, interests in VIEs, and assets and liabilities recognized as leases under SFAS
No. 13 “Accounting for Leases”. SFAS No. 159 is effective for fiscal years beginning after November 15, 2007. The
Company does not believe the adoption of SFAS No. 159 will have a material impact on the Company’s financial position
or results of operations.

In September 2006, the FASB issued SFAS No. 157 “Fair Value Measurements.” SFAS No. 157 defines fair value,
establishes a framewark for measuring fair value in accordance with GAAP, and expands disclosures about fair value
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|
Note 20. Recent Accounting Pronouncements (continued)
|

measurements. SFAS No. 157 does not require any nqw fair value measurements in addition to those that are already
required under other accounting pronouncements. SFAS No. 157 is effective for fiscal years beginning after November 135,
2007. The Company does not believe the adoption of SFAS No. 157 will have a material impact on the Company’s
financial position or results of operations. |

In July 2006, the FASB issued FASB Interpretation No. 48 (“FIN No. 48”), “Accounting for Uncertainty in Income
Taxes, an interpretation of FASB Statement No. 109, Accounting for Income Taxes.” FIN No. 48 clarifies the accounting
for income taxes by prescribing the minimum recognition threshold a tax position is required to meet before being
recognized in the financial statements. FIN No. 48 also provides guidance on derecognition, measurement, classification,
interest and penalties, accounting in interim periods, disclosure and transition. FIN No. 48 was effective for fiscal years
beginning after December 15, 2006. The adoption of this Statement as of January 1, 2007 did not have a material impact on

the Company’s financial condition or results of operations.
I

Note 21. Supplemental Schedule of Non-Cash Investing/Financing Activities

The following schedule summarizes the non-cash investing and financing activities of the Company for the years
ended December 31, 2007, 2006 and 2005; ‘

| Year Ended
i December 31,
I

2007 2006 2005

Third party assumption of fixed rate debt:in

connection with the sale of 176" &

Menidian.........oovveviirecerininieseengennne. § 4,103,508 § — 3 —
Contribution of variable rate debt to {

unconsolidated joint venture...............! ...... — 38,526,393 —
Acquisition of real estate interests by

assumption of mortgage debt................... — — 16,168,557
Acquisition of real estate interests by |

issuance of Operating Partnership units..... — — 5,054,818
|

Note 22. Subsequent Events }
|
Refinancing of Variable Rate Debt l

In January and February 2008, the Company refinanced variable rate debt at a total of six of its consolidated
properties (Fishers Station, Bayport Commons, Bridgewater Marketplace, Gateway Shopping Center, Red Bank Commons,
and South Elgin Commeons) and extended the maturity dates from 2008 to 2009. As a resuit, $56.7 million, or
approximately 70%, of consolidated debt obligations previously due in 2008 are now due in 2009, In addition, in February
2008, the Company refinanced fixed rate debt at its Indiana State Motor Pool commercial property, replacing the fixed rate
with a variable rate of LIBOR + 1.35% and extended the maturity date from March 24, 2008 to November 4, 2011. Asa
result, $4.0 million, or approximately 5%, of debt obligations previously due in 2008 are now due in 2011.

Also in January 2008, the Venture's variable rate construction loan at Parkside Town Commons was refinanced and
the maturity date was extended from 2008 to 2009. As a result, $49.8 million ($19.9 million is Company’s share), or
approximately 99%, of unconsolidated debt obligations previously due in 2008 are now due in 2009,

\

Purchase of Rivers Edge r

|
In February 2008, the Company purchased Rivers Edge, an approximately 111,000 square foot shopping center
located in Indianapolis, Indiana for $18.3 mitlion. The Company utilized approximately $2.7 million of proceeds from the
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Note 22. Subsequent Events {continued)

November 2007 sale of its 176™ & Meridian property in a like-kind exchange under Section 1031 of the Internal Revenue
Code. The remaining purchase price of $15.6 million was funded initially through a draw on the Company’s unsecured
credit facility and subsequently refinanced with a variable rate debt instrument.

Dividend Declaration
On February 5, 2008, the Company’s Board of Trustees declared a cash distribution of $0.205 per common share for
the first quarter of 2008, Simultaneously, the Company’s Board of Trustees declared a cash distribution of $0.205 per

Operating Partnership unit for the same period. These distributions are payable on April 17, 2008 to sharcholders and
unitholders of record as of April 7, 2008.

Purchase of Minority Interest at Bolton Plaza

On February 29, 2008, the Company acquired the remaining 15% economic interest from its joint venture partner in
Bolton Plaza in Jacksonville, Florida for $0.3 million.
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Kite Realty Group Trust
Notes to Schedule I11
Consolidated Real Estate and Accumulated Depreciation

Note 1. Reconciliation of Investment Properties

The changes in investment properties of the Company and its Predecessor for the years ended December 31, 2007,
2006, and 2005 are as follows:

2007 2006 2005
Balance, beginning of year........... $ 950,858,709 § 774,884,021 § 539,625,096
ACQUISIHONS. ...ccvecrererereinreerenes — 101,941,430 198,104,896
IMProvements .......ccveerevreersresrenenns 124,043,706 97,017,271 52,217,273
DiSPOSALS «.vvveeeeerererereeeeerersrrone (29,286,571) (22,984,013) (15,063,244)
Balance, end of year.........c.coceeru.e. $ 1,045,615,844 § 950,858,709 $ 774,884,021

The unaudited aggregate cost of investment properties for federal tax purposes as of December 31, 2007 was $982.7
million.

Note 2. Reconciliation of Accumulated Depreciation

The changes in accumulated depreciation of the Company and its Predecessor for the years ended December 31, 2007,
2006, and 2005 are as follows:

2007 2006 2005
Balance, beginning of year........ccoccovuenn. $ 60,554974 § 40,051,477 § 23,375,292
ACQUISITIONS ..o — — -
Depreciation and amortization expense... 28,028,737 26,617,564 19,199,756
DISPOSALS «.eeieieeie e (6,715,106) (6,114,067) (2,523,571)
Balance, end of year........occccevvreerceicnnn. $ 81,868,605 § 60,554,974 § 40,051,477

Depreciation of investment properties reflected in the statements of operations is calculated over the estimated original
lives of the assets as follows:

Buildings 35 years

Building improvements 10-35 years

Tenant improvements Term of related lease
Furniture and Fixtures 5-10 years
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FEJXHIBIT INDEX

Exhibit No. Description ’ Location
3.1 Articles of Amendment and Restatement of Incorporated by reference to Exhibit 3.1 to the
Declaration of Trust of the Company Current Report on Form 8-K of Kite Realty
Group Trust filed with the SEC on August 20,
' 2004
3.2 Amended and Restated Bylaws of the Company, Incorporated by reference to Exhibit 3.2 of the
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 CERTIFICATION

I, John A. Kite, certify that: |

Date: March 17, 2008

i
[ have reviewed this annual report on Form 10-K of Kite Realty Group Trust;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statemerits made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial staterhents, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a.  Designed such disclosure controls an(i procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared; |

1

b.  Designed such internal control over ﬁfnancial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally

accepted accounting principles; !

C. Evaluated the effectiveness of the registrant’s disclosure conirols and procedures and presented in this report
. - I . .
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such c;:valuation; and

d.  Disclosed in this report any change ir% the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and !

!
. , ip [ . . .
The registrant’s other certifying officer and [ have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s duditors and the audit committee of the registrant’s Board of Trustees (or
persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize
and report financial information; and

|
b.  Any fraud, whether or not material, that invelves management or other employees who have a significant role
in the registrant’s internal control over financial reporting.

; By: /s/lohn A. Kite
John A. Kite
' Chief Executive Officer and President -~




Exhibit 31.2

CERTIFICATION
1, Daniel R. Sink, certify that:
L. I have reviewed this annual report on Form 10-K of Kite Realty Group Trust;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a

material fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a.  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the peried in
which this report is being prepared;

b.  Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

¢.  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

d.  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

5. The registrant’s other certifying officer and 1 have disclosed, based on our most recent evaluation of internal contro}
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s Board of Trustees (or
persons performing the equivalent functions):

a.  Allsignificant deficiencies and material weaknesses in the design or operation of internai control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize
and report financial information; and

b.  Any fraud, whether or not material, that involves management ot other employees who have a significant role
in the registrant’s internal control over financial reporting.
Date: March 17, 2008

By: /s/ Daniel R. Sink
Daniel R. Sink
Chief Financial Officer
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Certification of Chief Executive Officer and Chief Financial Officer Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

The undersigned, John A. Kite, Chief Executive Officer and President of Kite Realty Group Trust (the “Company™), and

Daniel R. Sink, Chief Financial Officer of the Company, each hereby certifies, pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002, 18 U.S.C. Section 1350, that: |

|
1. The Annual Report on Form 10-K of the Company for the year ended December 31, 2007 (the “Report™) fully

complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C.
78m); and

The information in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company. [

Date: March 17, 2008 By: /s/John A. Kite

John A. Kite
Chief Executive Officer and President

i
|
i
i
|

By: /s/ Daniel R. Sink
| Daniel R. Sink
: Chief Financial Officer

A signed original of this written statement required b}} Section 906 has been provided to the Company and will be retained
by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

|




KITE REALTY GROUP TRUST

30 S. Meridian Street {Tn
Suite 1100 ,::’.‘:" ?:mct—;?
Indianapolis, IN 46204 Scevon -
APR 15 2008

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS Washington, DG
To Be Held on May 6, 2008 104

Dear Shareholder:

You are cordially invited to attend our 2008 annual meeting of shareholders to be held on Tuesday, May 6, 2008, at
9:00 a.m., local time, at

30 S. Mendian Street
Eighth Floor
Indianapolis, IN 46204

for the following purposes:

1. Toelect seven trustecs to serve one-year terms expiring in 2009;

2. Toratify the appointment of Erst & Young LLP as our independent registered public accounting firm for the
fiscal year ending December 31, 2008;

3 Toadopt the Kite Realty Group Trust 2008 Employee Share Purchase Plan; and

4. To transact such other business as may properly come before the meeting or any adjournment or postponement of
the meeting.

Only shareholders of record at the close of business on March 20, 2008 will be entitled to notice of and to vote at
the meeting or any adjournments or postponements of the meeting.

YOUR VOTE IS IMPORTANT. WHETHER OR NOT YOU PLAN TO ATTEND THE MEETING, YOU
ARE URGED TO COMPLETE, DATE AND SIGN THE ACCOMPANYING PROXY CARD AND RETURN
IT PROMPTLY IN THE POSTAGE-PAID ENVELOPE PROVIDED. IF YOU ATTEND THE MEETING,
YOU MAY WITHDRAW YOUR PROXY AND VOTE IN PERSON, IF YOU DESIRE.

By Order of the Board of Trustees,

Tl

DaMmE Prour
Secretary

Indianapolis, Indiana
April 11, 2008
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KITE REALTY GROUP TRUST
30 S. Mceridian Street
Suite 1100
Indianapolis, IN 46204

PROXY STATEMENT

ABOUT THE MEETING
Why am I receiving this proxy statement?

This proxy statement contains information related to the solicitation of proxies for use at our 2008 annual meeting
of shareholders, to be held at 9:00 a.m, local time, on Tuesday, May 6, 2008 at 30 S. Meridian Street, Eighth Floor,
Indianapolis, Indiana 46204, for the purposes stated in the accompanying Notice of Annual Meeting of Sharcholders.
This solicitation is made by Kite Realty Group Trust on behalf of our Board of Trustees, or the Board. “We,” “our,”
“us,” and the “Company” refer to Kite Realty Group Trust. This proxy statement, the enclosed proxy card and our 2007
annual report to shareholders are first being mailed to shareholders beginning on or about April 11, 2008.

Who is entitled to vote at the annual meeting?

Only holders of record of our common shares at the close of business on March 20, 2008, the record date for the
annual meeting, are entitled to receive notice of the annual meeting and to vote at the meeting. Qur common shares
constitute the only class of securities entitled to vote at the meeting.

What are the voting rights of shareholders?
Each common share outstanding on the record date entitles its holder to cast one vote on each matter to be voted on.
Who can attend the annual meeting?

All holders of our common shares at the close of business on March 20, 2008, the record date for the annual
meeting, or their duly appointed proxies, are authorized to attend the annual meeting. Please note that space limitations
may make it necessary to limit attendance. Admission to the meeting will be on a first-come, first-served basis. If you
attend the meeting, you may be asked to present valid picture identification, such as a driver’s license or passport,
before being admitted. Cameras, recording devices and other electronic devices will not be permitted at the meeting,

Please also note that if you hold your shares in “strect name” (that is, through a bank, broker or other nominee}, you
will need to bring a copy of the brokerage statement reflecting your stock ownership as of March 20, 2008.

What will constitute a quorum at the annual meeting?

The presence at the meeting, in person or by proxy, of the holders of a majority of the common shares outstanding
on March 20, 2008 will constitute a quorum, permitting the shareholders to conduct business at the meeting. We wiil
include abstentions and broker non-votes in the calculation of the number of shares considered to be present at the
meeting for purposes of determining the presence of a quorum at the meeting. A broker non-vote occurs when a
nomineg holding shares for a beneficial owner has not received instructions from the beneficial owner and does not
have discretionary authority to vote the shares,

As of the record date, there were 29,076,441 common shares outstanding.




How do I vote?

|
|
|

.| . . .
You may vote by you er your duly authorized agent completing and retuming the accompanying proxy card or you
may attend the meeting and vote in person.

How do | vote my shares that are held by my tTroker?

If your shares are held by a bank or broker, ylou should follow the instructions provided to you by the bank or
broker. Although most banks and brokers now offer voting by mail, telephone and on the Internet, availability and
specific procedures will depend on their voting arrangemients.

|
How are proxy card votes counted? l

If the accompanying proxy card is properly signed and returned to us, and not revoked, 1t will be voted as directed
by you. Unless contrary instructions are given, the persons designated as proxy holders on the proxy card wiil vote
“FOR?” the clection of all nominees for our Board of Trustees named in this proxy statement, “FOR?” the ratification of
the appointment of Ernst & Young LLP as our independent registered public accounting firm for the fiscal year ending
December 31, 2008, “FOR?” the adoption of the Kltc Realty Group Trust 2008 Employee Share Purchase Plan, and as
recommended by our Board of Trustees with regard 1o any other matters, or, if no such recommendation is given, in
their own discretion. t

May I revoke my vote after | return my proxy card?

Yes. You may revoke a previously granted proxy at any time before it is exercised by (i) filing with our Secretary a
notice of revocation or a duly executed proxy bearing a later date or (ii) attending the meeting and voting in person.

Who pays the costs of soliciting proxies? |

We will pay the costs of soliciting proxies. In'addition to soliciting proxies by mail, our officers, trustees and other
employees, without additional compensation, may" solicit proxies personally or by other appropriate means, It is
anticipated that banks, brokers, fiduciaries, custodians and nominees will forward proxy soliciting materials to their
principals, and that we will reimburse such persong’ out-of-pocket expenses.

You should rely only on the information provided in this proxy statement. We have not authorized anyone
to provide you with different or additional information. You should not assume that the information in this
proxy statement is accurate as of any date otheii- than the date of this proxy statement or, where information
relates to another date set forth in this proxy statement, then as of that date.




PROPOSAL I: ELECTION OF TRUSTEES

Our Board of Trustees is currently comprised of seven trustees, each with terms expiring at the 2008 annual
meeting. The nominees, all of whom are currently serving as trustees of the Company, have been recommended by our
Board of Trustees for re-election to serve as trustees for one-year terms until the 2009 annual meeting of shareholders
and until their successors are duly elected and qualified. Based on its review of the relationships between the trustee
nominees and the Company, the Board of Trustees has affirmatively determined that the following trustees are
“independent” trustees under the rules of the New York Stock Exchange, or NYSE: William E. Bindley, Dr. Richard A.
Cosier, Eugene Golub, Gerald L. Moss and Michael L. Smith.

The Board of Trustees knows of no reason why any nominee would be unable to serve as a trustee. If any nominee
is unavailable for election or service, the Board of Trustees may designate a substitute nominee and the persons
designated as proxy holders on the proxy card will vote for the substitute nominee recommended by the Board of
Trustees, or the Board of Trustees may, as permitted by our bylaws, decrease the size of our Board of Trustees.

Nominees for Election for a One-Year Term Expiring at the 2009 Annual Meeting

The following table sets forth the name and age of each nominee for trustee, indicating all positions and offices
with us currently held by the trustee.

Name Age Title

Alvin B Kite, Jro o 74 Chairman of the Board of Trustees

John ALKItE e, 42 President, Chief Executive Officer, and Trustee
William E. Bindley oo, 67 Trustee

Dr. Richard A. CoOSIET ..oovoeiiiiiece e, 60 Trustee

Eugene Golub..........coi v 77 Trustee

Gerald L. MosS....occeeeeeeece et 72 Trustee

Michael L. Smith........c.c.oooooeii i 59 Trustee

Set forth below are descriptions of the backgrounds and principal occupations of each of our trustees, and the
period during which he has served as a trustee.

Alvin E. Kite, Jr. has served as a trustee since our formation in March 2004 and as our Chairman of the Board of
Trustees since our initial public offering in August 2004. Prior to our initial public offering, Mr. Kite was the founder
and Chairman of our predecessor companies and other affiliated companies (“Kite Companies™). Mr. Kite is active in
numerous Indianapolis-based charitable organizations, including Indianapolis Symphony Orchestra, Indianapolis Tennis
Championships, Inc., Crossroads of America Council BSA, and Tau Beta Pi Association (membership status conferred
by invitation to academic honors students in The Citadel’s school of engineering). Mr. Kite graduated from The Citade!
with a Bachelor of Science in Electrical Engineering. Alvin E. Kite, Jr. is John A. Kite’s father,

John A. Kite has served as a trustee since our formation in March 2004 and as our Chief Executive Officer and
President since our initial public offering in August 2004. Prior to our initial public offering, he had served as President
and Chief Executive Officer of Kite Companies since 1997. Mr. Kite is responsible for the Company’s strategic
planning, operations, acquisitions and capital markets activities. In 1990, Mr, Kite joined Kite Development
Corporatien as Chief Financial Officer. In this role he was responsible for project financing, negotiating with banks and
private investors, and restructuring investments in Kite Companies’ projects. In 1994, he became President of KMl
Realty Advisors, Inc., an SEC registered full-service real estate advisory firm that currently oversees diverse real cstate
holdings for pension fund clients. Mr. Kite began his career in 1987 at Harris Trust and Savings Bank in Chicago. He
holds a B.A. in Economics from DcPauw University and is Alvin E, Kite, Jr.’s son.

Witliam E. Bindley has served as a trustee since our initial public offering in August 2004 and is currently our lead
independent trustee. He has been Chairman of Bindley Capital Partners, LLC, a private equity investment firm
headquartered in Indianapolis, Indiana, since 2001, From 1992 1o October 2005, he was Chairman and the founder of
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Priority Healthcare Corporation, a Nasdag-listed nanonal provider of bio-pharmaceuticals and complex therapies for
chronic discase states headquartered in Lake Mary, Florida. Mr. Bindley also served as Chief Executive Officer of
Priority Healtheare from July 1994 to May 1997 and President from May 1996 to July 1996. Mr. Bindley was the
Chairman, President, Chief Executive Officer andI founder of Bindley Western Industrics, Inc., a national
pharmaceutical distributor and nuclear pharmacy operator that was a New York Stock Exchange Fortune 200 company
at the time of its merger into Cardinal Health in February 2001. He serves on the board of Shoe Carnival, Inc., a
Nasdag-listed company. He previously served on the boards of Cardinal Health, Key Banks, NA (Cleveland, Ohio),
Bindley Western Industries and Priority Healthcare Corporation. He received both a B.S. degree in Industrial
Economics and a Doctor of Management (H.C.} f'rom Purdue University. He also completed the Wholesale
Management Program at the Graduate School of Busmess at Stanford University. He is the past Vice Chairman of the
United States Ski and Snowboard Association and serves on the Board of the Purdue Research Foundation and the
President’s Advisory Council at Purdue. i

Dr. Richard A. Cosier has served as a trustee|since our initial public offering in August 2004. He has served as
Dean and Leeds Professor of Management at the Krannert School of Management, Purdue Umversny since 1999. From
2001 through 2004 he was the Director of the Burton D. Morgan Center for Entreprencurship in Purdue’s Discovery
Park. He formerly served as Dean and Fred E. Brown Chair of Busingss Administration at the University of Oklahoma,
and Associate Dean for Academics, Professor of Business Administration and Chairperson of the Department of
Management at Indiana University. Dr. Cosier is the recipient of several teaching excellence awards and a Richard D.
Irwin Fellowship. He is listed in Who’s Who in Amenca and served on the boards at First Fidelity Bank, N.A. of
Oklahoma City, Century, Inc. of Midwest City, Oklahoma, and Bank One, Lafayette, Indiana, Dr. Cosicr is on the
boards of directors of the AACSB, the mtemanona] accreditation agency for business schools and Roll Coater
Company. His community service includes, among others, serving as director of the Lafayette-West Lafayette
Development Corporation and serving on the Exe(i:uuve Committee of the Greater Lafayette Community Development

Corporation.
|

Eugene Golub has served as a trustee since our initial public offering in August 2004. He is the founder and since
1960 has been Chairman of Golub & Company, a private company which has been involved in more than 3 billion in
real estate transactions. Under his leadership, Golub companies have owned, developed and operated more than 30
million square feet of propemes in the United States and abroad. In 1989, Mr. Golub entered the international
marketplace as the first major U.S. real estate company to undertake development projects in Central and Eastern
Europe and Russia just prior to their rcemergence as market-driven economies. Mr. Golub serves on the board of The
Family Institute, and is active in numerous Chlcag|o-based charitable organizations. In 1999, he was inducted into the
prestigious Chicago Association of Realtors Hall of Fame, and, in 2004, he received the first Central & Eastern
European Real Estate Lifetime Achievement Awall'd.

[

Gerald L. Moss has served as a trustee since our initial public offering in August 2004. He is honorary of counsel
with Bingham McHale, LLP, an Indianapolis, Indlana law firm. He has extensive experience in the areas of corporate
and real estate law. For over 30 years he served aSJgenera] counsel] for the Capital Improvement Board of Marion
County, Indiana (C1B). His duties included providing legal counsel relative to the development of the Indiana
Convention Center, RCA Dome and other CIB facilities and the operation of the Convention Center and Dome.

Mr. Moss is a Distinguished Fellow of the Indiana;'mlis Bar Association and Indiana State Bar Association. His

university and community experience includes serwce as a Director of the Indianapolis Symphony Orchestra, the

Indiana Repertory Theater and the Metropolitan Arts Council and as President and Director of the Washington

Township Schools Foundation, the Indiana Umversny Varsity Club and the Indiana University Law Alumni

Association. He also serves as a member of the Law School’s Board of Visitors and is a recipient of the School’s

Distinguished Service Award. He was awarded the prestigious Sagamore of the Wabash by the Govemnor of Indiana.
I

Michael L. Smith has served as a trustee since :our initial public offering in August 2004. He retired from his
position as Executive Vice President and Chief Financial Officer of WellPoint, Inc., formerly Anthem, Inc., a health
insurance company, in 2005, positions he had held since 1999. Prior to that, he served as Senior Vice Premdent of
Anthem, Inc. and Chief Financial Officer of Anthem Blue Cross and Blue Shield’s operations in the Midwest and
Connecticut. Mr. Smith currently serves on the boz{rds of directors of the following public companies: HHGregg, Inc.,
Vectren Corporation, Emergency Medical Services; Corporation, Calumet Specialty Products Partners L.P., and
InterMune, Inc. Mr, Smith also serves as a director of several private companies and not-for-profit organizations
including Finishmaster, Inc., LDI Lid, LLC, and Klipsch Group and The Central Indiana Community Foundation and is
also a member of the Indiana Commission on Higher Education. Mr. Smith is a member of the board of trustees of
DePauw University, the Indianapolis Museum of Art, and Lumina Foundation for Education.
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Vote Required and Recommendation

The affirmative vote of a plurality of all the votes cast at the annual meeting is necessary for the election of a
trustee. Therefore, the seven individuals with the highest number of affirmative votes will be elected to the seven
trusteeships. For purposes of the election of trustees, abstentions and other shares not voted (whether by broker non-vote
or otherwise) will not be counted as votes cast and will have no effect on the result of the vote. There is no cumulative
voting with respect to the election of trustees.

OUR BOARD OF TRUSTEES RECOMMENDS A VOTE “FOR” EACH OF THE NOMINEES SET FORTH
ABOVE.

EXECUTIVE OFFICERS

The following table sets forth information concerning our executive officers. Executive officers are elected by and
serve at the discretion of our Board of Trustees.

Name Age Title
Alvin E.Kite, Jro.oooe 74 Chairman of the Board of Trustees
John AL KUte...ooovivrecr e seesres s 42 President, Chief Executive Officer, and Trustee
Thomas K. McGowan ... 43 Sentor Executive Vice President and Chief Operating
Officer
Daniel R.SinK ..o vcvvee e 40 Executive Vice President and Chief Financial Officer

Set forth below are descriptions of the backgrounds of each of our executive officers, other than Alvin E. Kite, Jr.
and John A. Kite, whose positions and backgrounds are described above.,

Thomas K. McGowan has been our Senior Executive Vice President and Chief Operating Officer since 2007.
Previously, he was Executive Vice President and Chief Operating Officer since our initial public offering in August
2004. Mr. McGowan also had been Executive Vice President and one of the partners of Kite Companies since 1995. He
ts primarily responsible for new project development, land acquisition, real estate property management and general
operational and organizational functions of the development and construction groups. Before joining Kite Companies,
Mr. McGowan worked eight years for real estate developer Mansur Development Corporation. In his 20 years in the
real estate development business, Mr. McGowan has coordinated the development of shopping centers, Class A office
buildings, medical facilities, industrial buildings, planned unit developments, and full service hotels,

Daniel R. Sink has been our Executive Vice President and Chief Financial Officer since 2007. Previously, he was
Senior Vice President and Chief Financial Officer since our initial public offering in August 2004, Mr, Sink had been
the Chief Financial Officer of Kite Companies since 1999. His responsibilities include overseeing the real estate finance
area, corporate accounting, corporate tax planning, financial budgeting and administration. From 1989 through 1999,
Mr. Sink was employed by Olive, LLP (which subsequently merged into BKD, LLP), one of the fifteen largest
accounting firms in the country, acting as a tax specialist in charge of the tax consulting for the central Indiana real
estate/construction group. Mr. Sink is a Certified Public Accountant.

INFORMATION REGARDING CORPORATE GOVERNANCE AND
BOARD AND COMMITTEE MEETINGS

Committee Charters and Corporate Governance Documents

Our Board of Trustees maintains charters for all Board committees. In addition, our Board of Trustees has adopted
a written set of corporate governance guidelines, a code of business conduct and ethics and a code of cthies for our
principal executive officer and senior financial officers. To view our committee charters, corporate governance
guidelines, code of business conduct and ethics and code of ethics, please visit our website at www.kiterealty.com. Each
of these documents is also available in print to any shareholder who sends a written request to such effect to Investor
Relations, Kite Realty Group Trust, 30 S. Meridian Street, Suite 1100, Indianapolis, Indiana 46204.
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Independence of Trustees

NYSE listing standards require NY SE-listed compantes to have a majority of independent board members and a
nominating/corporate governance committee, compensation committee and audit committee, each comprised solely of
independent trustees. Under the NYSE listing standards, no trustee of a company qualifies as “independent” unless the
board of trustees of the company affirmatively determines that the trustee has no material relationship with the company
{either directly or as a partner, shareholder or ofﬁéer of an organization that has a relationship with such company). In
addition, the NYSE listing standards contain the f;o]]owing further restrictions upon a listed company’s trustee
independence: |

\

* atrusiee who is an employee, or whose immediate family member is an executive officer, of the listed
company is not independent until three years after the end of such employment relationship;

® atrustee who has received, ot has an immediate family member who has received, during any twelve-
month period within the last three years, more than $100,000 in direct compensation from the listed
company, other than trustee and committee fees and pension or other forms of deferred compensation for
prior service (provided such compcn:sation is not contingent in any way on continued service), is not
independent;

® atrustee who is, or whose :mmediate family member is, a current partner of a firm that is the company’s
internal or external auditor is not 1ndependent a trustee who is a current employee of such a firm is not
independent; a trustee who has an 1m|med1ate family member who is a current employee of such a firm and
who participates in the firm’s audit, dssurance or tax compliance (but not tax planning) practice is not
independent; and a trustee who was, Lor whose immediate family member was, within the last three years
(but is no longer) a partner or employee of such a firm and personally worked on the listed company’s
audit within that time is not independ;enl;

®  atrustee who is employed, or whose ‘immediatc family member is employed, as an executive officer of
another company where any of the listed company’s present executive officers at the same time serve or
served on the other company’s compensation committee is not independent until three years after the end

of such service or the employment relationship; and

® atrustee who is an executive officer or an employee, or whose immediate family member is an executive
officer, of another company that has made payments to, or received payments from, the listed company for
property or services in an amount which, in any of the last three fiscal years, exceeds the greater of $1

million, or 2% of such other compam'(’s consolidated gross revenues, is not independent.
!

Our Board of Trustees has evaluated the statusi of each trustee and has affirmatively determined after broadly
considering all facts and circumstances that each of William E. Bindley, Dr. Richard A. Cosier, Eugene Golub, Gerald
L. Moss and Michael L. Smith is “independent,” as such term is defined in the NYSE’s listing standards. Each of
Messrs. Bindley, Cosier, Golub, Moss and Smith has no known relationship with the Company. John A. Kite is not
independent as he is an employee of the Company %md is Alvin E. Kite, Jr.’s son. Alvin E. Kite, Ir. is not independent
as he 1s an employee of the Company and is John A. Kite’s father.

|

Lead Trustee

Our Board of Trustees established the posili0n|0f“]ead” independent trustee in connection with our initial public
offering in August 2004. The icad trustee is selccted on an annual basis by the Board of Trustees from among the
independent trustees. William E. Bindley currently Serves as our lead independent trustee. The role of the lead trustee is
to serve as liaison between {a) the Board of Trusteels and management, including the Chief Executive Officer, (b)
independent trustees and (c) interested third parties and the Board of Trustees.

Executive Sessions of Nen-Management Trustee?

|
Pursuant to our corporate governance guidelineis and the NYSE listing standards, in order to promote open
discussion among non-management trustees, our Board of Trustees devotes a portion of each regularly scheduled Board
meeting to executive sessions without management participation. In addition, our corporate governance guidelines
provide that if the group of non-management trusteés includes trustces who are not independent, as defined in the
NYSE’s listing standards, at least one such executive session convened per year shalt include only independent trustees.

The lead trustee presides at these sessions. |
[

L
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Communications with the Board

Shareholders and other interested parties may communicate with the Board by communicating directly with the
presiding lead trustee by sending any correspondence they may have in writing to the “Lead Trustee” c/o Chief
Financial Officer of Kite Realty Group Trust, 30 S. Meridian Street, Suite 1100, Indianapolis, Indiana 46204, who will
then directly forward such correspondence to the lead trustee. The lead trustee will decide what action should be taken
with respect to the communrication, including whether such communication should be reported to the Board of Trustees.

Board Meetings

During 2007, the Board of Trustees met four times, including telephonic meetings. Each trustee attended all Board
and applicable committee meetings on which he served during his period of service. Trustees are expected to attend, in-
person or by telephone, all Board meetings and meetings of committees on which they serve. In addition, pursuant to
our corporate governance guidelines, trustees are expected to attend the Company’s annual meetings of shareholders.
Last year, all of our trustees attended the annual meeting of sharcholders.

Board Committees

The Board of Trustees has a standing Audit Committee, Compensation Committee and Corporate Governance and
Nominating Committee. All members of the committees described below are “independent” of the Company as that
term is defined in the NYSE’s listing standards.

The table below provides membership information for each of the Board committees as of March 20, 2008:

Corporate Governance

Name Audit Compensation and Nominating
William E. Bindley ......ocooiniieccieneineine s X* X
Dr. Richard A. Cosier X X
Eugene Golub.......ooor e X
Gerald L. MOSS....cooiiiiiie et X X*
Michae! L. Smith X* X

*  Committee Chairman

Audit Commitiee
The principal purpose of the Audit Committee is to assist the Board of Trustees in the oversight of:

s the integrity of our financial statements;

¢ our compliance with legal and regulatory requirements;

s the qualification, performance and independence of our independent auditors; and
» the performance of our internal audit function.

The Audit Committee is directly responsible for the appointment, compensation, retention and oversight of the
work of our independent auditors and is also responsible for reviewing with our independent auditors any audit
problems or difficulties they have encountered in the course of the audit work. The Audit Committee is also charged
with the tasks of reviewing our financial statements, any significant financial reporting issues and any major issues as to
the adequacy of internal control with management and our independent auditors.

Our Audit Committee’s written charter requires that all members of the committee mect the independence,
experience, financial literacy and expertise requirements of the NYSE, the Sarbanes-Oxley Act of 2002, the Securities
Exchange Act of 1934, as amended, or Exchange Act, and applicable rules and regulations of the Securities and
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Exchange Commission, or SEC, all as in effect from time to time. All of the members of the Audit Committee meet the
forcgom;, requirements. The Board of Trustees has determined that Michael L. Smith is an “audit commirttee financial

expert” as defined by the rules and regulations of the SEC.
|

Our Audit Committee’s charter and the corpolrare governance rules of the NY SE require that in the event a trustee
simultaneously serves on the audit committee of rhore than three public companies, the Board of Trustees must
determine that such simultaneous service would nlm impair the ability of that member to effectively serve on our Audit
Committec and disclose that determination. M:chael L. Smith currently serves on the audit committees of five public
companies. In accordance with our Audit Committee’s charter and the corporate governance rules of the NYSE, the
Board of Trustees has determined that serving on h total of five audit committees does not impair Mr. Smith’s ability to
effectively serve on our audit committee. l

!
During 2007, the Audit Committee met five times, including telephonic meetings.

Compensation Committee |
I
The principal purposes of the Compensation Committee are to:

* review and approve our corporate go‘,als and objectives with respect to the compensation of our Chief
Executive Officer, evaluate the Chief Executive Officer’s performance in light of those goals and
objectives, and determine and apprm{e either as a committee or with the Company’s other independent
trustees, as directed by the board, the appropriate level and structure of the Chief Executive Officer’s
compensation,

» determine and approve, either as a commlttec or together with our other independent trustees, as directed
by the board, the compensation of thc other executive officers;

» make recommendations to the Board of Trustees regarding compensation of trustees;

s recommend, implement and administer our incentive and equity-based compensation plans;

+ oversee and assist the Company in priepan'ng the Compensation Discussion and Analysis for inclusion in
the Company’s proxy statement and/or annual report on Form 10-K;

» provide for inclusion in the Company’s proxy statement a description of the processes and procedures for
the consideration and determination of executive and trustee compensation; and

* preparc and submit for inclusion in tl{e Company’s proxy statement and/or annual report on Form 10-K a
Compensation Committee Report.

|

The compensation for our named executive officers is comprised of three principal components: base salary, annual
incentive compensation and share-based incentive awards. Total compensation also includes health, disability and life
insurance and certain perquisites. At its first regula{trly scheduled meeting each year, the Compensation Committee
evaluates the components of each named executive, officer’s total compensation. Typically, the Chief Executive Officer
makes compensation recommendations to the Compensation Committee with respect to the named executive officers
who report to him. Such named executive officers ‘are not present at the time of these deliberations. The Compensation
Committee may accept or reject such recommendations and also makes the sole determination of the compensation for
the Chief Exccutive Officer and Chairman of the Btoard. The Compensation Committee may utilize the services of a
compensation consultant from time to time. For example, in 2006 the Compensation Committee retained Watson,
Wryatt & Company to provide suggestions regarding the design of a long-term incentive program for 2007 and beyond,
which the Compensation Committee took into acco:um when it considered incentive awards for 2007 performance.

|
The Compensation Committee does not dclcg,ate any aspects of making share-based incentive award grants to
Company employees, although it reserves the right to authorize the Chief Executive Officer to approve such grants to
lower level employees in the future. i

During 2007, the Compensation Committee méTt four times, including telephonic meetings,
i
Corporate Governance and Nominating Commitice

The principal purposes of the Corporate Goverrllance and Nominating Committee are to:

TP . [
e identify individuals that are qualified to serve as trustces;
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¢ recommend such individuals to the Board of Trustees, either to fill vacancics that occur on the Board of
Trustees from time to time or in connection with the selection of trustee nominees for each annual meeting
of shareholders;

¢ periodically assess the size of the Board of Trustees to ensure it can effectively carry out its obligations;

¢ develop, recommend, implemnent and monitor our corporate governance guidelines and our codes of
business conduct and ethics;

e oversee the evaluation of the Board of Trustees and its committees and management;
ensure that we are in compliance with all NYSE corporate governance listing requirements; and

s review and evaluate potential related party transactions in accordance with policies and procedures
adopted by the Company from time to time.

The Board of Trustees has adopted a policy to be used for considering potential trustee candidates to further the
Corporate Governance and Nominating Committee’s goal of ensuring that our Board of Trustees consists of a
diversified group of qualified individuals that function effectively as a group. The policy provides that qualifications
and credentials for consideration as a trustee nominee may vary according to the particular areas of expertise being
sought as a complement to the existing composition of the Board of Trustees. However, at a minimum, candidates for
frustee must possess:

(1) high integrity;
(2) an ability to exercise sound judgment;
(3) an ability to make independent analytical inquiries;

(4) awillingness and ability to devote adequate time and resources to diligently perform Board duties; and

(5} areputation, both personal and professional, consistent with the image and reputation of the Company.

In addition to the aforementioned minimum qualifications, the Corporate Governance and Nominating Committee
also believes that there are other qualities and skills that, while not a prerequisite for nomination, should be taken into
account when considering whether to recommend a particular person. These factors include:

(1) whether the person possesses specific expertise in the real estate industry and familiarity with general issues
affecting the Company’s business;

(2) whether the person’s nomination and election would enable the Board of Trustees to have a member that
qualifies as an “audit committee financial expert” as such term is defined by the SEC;

(3) whether the person would qualify as an “independent” trustee under the NYSE’s listing standards and our
corporate governance guidelines;

(4) the importance of continuity of the existing composition of the Board of Trustees; and

(5) the importance of a diversified Board membership, in terms of both the individuals involved and their various
expericnces and areas of expertise,

The Corporate Governance and Nominating Committee will seek to identify trustee candidates based on input
provided by a number of sources, including (a) Corporate Governance and Nominating Committee members, (b) other
members of the Board of Trustees and (c) shareholders of the Company. The Corporate Governance and Nominating
Committee also has the authority to consult with or retain advisors or search firms to assist in the identification of
qualified trustee candidates; however, we do not currently employ a search firm, or pay a fee to any other third party, to
locate qualified trustee candidates.

As part of the identification process, the Corporate Governance and Nominating Committee will evaluate the skills,
expertise and diversity possessed by the current Board of Trustees, and whether there are additional skills, expertisc or
diversity that should be added to complement the composition of the existing Board of Trustees. The Corporate
Governance and Nominating Committee may consult with other members of the Board of Trustees in connection with
the identification process. The Corporate Governance and Nominating Committce also will take into account the
number of trustces expected to be elected at the next annual meeting, and whether existing trustees have indicated a
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willingness to continue to serve as trustees if re-n;ominated Once trustee candidates have been identified, the Corporate
Governance and Nominating Committee will then evaluate each candidate in light of his or her qualifications and
credentials, and any additional factors that the Corporate Governance and Nonmunating Committee deems necessary or
appropriate. Existing trustees who are being conSLIdered for renomination will be re-evaluated as part of the Corporate
Governance and Nominating Committee’s process of recommending trustee candidates. All candidates submitted by

shareholders will be evaluated in the same manner as all other trustee candidates, provided that the procedures sct forth
in our bylaws have been followed.

After completing the identification and evaluation process described above, the Corporate Governance and
Nominating Committee will recommend to the Board of Trustees the nomination of a number of candidates equal to the
number of trustee vacancies that will exist at the annual meeting of sharcholders. The Board of Trustees will then select
the Board’s trustee nominees for shareholders to consider and vote upon at the shareholders’ meeting.

i

For nominations for election to the Board of Trustees by a shareholder, the shareholder must comply with the
advance notice provisions and other requirements of Article 11, Section 13 of our bylaws. These notice provisions
require that the shareholder must have given timely notice thereof in writing to our Secretary. To be timely, a
shareholder’s notice must be delivered to our Secretary at our principal executive office not less than 90 days nor more
than 120 days prior to the first anniversary of the date of mailing of the notice for the preceding year’s annual meeting.
In the event that the date of the mailing of the noti‘lce for the annual meeting is advanced or delayed by more than 30
days from the first anniversary of the date of the mailing of the notice for the preceding year’s annual meeting, notice by
the shareholder to be timely must be delivered not;less than 90 days nor more than 120 days prior to the date of mailing
of the notice for such annual meeting or the 10th day following the day on which public announcement of the date of
mailing of the notice for such meeting is first made by us. The sharcholder’s notice must set forth;

(1) asto cach person that the sharcholder proposes to nominate for election or reclection as a trustee (a) the name,
age, business address and residence address bf such person, (b) the class and number of shares of beneficial
interest of Kite Realty Group Trust that are t?eneﬁcmlly owned or owned of record by such person and (c) all
other information relating to such person that is required to be disclosed in solicitations of proxies for election of
trustees in an election contest (even if an election contest is not involved), or is otherwise required pursuant to
Regulation 14A (or any successor provision) under the Exchange Act; and

(2) as to the sharcholder giving the notice and each beneficial owner, if any, on whose behalf the nomination is
made, (a) the name and address of such shareholder as they appear on our share ledger and current name and
address, if different, of such beneficial owner and (b) the class and number of shares of each class of beneficial
interest of Kite Realty Group Trust which are owned beneficially and of record by such shareholder and owned
beneficially by such beneficial owner. !

|
I
During 2007, the Corporate Governance and Nominating Committec met five times, including telephonic meetings.
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PROPOSAL 2: RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED ACCOUNTING
FIRM

The Audit Committee of our Board of Trustees has appointed Emnst & Young LLP as our independent auditors for
the fiscal year ending December 31, 2008. After careful consideration of the matter and in recognition of the importance
of this matter to our shareholders, the Board of Trustees has determined that it is in the best interests of the Company
and our shareholders to seek the ratification by our sharcholders of our audit committee’s selection of our independent
registered public accounting firm. A representative of Emnst & Young LLP will be present at the annual meeting, will
have the opportunity to make a statement if they so desire and will be available to respond to appropriate questions.

Vote Required and Recommendation

The affirmative vote of the holders of a majority of all the votes cast at the annual meeting with respect to the
matter is necessary for the approval of proposal 2. For purposes of approving proposal 2, abstentions and other shares
not voted (whether by broker non-vote or otherwise) will not be counted as votes cast and will have no effect on the
result of the vote. Even if the appointment of Emnst & Young LLP as our independent registered public accounting firm
is ratified, our Board of Trustees and the audit committee may, in their discretion, change that appointment at any time
during the year should they determine such a change would be in our and our sharcholders’ best interests. In the event
that the appointment of Ernst & Young LLP is not ratified, the audit committee of our Board of Trustees will consider
the appointment of another independent registered public accounting firm, but will not be required to appoint a different
firm.

OUR BOARD OF TRUSTEES RECOMMENDS A VOTE “FOR” THE RATIFICATION OF THE
SELECTION OF ERNST & YOUNG LLP AS THE COMPANY’S INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM FOR THE YEAR ENDED DECEMBER 31, 2008.

Relationship with Independent Registered Public Accounting Firm
Fees

Our consolidated financial statements for the year ended December 31, 2007 have been audited by Emst & Young
LLP, which served as our independent registered public accounting firm for the last fiscal year.

The following summarizes the fees billed by Emst & Young LLP for services performed for the years ended
December 31, 2007 and December 31, 2006:

2007 2006
AUIE FES ..ottt et s et e et vraet e et saras st ranees $ 573,000(1) $ 613,000(1)
AUI-Related FEes.... ..ot ertr et —
TAX FEES ..ot ees e s e te s e e e raearassan e e b e e e et e saee saeas — —
ATL OGN FEES.....ovieiieiceie ettt a sttt st st asas st sate st asassrasasores — —
TOMAL ..ottt arae s s $ 573,000 $ 613,000

(1)  Audit Fees for 2007 and 2006 represent fees for the audit of the financial statements, the attestation on
management’s annual report on internal control over financial reporting and the effectiveness of internal control
over financial reporting and services associated with SEC registration statements,

All audit services provided by Emst & Young LLP to us since we became a public company have been pre-
approved by the Audit Committce, cither pursuant to the Audit Committee’s Audit and Non-Audit Services Pre-
Approval Policy or through a separate pre-approval by the Audit Committee.,

-11 -




i
\
[
|
Pre-Approval Policies and Procedures I

The Audit Committee’s policy is to review ar;d pre-approve either pursuant to the Audit Committee’s Audit and
Non-Audit Services Pre-Approval Policy or through a separate pre-approval by the Audit Committee, any engagement
of the Company’s independent auditor to provide any permitted non-audit service to the Company. The Audit
Committee has delegated authority to its chairman to pre-approve engagements for the performance of audit and non-
audit services, for which the estimated cost for such services shall not exceed $150,000. The chairman must report all

pre-approval decisions to the Audit Committee at its next scheduled meeting and provide a description of the terms of
the engagement. l

PROPOSAL 3: APPROVAL OF THE K:ITE REALTY GROUP TRUST 2008 EMPLOYEE SHARE
ll’URCHASE PLAN

This section provides a summary of the terms|of the Kite Realty Group Trust 2008 Employce Share Purchase Plan
(the “Plan”) and the proposal to adopt the Plan. |

The Board of Trustees approved the Plan, subject to approval of shareholders at the Company’s next annual
meeting. We are asking our shareholders to approve the adoption of the Plan as we believe it will be a valuable tool in
motivating our employees and encouraging ownership in the Company. The purpose of the Plan is to enable eligible
employees and trustees of the Company or any of its participating affiliates, through payroll deductions or periodic cash
payments, to purchase our common shares, to incr¢ase the employees' interest in our growth and success and encourage
employees to remain in the employ of the Company or its participating affiliates, There are currently no participants in
the Plan. Because participation in the Plan is subject to the discretion of cach eligible employee, the benefits or amounts
that will be received by any participant or groups c;‘f participants if the Plan is approved are not currently determinable.
As of the record date, there were approximately 130 employees, four executive officers, and five independent trustees of
the Company and its subsidiaries who would be e]igible to participate in the Plan.

The description of the Plan’s principal provisi([ms are presented below. This summary is not complete and is
qualified in its entirety by the terms of the Plan, which is attached to this proxy statement as Exhibit A.

Description of the Plan |
|

A total of 500,000 common shares are avallable for purchase by eligible employees of the Company or any of its
participating affiliates under the Plan. The common shares issuable under the Plan may be authorized but unissued
shares or shares purchased on the open market.

The Plan permits eligible employees to elect t ) have a portion of their salary deducted by the Company to purchase
our common shares (not less than §20.00 deductions each pay period). The Plan also permits eligible employees and
trustees to make periodic cash payments to purchas‘c our comimon shares. Common shares may be purchased at the end
of each period, known as an offering period, at up to a 5% discount, at the discretion of our Compensation Committee.
If the adoption of the Plan is approved by the shareholders the first offering period is expected to begin June 1, 2008,

. Administration & Interpretation. The P.]an will be admintstered under the direction of the Compensation
Committee. Subject to the express provisions of the Plan, the Compensation Committee will have authority
to interpret the Plan, to prescribe, amen‘d and rescind rules relating to it, and 1o make all other
determinations necessary or advisable in administering the Plan, all of which determinations will be final
and binding upon all persons. No membcr of the Board or the Compensation Committee shall be liable for

any action or determination made in good faith with respect to the Plan.

. Eligible Emplovees. Any employee of tlhe Company or any of its participating affiliates may participate in
the Plan, except the following, who are ineligible to participate: {(a) an employee who has been employed by
the Company or any of its participating fafﬁliatcs for less than 90 days as of the beginning of an offering
period; (b) an employee whose customary employment is less than 20 hours per week; and {(c) an employee
who, after exercising his or her rights toI purchase shares under the Plan, would own common shares
(including shares that may be acquired under any outstanding options) representing five percent or more of
the total combined voting power of all classes of shares of the Company. The Compensation Committee
may at any time in its sole discretion, if ;it deems it advisable to do so, terminate the participation of the
employees of a particular participating qfﬁliate.




Purchase Limitation. Notwithstanding any other provision of the Plan, no employee or trustee may purchase
in any one calendar year under the Plan common shares having an aggregate fair market value in excess of
$25,000.

Issuance of Common Shares and Sale of Plan Shares. On the last trading day of the purchase period, a
participating employee will be credited with the number of common shares purchased for his or her account
under the Plan during such purchase period. Shares purchased under the Plan will be held in the custody of
an agent appointed by the Compensation Committee. The Compensation Committee will have the right to
require that participating employees abstain from selling or otherwise transferring common shares
purchased pursuant to the Plan for a period lasting up to six months from the date the shares were
purchased.

Participation Adjustment. If in any purchase period the number of unsold shares that may be made available
for purchase under the Plan is insufficient to permit exercise of all rights deemed exercised by all
participating employees, a participation adjustment will be made, and the number of shares purchasable by
alt partictpating employces will be reduced proportionately. Any funds then remaining in a participating
employee's account after such exercise will be refunded to the employce.

Termination of Participation. A panticipating employee will be refunded all moneys in his or her account,
and his or her participation in the Plan will be terminated if either (a) the Board elects to terminate the Plan,
ot (b) the employce ceases to be eligible to participate in the Plan. As soon as practicable following
termination of an employee's participation in the Plan, the Company will deliver to the employee a check
representing the amount in the employee's account and a share certificate representing the number of whole
shares held in the employee's account. Once terminated, participation may not be reinstated for the then
current offering period, but, if otherwise eligible, the employce may elect to participate in any subsequent
offering period.

Term and Termination of the Plan. The Board may terminate the Plan at any time and for any reason or for
no reason, provided that such termination shall not impair any rights of participating employees that have
vested at the time of termination.

Amendment of the Plan. The Board may, at any time, amend the Plan in any respect; provided, however,
that without approval of the sharehelders of the Company no amendment shall be made (a) increasing the
number of shares that may be made available for purchase under the Plan or {b) changing the eligibility
requirements for participating in the Plan. No amendment may be made that impairs the vested rights of
participating employees.

Governmental Regulation. The Company's obligation to issue, sell and deliver common shares pursuant to
the Plan is subject to such approval of any governmental authority and any national securities exchange or
other market quotation system as may be required in connection with the authorization, issuance or sale of
such shares.

Shareholder Rights. Any dividends paid on shares held by the Company for a participating employee's
account will be ransmitted to the employee. The Company will deliver to each participating employee who
purchases common shares under the Plan, as promptly as practicable by mail or otherwise, all notices of
meetings, proxy statements, proxies and other materials distributed by the Company to its shareholders, Any
commeon shares held by the Agent for an employee's account will be voted in accordance with the
employee's duly delivered and signed proxy instructions, There will be no charge to participating employees
in connection with such notices, proxies and other materials.

Rule 16b-3. Transactions under this Plan are intended to comply with all applicable conditions of Rule
16b-3 or any successor provision under the Securities Exchange Act of 1934, as amended. If any provision
of the Plan or action by the Board fails to so comply, it shall be deemed null and void to the extent permitted
by law and deemed advisable by the Board. Morcover, in the event the Plan does not include a provision
required by Rule 16b-3 to be stated herein, such provision (other than one relating to eligibility
requirements, or the price and amount of awards) shall be deemed automatically to be incorporated by
reference into the Plan,

Payment of Plan Expenses. The Company will bear all costs of administering and carrying out the Plan,
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Yote Required and Recommendation i

The affirmative vote of the holders of a majority of all the votes cast at the annual meeting with respect to the
matter is necessary for the approval of proposat 3. For purposes of approving proposal 3, abstentions and other shares
not voted (whether by broker non-vote or otherwise) will not be counted as votes cast and will have no effect on the
result of the vote. !

'

COMPENSATION DISCUSSION AND ANALYSIS

|
!

Compensation Philosophy and Objectives |
Our compensation program is designed to attract and retain outstanding executives, to reward them for superior
performance and to ensure that compensation prox%ided to them remains competitive relative to the compensation paid to
similarly-situated executives at comparable publicly-traded REITs. The program is designed to reward both short- and

long-term performance with the intention of alignihg the interests of our senior executives and those of our
shareholders. To affect this objective, a substantlal portion of compensation is paid only to the extent that performance
meets or exceeds pre-established corporate and individual goals that we believe will enhance shareholder value over the
long-term. To that end, we believe that the compefnsatlon packages we provide to our named executive officers should
include both cash and share-based incentive compensation that rewards performance as measured against these pre-
established corporate and individual goals.

We believe that the overall compensation of o!ur senior executives primarily should reflect their accomplishments
as a management team in achieving established key operating objectives. We also believe that the achievement of these
key objectives will ultimately enhance shareholdcr} value as reflected in an increased market price of our shares. We
believe that the compensation of our senior executives should not be based on the short-term performance of our shares,
whether favorable or unfavorable. In this regard, the restricted shares granted to our senior executives vest over a
service pertod ranging from three to five years. We believe that the long-term price of our shares will reflect our
operating performance, which is indicative of the management of the company by our scnior executives. Our senior
executives also are subject to the downside risk of El decrease in the value of their compensation in the event that the
price of our common shares decline. !

The Compensation Committee (for purposes of this section, the “Committee”) of the Board of Trustees has
responsibility for establishing, implementing and continually monitoring adherence with the Company’s compensation
philosophy as applied to the Chairman of the Board of Trustees, President and Chief Executive Officer, Senior
Executive Vice President and Chief Operating Officer and Executive Vice President and Chief Financial Officer, who
constitute our “named executive officers”. For more information related to the processes and procedures of the
Committee in determining the compensation for our named executive officers, inctuding the role of any executive
officer in this process, see “Information Regardmg Corporate Governance and Board and Committee Meetings — Board
Committees — Compensation Committee,” above. '

Compensation Consultant and Peer Group w

Beginning in 2006, the Committee engaged Wgtson Wyatt & Company, a nationally recognized compensation
consulting firm, to provide suggestions regarding the design of a long-term incentive program for 2007 and beyond,
which the Committee took into account when it considered incentive awards for 2007 performance.

In making compensation decisions, the Commi;ttee periodically compared the Company’s compensation programs
and performance to certain peer group companies. iThese peer group companies, (who were recommended by Watson
Wyatt & Company as our peers,) were: Kimco Realty Corporation; Federal Realty Investment Trust; Developers
Diversified Realty Corporation; Acadia Realty Trust; Regency Centers Corporation; Weingarten Realty Investors;
Inland Real Estate Corporation; Cedar Shopping Centets, Inc.; Ramco-Gershenson Properties Trust; and Equity One,
Inc. (the “Peer Group™). In addition, when making compensation decisions, the Committee also compares the total
return on investment of our common shares to that of the return on an investment in the NAREIT All Equity Index and

the S&P 500 Index.

.14 -




Components of Executive Compensation

The following describes the components of compensation that form the basis for the Committee’s compensation
decisions for 2007, including why we pay each component and how the Committee determined the amounts to pay our
named executive officers.

Base Salaries

Base salaries are intended to provide our named executive officers with a fixed and certain amount of compensation
for services provided. The Committee determines the base salary level of our named executive officers by cvaluating,
among other things, the responsibilities of the position held, the experience of the individual and the salaries of
similarly-situated employees in the Peer Group. Base salaries for named executive officers typically are established in
the first quarter of the year and made effective as of April .

Each of our named executive officers has an employment agreement with the Company. Each employment
agreement prohibits the executive’s base salary from being reduced by us during the term of the agreement. Thus, each
named executive officer’s prior year’s salary effectively serves as a minimum requirement for the named executive
officer’s salary for the ensuing year. The Committee has complete discretion to determine whether an increase in a
named executive officer’s base salary is merited,

In February 2007, the Committee approved increases of 5% in base salaries for our named executive officers (other
than Mr. Alvin E. Kite, Jr., our Chairman), as set forth in the following table:

2006 Base 2007 Basce Yo
Name Title Salary Salary Change
Alvin E. Kite, Jr....ocvvvven. Chairman of the Board $ 150,000 § 150,000 0.0%
John A, Kite oeeeeeeieeeeeeens President and Chief Executive Officer $ 345000 § 362,250 5.0%
Thomas K. McGowan......... Senior Executive Vice President of Development and
Chief Operating Officer $ 290,000 § 304,500 5.0%
Daniel R, Sink ....c.oovvvvverennn. Executive Vice President and Chief Financial Officer § 240,000 § 252,000 5.0%

The Committee viewed the increase as an important retention tool, not only with respect to the named executive
officers but also for our other senior managers, all of whom also received salary increases.

The Committee did not increase the base salary of Mr, Alvin E. Kite, Ir. in 2007, which salary was originally
established in August 2004 at the time of the Company’s initial public oftering. In making this determination, the
Committee considered, in part, the substantial equity position that Mr. Kite has in the Company. In March 2008, the
Committee determined to increase Mr. Kite’s base salary to $300,000 per year, which equals the amount Mr. Kite has
received in aggregate salary and bonus for 2006 and 2007, with the expectation that no annual bonus will be paid to Mr.
Kite in the future.

Annual Incentive Awards and Related Discretionary Bonuses
Our Bonus Plan

We have adopted an Executive Bonus Plan (the “Bonus Plan”) to provide for bonuses to motivate and reward the
Company’s named executive officers. Under the Bonus Plan, the Committec approves in advance the performance
targets that will determine any bonus awarded to each named executive officer, other than Mr. Alvin E. Kite, Jr,, to the
extent that the targets are ultimately attained. Awards of all bonuses under the Bonus Plan are subject to the final
approval of the Committee after the performance targets that determine such bonus are measured. Historically, the
Committee has determined the bonus for Mr. Alvin E. Kite, Jr. on a discretionary basis each year, and any such bonus
has not been tied to any pre-established performance targets.
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Bonus Plan Performance Targets and Award Formula
|

For 2007, the Committee determined that bonuses would be based on (i) a financial target and (ii} certain operating
targets. The 2007 financial target was Funds From Operations (FFO) per share, a widely-accepted supplemental
mcasure of REIT performance established by the National Association of Real Estate Investment Trusts. The operating
targets were the consummation of certain qua]ifyir:lg acquisitions and/or development projects. The Bonus Plan award
calculation for Messrs. John A. Kite, McGowan and Sink was weighted 70% for our annual FFO results, 10% for
accretive acquisitions and 20% for qualifying development projects. The Bonus Plan award formula is weighted more
heavily towards achievement of the FFO target, which is objective and easily measurable. The relative weight given to
the targets is consistent with the Committee’s view that Messrs. John A. Kite, McGowan and Sink are principally
accountable for the company's financial performance as a whole and, to a lesser degree, for effecting successful
acquisitions and development projects.

In early 2007, the Committee established FFQ targets that ranged from $1.18 per share to $1.31 per share or higher.
With respect to the consummation of acquisitions, the Committee established targets ranging from $45 mitlion to $91
miltion or higher. In order for an acquisition to have been counted toward reaching the target, it must have been
projected to be accretive to our earnings in the se(:('md year after the acquisition. For certain qualifying development
project starts, the Committee established targets rangmg, from $75 million to $121 million or higher.

|

For cach of these three performance targets, the Committee established “threshold,” “target,” “superior” and
“outperformance” bonus levels based on where thc{ results fell within the established ranges. Depending on what bonus
level was attained, the named executive officer received a bonus expressed as a multiple of his base salary. For
exaniple, if the “threshold” level for a performance target was reached, a named executive might receive a bonus of
30% of his base salary, while if the * outperformance level was reached, the bonus might increase to 125% of his base
salary. For Mr. John A. Kite, this range was 50% to 200% of base salary; for Mr. McGowan, the range was 40% to
175%,; and for Mr. Sink, the range was 30% to 125% In 2007, FFO was attained at the “target” level, the minimum
threshold for acquisitions was not attained and development project starts were attained at the “threshold” level. These
results for FFO, acquisitions and development project starts resulted in bonus awards for the named executive officers
in the following amounts: Mr. John A. Kite, $289, 800; Mr. McGowan, $194,880; and Mr. Sink, $129,780.

The Committee made their final approval of the 2007 bonuses in February 2008 and determined that 25% of
Messrs. John A. Kite, McGowan and Sink’s bonus Lwould be paid in restricted shares that would vest ratably over three
years from the date of issuance. The remaining 75% could be paid in cash, or in lieu of cash, the named executive
officer could elect to have that amount paid in additional restricted shares that would vest over three years from the date
of issuance. As an incentive to choose the additional restricted share grant instead of the cash bonus, the Commitiee
decided to grant a discretionary restricted share bonus equal to 40% of any additional restricted shares issued to an
executive officer at this election. This discretionar}E' restricted share award vested ratably over five years from the date
of issuance. Each named executive officer chose tohave his 2007 bonus paid entirely in restricted shares. By way of
example, Mr. John A. Kite earned a 2007 bonus of $289,800, 75% of which (or $217,350) he had the option to receive
restricted shares in lieu of cash. Mr. Kite chose to Ijeceive the restricted shares, and therefore he received additional
restricted shares with a valuc of $86,940 (40% multiplied by $217,350).

In the case of Alvin E. Kite, Jr., the Company’s Chairman, the Committee approved a discretionary bonus in the
amount of $150,000, all of which is payable in restricted shares that vest ratably over three years from the date of grant.
This bonus was awarded as a result of, among other, things, continued growth in FFO in 2007 and in recognition of Mr,
Kite’s role and responsibilitics as Chairman of the Company. In light of the increase in Mr. Kite’s salary for 2008, as
described above, the Committee does not anticipate 'that Mr. Kite will receive a bonus with respect to 2008,

The table below sets forth the aggregate bonus!paid to each named executive officer for 2007:

|
|
|
l
|

\
|
1
l
I
|
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2007 Awards Related to Our Bonus Plan

2007
Performance of Base Discretionary
Name Title Bonus Salary Bonus Total(1)
Alvin E. Kite, Jr. Chairman of the Board N/A N/A $150,000 S150,000
John A. Kite President and Chief Executive $289.800 R0% $86,940 $376,740
Officer
Thomas K. McGowan Senior Exceutive Vice 5194,880 64% 558,464 $253,344

President of Development and
Chief Operating Officer

Daniei R. Sink Executive Vice President and $129,780 52% $38934 $168.714
Chief Financial Officer

(1} Does not include additional share options that were issued to our named executive officers in March 2008 on a
discretionary basis that were unrelated to the Bonus Plan. See “Grant of Share-Based Incentive Compensation
Awards — 2007 Awards” below.

Grant of Share-Based Incentive Compensation Awardy

Types of Awards and Grant Procedures

All share-based compensation awards are granted by the Committee. The grant date of such awards is established
when the Committee approves the grant and all key terms have been determined. In some cases, the Committee may
select a future date as the grant date, so that the effective date of the grant is after the release of an earnings
announcement or other material news. For example, this year the Committee approved grants of restricted shares on
February 5, 2008, but since the Company was scheduled to release earnings on February 7, 2008, the Commiittee set a
grant date of February 12, 2008, so that the calculation of the number of restricted shares to be issued would reflect a
fulty-informed market price for our common shares. Consistent with its past practice, the Board established the pricing
date for these restricted shares to be the closing market price of the Company’s common stock on the NYSE on the date
preceding the date of grant. The Committee may from time to time authorize the Chief Executive Officer to approve
award grants to lower level employees. Any such grants are ratified by the Committee. The exercise price of the share
options granted, as required by our 2004 Equity Incentive Plan, is equal to the closing market price of the our common
shares on the NYSE on the date preceding the date of grant.

2007 Awards

As described in footnote 3 to the “Grants of Plan-Based Awards in 2007” table in “Compensation of Executive
Officers and Trustees™ below, in February 2007, the restricted share portion issued for 2006 performance was issued
and the named executive officers received the following number of shares (such shares being equal to the amount
earned by the executive officer divided by the closing price of our common stock on February 22, 2007): Mr. John Kite
received 6,053 restricted shares; Mr. McGowan received 4,911 restricted shares; and Mr. Sink received 3,129 restricted
shares. In addition, the Committee awarded each named executive officer restricted shares equal to 30% of the cash
value of the 2006 bonus that was paid to him in the form of restricted shares. The cash amounts for the named executive
officers translated into the following additional number of restricted shares: Mr. Alvin E. Kite, Jr. received 3,655
restricted shares; Mr. John A. Kite reccived 3,026 restricted shares; Mr. McGowan received 2,456 restricted shares; and
Mr. Sink received 1,564 restricted shares.

In addition to the restricted shares that were issued to the named executive officers with respect to 2007
performance as part of the Bonus Plan, as described above in “Annual Incentive Awards and Discretionary Bonuses —
Bonus Plan Performance Targets Award Formula,” the Committee approved an additional long-term equity incentive
compensation award to three of the named executive officers in March 2008. This particular award was made for the
first time in 2008 at the discretion of the Committee and was made in recognition of the Company’s 2007 performance.
In particular, the Committee considered (i) the Company’s growth in FFQ per share in comparison to the Peer Group in
2007 (in which the Company performed at the mid-point of the Peer Group), and {ii) the total return on an investment in
our common shares in 2007 as compared to the return on an investment in the NAREIT All Equity Index and the S&P
500 Index.
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After considering these factors, the Committee awarded an aggregate long-term incentive award to each of Messrs.
John A. Kite, McGowan and Sink equal to the am:ount of the bonus awarded to each such individual for 2007, or
$289,800 to Mr. John A. Kite, $194,880 to Mr. McGowan and $129,780 to Mr. Sink. These awards were payable in
restricted shares or share options, at the option of the recipient, with options being valued using a Black-Scholes
valuation methodology. Each of the individuals elected to receive share options, and as a result Mr. Kite was awarded
options to purchase 202,657 shares at an exercise price of $12.29 (the closing price on March 6, 2008, the day preceding
the date of the grant), Mr. McGowan was awarded options to purchase 136,280 shares, and Mr. Sink was awarded

options to purchase 90,755 shares. These options Lwill vest ratably over five years.

|
Change of Control Benefits |

Change of control provisions in our named executive officers’ employment agreements allow an executive to
terminate his employment agreement with us upor{ a change in control, triggering a payment and an acceleration of
certain rights. For a description of the material terr;ns and conditions of these agreements, see “Potential payments upon
termination or change-in-control” below. The use of this mechanism reflects our desire that the named executive
officers have the opportunity to fully recognize the value of their equity awards at the time of a change in control to the
same extent as our shareholders, We also believe it can be an important retention incentive during what can often be an
uncertain time for executives and provide such executwes with additional monetary motivation to complete a
transaction that our Board believes is in the best mtercsts of our shareholders.

L
Other Compensation Plans and Personal Benefits

We maintain a defined contribution plan (the “401(k) Plan™). All of our full-time employees are eligible to
participate in the 401(k) Plan and are permitted to contnbute up to the maximum percentage allowable without
exceeding the limits of Internal Revenue Code. All amounts deferred by a participant under the 401(k) Plan’s salary
reduction feature vest immediately in the pamupar]]t s account while contributions we may make vest over a period of
up to five years in the participant’s account. We may make “matching contributions” equal to a discretionary
percentage of up to three percent of a participant’s ‘Salary During 2007, we made “matching contributions™ totaling
$25,245 to the named executive officers. |

We periodically provide certain benefits to ouﬁ executive officers that we feel are important to attract and retain
talented executives. These benefits included the following in 2007: payments related to health care and life insurance
premiums, and an automobile allowance. These benefits provided to our named executive officers in 2007 are
described in the Summary Compensation Table, below. We do not offer defined benefit pension or supplemental
executive retirement plans to any of our employees'I

|
Tax Limits on Executive Compensation |

Section 162(m) of the Internal Revenue Code of 1986, as amended, prohibits publicly traded companies from
taking a tax deduction for compensation in excess of $1 million, paid to the chief executive officer or any of its three
other most hlghly compensated executive officers (excludmg, the chief financial officer) for any fiscal year who are
referred to as “covered employees™ under Section 162(m) Certain “performance-based compensation™ is excluded from
this $1 million cap. The Company believes, howeve'r, that because of the structure of the Company and its affiliates, it
does not have “covered employees” whose compen‘sation is subject to the $1 million deduction limit under Section
162(m). Since the Company qualifies as a REIT under the Internal Revenue Code and is generally not subject to Federal
income taxes, if compensation were required to (but did not} qualify for deduction under Section 162(m), the payment
of compensation that fails to satisfy the requirements of Section 162(m) would not have a material adverse consequence
to the Company, provided the Company continues tn‘:) distribute 100% of its taxable income. A larger portion of
shareholder distributions may be subject to federal i income tax expense as dividend income rather than return of capital,
and any such compensatlon allocated to the Company s taxable REIT subsidiaries whose income is subject to federal
income tax would result in an increase in income taxes due to the inability to deduct such compensation. Although the
Company will be mindful of the limits imposed by Section 162(m}), even if it is determined that Section 162(m) applies
or may apply to certain compensation packages, the'Company nevertheless reserves the right to structure the
compensation packages and awards in a manner that may exceed the limitation on deduction imposed by Section
162(m).




COMPENSATION COMMITTEE REPORT

The Compensation Committee of the Company’s Board of Trustees has reviewed and discussed the Compensation
Discussion and Analysis required by Item 402(b) of Regulation S-K with management and, based on such review and
discussions, the Compensation Committee recommended to the Board that the Compensation Discussion and Analysis
be included in this Proxy Statement and incorporated by reference to the Company's Annual Report on Form 10-K for
the fiscal year ended December 31, 2007.

Respectfully submitted,
The Compensation Committee of the Board of Trustees

WIiLLIAM E. BINDLEY (Chairman)
EuGENE GoLuB
MICHAEL L. SMITH

The Compensation Committee Report does not constitute “soliciting material” and will not be deemed
“filed” or incorporated by reference into any of our filings under the Securities Act of 1933 or the Securities
Exchange Act of 1934 that might incorporate our SEC filings by reference, in whole or in part, notwithstanding
anything {o the contrary set forth in those filings.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

The members of the Compensation Committee of the Board of Trustees are William E. Bindley, Eugene Golub and
Michael L. Smith, each of whom is an independent trustee. None of these trustees, nor any of our exccutive officers,
serves as a member of the governing body or compensation committee of any entity that has one or mere executive
officers serving as a member of our Compensation Committee or our Board of Trustees.
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COMPENSATION OF EXECUTIVE OFFICERS AND TRUSTEES

The fellowing tables contain certain compensation information for our named executive officers. Named executive
officers consist of anyone who served as our Chief Executive Officer or Chief Financial Officer during the fiscal year,
and our other only two executive officers who earfied at least $100,000 in total compensation during 2007.

)

Suvmmary Compensation Table

The following table sets forth a summary of all compensation earned, awarded or paid in the fiscal year ended
December 31, 2007 and December 31, 2006 to the[named executive officers.

Non-Equity
Stock Option Incentive Plan All Other
Salary I Awards Awards Compensation  Compensation
Name and Principal Position Year m i {2) 2) 3) 4) Total
Alvin E, Kite, Jr,, Chairman ............ 2007 $ 150,000 15 98750 $ 30.000 $ — $ (8,013 $ 296,763
2006 3 150,000 [ $ 27.500 $ 30,000 $ — 5 16,348 $ 223.848
John A. Kite, President and Chief :
Executive Officer.......ccreeruene. 2007 $ 358,125 $ B89.425 S 40,000 5 —_ $ 25935 (5) % 513,485
2006 $ 340,000 ' § 29792 $ 40,000 $ 124,200 S 15829 $ 549,821
Thomas K. McGowan, Senior ‘i
Executive Vice President of
Development and Chief
Operating Officer........ooee. 2007 $ 300,875 | § 73639 $ 30.000 s — $ 27,683 (5) § 432247
2006 § 286,250 t 5 25208 $ 30,000 $ 100,775 $ 24,629 (5) § 466,862
Daniel R. Sink, Executive Vice
Prestdent and Chief Financial ||
OFfiCer e 2007 ¥ 249,000 !S 43,267 $ 20,000 3 —_ $ 27,580 (5) 5 341847
2006 $ 232,500 1% 15,278 $ 20,000 $ 64,200 § 24461 (5) § 356,439
(h “Salary” column represents total salary cared in fiscal years ended December 31, 2007 and December 31, 2006. All named exccutive
officers except Mr. Alvin A. Kite, Jr. reccived a salary increase cffective April 1, 2007.
|
(2) The amounts in “Stock Awards™ and “Option Awards™ ¢olumns reflect the dollar amount recognized by us for financial statement reporting

purposes for the fiscal years ended December 31, 2007 dnd December 31, 2006, in accordance with SFAS 123(R), of equity awards issued
pursuant o our Equity Incentive Plan, disregarding any estimates based on forfeitres relating to service-based vesting condittons (for each
year, to the cxtent that the compensation cost of the awards granted was recognized in our consolidated financial statements contained in our
Form 10-X for the relevant year). Assumptions used in the calculation of these amounts are included in Footnote 3 to the Company’s audited
financial statements for the fiscal year ended December 81, 2007, included in the Company's Annual Report on Form 10-K filed with the
Securities and Exchange Commission on March 17, 2(}0|S.

{3) The ameunts in “Non-Equity Incentive Plan Compensation” column reflect the annual cash incentive awards paid to our named exccutive
officers under our Bonus Plan in 2006 (representing 50% of the total award made to each named executive officers in 2006; the rematning
50% was settled in the form of restricted shares in February 2007). We did not pay any of our named executive officers annual cash incentive
awards for 2007 because all awards under the Bonus P]ah in 2007 were paid in the form of restricted shares. For information related to these

awards in 2007, see "Compensation Discussion and Ana|]ysis" above,

. . . } .
t4) The amount shown in “All Other Compensation™ column reflects for each named executive officer:
. . i .
+  the automobile allowance that we incurred for each named executive officer;
+  the value of premiums paid pursuant to health insura:ncc benefits provided by the Company; and
+ the value of premiums paid pursuant to life insuranctle benefits provided by the Company.

The amount attributable to each such perquisite or beneﬁll for each named executive officer does not exceed the greater of $25,000 or 10% of
the total amount of perquisites or benefits received by sth named executive officer.

(5} For Messrs. John A. Kite, McGowan and Sink, this amoulnt also includes matching contributions allocated by the Company pursuant to the
401(k) Plan.
|




Grant of Plan-Based Awards in 2007

The following table sets forth information concerning the grants of plan-based awards made to each named
executive officer in the fiscal year ended December 31, 2007.

Estimated Future Payouts Under Equity Incentive Plan . All Ot]‘IET . Il G
Awards (1} (2) Stock Awards: Full l"a‘nt
Amount of Date Fair
Qut- Bonus Granted Value of Stock
Name and Principal Grant Threshold Target Superior Performance in Shares of and Optien
Position Date (%) (%) ($) ($) Stock () Awards
Alvin E, Kite, Jr.,
Chairman ... N/A N/A N/A N/A N/A
2/23/2007 10,965(3) §$ 225,000
John A. Kite, President and
Chief Executive Officer ... S 181,125 § 362,250 § 543335 § 724,500
2/23/2007 90793y % 186,300
Thomas K. McGowan, Senior
Executive Vice President
of Development and
Chief Operating Officer ... $ 121,800 $ 243600 S 365400 $ 532,875
2/23/2007 73673y % 151,163
Danicl R. Sink, Exccutive
Vice President and Chief
Financial Officer .............. $ 75600 $§ 163,800 § 252,000 § 315,000
2/23/2007 4.693(3) $ 96,300

(1)  The amounts shown in the table reflect the “Threshold™, “Target™, “Superior” and “Out-performance” amount of compcnsation that could be
eamed by our named cxecutive officers pursuant to our Bonus Plan.  While these measures are denominated in dollars under our Bonus
Plan, awards were payable in restricted shares in 2007. See footnote 2 regarding the number of restricted shares that the cash amounts
translated to in 2007, For additional terms of our Bonus Plan, including an exptanation of the *Threshold”, "Target”, “*Superior” and “Qut-
performance™ measures, see "Compensation Discussion and Analysis" above.

(2)  The “Threshold™, “Target”, “*Superior” and “Out-performance™ payout amounts for 2007 performance were established in carly 2007 by the
Compensation Committee. The 2007 awards under the Bonus Plan paid to Messrs. John A. Kite, McGowan and Sink were settled entircly in
restricted shares. These restricted shares were issucd to the named executive officers on February 12, 2008 after final approval by the
Compensation Committee in the following amounts (such shares being equal to the amount cash eamed by each named executive officer
under our Bonus Plan divided by the closing price of our common stock on February 11, 2008): Mr. John A. Kite received 22,729 restricted
shares; Mr. McGowan received 15,285 restricted shares; and Mr. Sink received 10,179 restricted shares. These restricted shares vest ratably
over a three-year period fTom the grant date. In addition, because we treat restricted shares in the same manner as our common shares,
dividends are paid on restricted shares at the same rate as dividends paid on ali other outstanding common shares.

(3)  The restricted share portion issucd for 2006 performance was issued on February 23, 2007 and the named executive officers received the
following number of shares (such shares being equal to the amount eamned by the executive officer divided by the closing price of our
common stock on February 22, 2007): Mr. John Kite received 6,053 restricted shares; Mr, McGowan received 4,911 restricted shares; and
Mr. Sink received 3,129 restricted shares. [n addition. the Compensation Committee in 2007 approved a discretionary compensation grant
of restricted shares to each of our named executive officers. The amount of the grant for each named executive officer was equal to 50% of
the cash value of the 2006 bonus that was paid 10 him in the form of restricted shares. [n the case of Mr. Alvin E. Kite, Jr., who received
$150,000 of restricted shares for his 2006 bonus (equal to 100% of his 2006 bonus), the Compensation Committee approved an additional
grant of $75,000 of restricted shares, In the case of Messrs, John A, Kite, McGowan and Sink, this additional grant of restricted shares was
equal to 25% of their 2006 bonus (since 50% of their 2006 bonuses were paid in restricted shares). Thus, in February 2007, Messrs. John A.
Kite, McGowan and Sink reccived additional grants of restricted stock with a value of $62,100, $50,388 and $32,100, all of which vest
ratably over three years from the date of grant. These cash amounts for the named executive officers translated into the following additional
number of restricted shares (such shares being equal to the dollar amount eamed by the specific named executive officer divided by the
closing price of our common stock on February 22, 2007): Mr. Alvin E. Kite, Jr. received 3,655 restricted shares; Mr. John A. Kite received
3,026 restricted shares; Mr. McGowan received 2,456 restricted shares; and Mr. Sink received 1,564 restricted shares. All of these restricted
shares vest ratably over three years from the grant date.

Additional information related to Summary Compensation Table and Grant of Plan Based-Awards Table
Employment Agreements

As described below under "Potential payments upon termination or change-in-control”, we have entered into
employment agreements with each of our named executive officers. Pursuant to their agreements, Messrs. Alvin E.
Kite, Jr., John A. Kite, McGowan, and Sink have agreed to serve, respectively, as (a) chairman of our Board of
Trustees, (b) our president and chief executive officer, (c) our senior executive vice president of development and chief
operating ofticer, and (d) our executive vice president and chief financial officer. The terms of each of these
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agreements, which were due to end December 31, 2007, include automatic one-year renewals unless either we or the

officer elected not to renew the agreement. Each of these agreements was automatically renewed through December 31,

2008. |

Under the agreements, the named executive o%ﬁcers are entitled to receive a minimum base salary, subject in each
case to annual increases in the sole discretion of our Board of Trustees or a committee thereof. The provisions of the
employment agreement do not permit the executive’s base salary to be reduced by us during the term of the agreement.
Thus, cach named executive officer’s prior year’s $alary effectively serves as a minimum requirement for the named
executive officer’s salary for the ensuing year. Eact:h named executive officer also is eligible to participate in our Bonus
Plan, the terms of which are established by the Compensation Committee. The threshold, target, superior and out-
performance payout amounts under the Bonus Plar'1 related to 2007 performance were established by the Compensation
Committee in early 2007. Messrs. Alvin E. Kite, Jr John A. Kite, McGowan and Sink received the entire amount of
their 2007 bonus in the form of restricted shares.

[n addition, in accordance with their respective employment agreement, each named executive officer participates
in any group life, hospitalization, disability, health, pension, profit sharing and other benefit plans we have adopted or
adopt in the future. Each named executive officer ?]so receives an annual automobile allowance of $9,000.

Bonus Plan and Equity Awards l

L
Please refer to “Compensation Discussion and;Analysis”, the “Summary Compensation Table” and the “Grants of
Plan Based Awards in 2007”, including the footnotes to such tables, for a discussion of the material features of our
Bonus Plan and equity grants. |

]

‘December 31, 2007

Outstanding Equity Awards at Fiscal Year-End,

The following table sets forth the outstanding ¢quity awards for each named executive officer as of December 31,
2007. {

'
Option Awards (1}

Stock Awards (2)
| Market
Number of Number of ' Value of Equity Incentive
Securities Securities | Number of Sharesor  Equity Incentive Plan Awards:
Underlying Underlying \ Shares or Units of Plan Awards: Market or
Unexercised Unexercised Units of  Stock That Number of Pavout Value of
Options Options Op‘tion Option Stock That  Have Not  Unearned Shares Unearned Shares
Name and Principal Excrcisable Unexercisable Excrcise Expiration  Have Not Vested That Have Not That Have Not
Position (#) (#) Price Date Vested (#) {8)(3) Vested Vested
Alvin E. Kite, Jr., !
Chairman............... 100,000 50,000  § 3.00 81672014
| 14718 § 224,744 NiA N/A
John A, Kite, President \
and Chief i
Executive Officer... 133,333 66,667 5 13.00 8/16/2014
. 13,144 5 200,709 N/A N/A
Thomas K, McGowan, l
Senjor Executive \
Vice President of i‘
Development and I
Chief Operating |
Officer...ccimnne. 100,000 50,000 $ 13.00 8/16/2014
: 10,806 S 165,008 N/A N/A
Daniel R. Sink, “
Executive Vice
President and Chief !
Financial Officer.... 66,667 33,333 § 13.00  B/16/2014
i 6,778 § 103,500 N/A N/A
l

{1}  Option awards vest over five years and expirc ten years from the grant date. 20% of the options vested on the one-year anniversary of the grant
date (August 16, 2005) and the remaining options vest ratably over the next 48 months.

(2)  Represents restricted share awards granted prior to January 1, 2008, all of which vest ratably over three years beginning on the first anniversary
date of the grant and are not subject to any performance cnlerm

(3} Based on the closing share price on December 31, 2007 of §15.27.
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Stock Vested in 2007

The following table sets forth the amounts and value of stock vested for each named executive officer as of
December 31, 2007.

Stock Awards (1)

Name and Principal Position Number of Shares Acquired on Vesting Value Realized on Vesting ($)(2)
Alvin E. Kite, Jr., Chairman ..........ccooveeemveeceeennee 1.876 $ 38.965
John A. Kite, President and Chief Executive
OFTICET et e ee 2,033 § 42,225

Thomas K. McGowan, Senior Executive Vice
President of Development and Chief
Operating Officer......ciiiiininn 1,720 $ 35724

Daniel R. Sink, Executive Vice President and
Chief Financial OfTicer.....ccvvurvviriivseccnrnes 1,042 $ 21,642

(1)  On February 9, 2006, the named executive officers received the following amount of restricted shares: Alvin E. Kite, Ir. received 5,629
restricted shares. John A, Kite received 6,098 resiricted shares, Thomas K. McGowan received 5,159 shares, and Danick R. Sink received 3,127
shares. These restricted shares vest ratably over 3 years beginning on the first anniversary of the grant date.

(2)  Value realized on vesting was determined using the closing price of our common shares on February 9, 2007 {$20.77), the date that the
restricted shares vested.

Potentiz] payments upon termination or change-in-control

Various Termination Events

The following discussion summarizes the amounts that we may be required to pay our named executive officers in
connection with the following termination events: (i} death or disability of the named executive officer; (ii) termination
by us without “cause” or by the executive for “good reason” (which such definitions include a “change in control” of
the Company); (iii) in the case of Mr. Alvin E. Kite, Jr. only, his retirement; and (iv) the non-renewal of a named
executive officer’s employment agreement. The potential payments to our named executive officers will vary
depending on which one of these termination events occur.

Death or Disability; Retirement of Mr. Alvin E. Kite, Jr.

In the event any named executive officer’s employment agrecment is terminated for disability or death {and, in the
case of Mr. Alvin E. Kite, Jr. only, if he retires), he or the beneficiaries of his estate (as applicable) will receive (i) any
accrued and unpaid salary; (ii) any earned but unpaid bonus for the prior year; (iii) a pro rated bonus for the year of
termination (equal to the target bonus for that year); and (iv) all unvested equity awards shall immediately vest and
become fully exercisable.

Termination by us for "Cause” or by the named executive officer without "Good Reason”

If we terminate any named executive officer’s employment agreement for “cause” or an executive (other than Mr.
Alvin E. Kite, Jr.) terminates his employment agreement without “good reason,” the executive will only receive (1) any
accrued and unpaid salary; (ii} any earned but unpaid bonus for the prior year; and (iii) any unpaid bonus earned as of
the date of termination for the year of termination.

Termination by us without "Cause” or by the named executive officer for "Good Reason”

If we terminate any named executive officer’s employment agreement without “cause” or an cxecutive terminates
his employment agreement for “good reason,” the executive will have the right to reccive (i) any accrued and unpaid
salary; (ii) any earned but unpaid bonus for the prior year; (iii) a pro rated bonus for the year of termination (equal to the
target bonus for that year), (iv) continued medical benefits for one year; (v) a cash payment equal to three times (two
times with respect to Mr. Sink) the sum of his annual salary as of the date of the termination event and the average
bonus earned for the prior three calendar years (prior two calendar years with respect to Mr. Sink); (vi) all unvested
equity awards shall immediately vest and become fully exercisable; and (vii) in the case of a change in control only, a
payment in an amount sufficient to make him whole for any excise tax imposed on payments made contingent on a
change in control under Section 4999 of the Internal Revenue Code.

-23-




Each of the employment agreements defines “cause” as an executive’s (i) conviction for a felony; (i) commission
of an act of fraud, theft or dishonesty related to his duties; (iii) wiliful and continuing failure or habitual neglect to
perform his duties; (iv) material violation of confidentiality covenants or non-competition agreement; or (v) willful and
continuing breach of the employment agreement.

Each of the employment agreements defines “éood reason” as (i) a change in control of our Company; (ii) a
material reduction in the executive’s authority, duties and responsibilities or the assignment to him of duties inconsistent
with his position; (iii) a reduction in the executive’s annual salary that is not in connection with a reduction of
compensation applicable to senior management employees; (iv) our failure to obtain a reasonably satisfactory
agreement from any successor to our business to assume and perform the employment agreement; (v) our material and
willful breach of the employment agreement; or (vi) our requirement that the executive’s work location be moved more
than 50 miles from our principal place of business |n Indianapolis, Indiana.

|

Each of the employment agreements defines “change in control” generally as (i) the dissolution or liquidation of
our Company; (ii) the merger, consolidation, or reoirgamzatlon of our Company in which we are not the surviving entity
or immediately following which the persons or enultles who were owners of voting securities of us immediately prior to
the transaction do own more than 50% of the voting securities of the surviving entity immediately thereafter; (iii) a sale
of all or substantially all of our assets; (iv) any transaction that results in any person or entity or “group” (other than
persons who are our shareholders or affiliates immédiatcly prior to the transaction) owning 30% or more of the
combined voting power of our stock; or (v) individlflals who, as of the date of the employment agreement, constitute our

incumbent board of directors cease to constitute at least a majority of the our board.
I

Non-renewal of Employment Agreement l

If we clect not to renew any named executive ofﬁcer’s employment agreement, the executive will receive from us
(i} a cash payment equal to one times the sum of his annual salary as of the dare of expiration of the employment

agreement and (ii) the average bonus earned for the prior three calendar years (prior two calendar years with respect to
M, Sink). |
[

Quantification of Benefits under the Tcnninatidn Events

The tables below set forth the amount that we would be required to pay each of the named executive officers under
the termination events described above, :

Alvin E. Kite, Jr.: J
|
Without Cauge or For

Good Reason For Cause or Without
Termination (Change- Good Reason Death, Disability, Non-Renewal of
Executive Benefits and Payments Upon in-Contraol) on ‘Termination on or Retirement on Employment
Separation 12/31/2007 12/31/2007 12/31/2007 Agreement
Non-Equity Incentive Plan Payment Earned in |
2007 .. $ | — s —-- 3 — s —
Acceleralcd Vestmg of Non-Vested Equny
AWILAS oo 338,244 (1) — 338,244 (1) —
Medical Benefits 13.339 — — —
Cash Severance....... 1954 986 (2) — — 280,000
Taotal $ 1,306,569 $ — § 338244 3 280,000

(1)  Amount calculated as the sum of: (a) the number of shares éf stock that have not vested (from the Outstanding Equity Awards at Fiscal Year-
End December 31, 2007 Table) multiplied by our closing stock price of $15.27 on December 31, 2007 and (b) the number of securities
underlying unexercised options that are unexercisable (from the Qutstanding Equity Awards at Fiscal Year-End December 31, 2007 Table)
multiplied by the difference between the option exercise pnce of $13 and our closing stock price on December 31, 2007.

(2)  Amount includes any excise tax amount that we would be réquired to pay the individual upon a change-in-control under Section 4999 of the
Internal Revenue Code,




John A. Kite:

For Cause or

Without Cause or For Without Good Non-Renewal
Good Reason Reason Death or of
Termination {Change-in- Termination on Disability on Employment
Executive Benefits and Pavments Upon Scparation Control) on 12/31/2007 12/31/2007 12/31/2007 Agreement
Non-Equity Incentive Plan Payment Eamned in 2007 $ 362,250 (1) § 362250 (1) § 362,250 (1) S —
Accelerated Vcstmg of Non-Vested Equny Awards . 352,043 () — 352,043 (D) —
Medical Benefits... rreneete et pap e e nen e 13,339 —_ — —
Cash SevETaNCe...ovve e 2,237,568 (3) — — 606,650
TOMAL e 3 2.965,200 3 362,250 $ 714293 5 606.650

(1)  The named executive officer would receive eamed but unpaid salary and bonus. Represents bonus based on the executive officer's target bonus

for 2007,

(2)  Amount calculated as the sum of: (a) the number of shares of stock that have not vested (from the Outstanding Equity Awards at Fiscal Year-
End December 31, 2007 Table) multiplied by our closing stock price of $15.27 on December 31, 2007 and (b) the number of securities
underlying unexercised options that are uncxercisable (from the Outstanding Equity Awards at Fiscal Year-End December 31, 2007 Table)
multiplied by the difference between the option exercise price of $13 and our closing stock price on December 31, 2007.

(3) Amount includes any excise tax amount that we would be required to pay the individual upon a change-in-contro! under Section 4995 of the

Internal Revenue Code.

Thomas K, M¢Gowan:

For Cause or

Without Cause or For Without Good Death or Non-Renewal
Good Reason Reason Disability of
Termination (Change-in- Termination on on Employment
Executive Benefits and Payments Upon Separation Control) on 12/31/2007 12/31/2007 12/31/2007 Agreement
Non-Equity Incentive Plan Payment earned in 2007 $ 243,600 (1) § 243600 (1) § 243,600 (1) b —
Accelerated Veslmg of Non-Vested Equity Awards.. 278,508 (2} — 278,508 (2) —
Medical Benefits ... 13,339 —_ — —
Cash Sevcrzmce 1,806,509 (3) — — 491,643
Total oo § 2,341,956 3 243,600 3 522,108 $ 491,643

(1)  The named executive officer would receive camed but unpaid salary and bonus. Represents bonus based on the executive officer's target bonus

for 2007.

(2} Amount calculated as the sum of’ (a} the number of shares of stock that have not vested (from the OQutstanding Equity Awards at Fiscal Year-
End December 31, 2007 Table) multiplied by the closing stock price of $15.27 on December 31, 2007 and (b) the number of securities
underlying unexercised options that are unexercisable (from the Outstanding Equity Awards at Fiscal Year-End December 31, 2007 Table)
multiplied by the difference between the aption exercise price of $13 and the closing stock price on December 31, 2007,

(3)  Amount includes any excise tax amount that we would be required to pay the individual upon a change-in-contro! under Section 4999 of the

Internal Revenue Code.

Daniel R. Sink:

For Cause or

Without Cause or For Without Good Death or Non-Renewal
Good Reason Reason Disability of
Termination (Change-in- Termination on on Employment
Executive Benefits and Payments Upon Separution Control) en 12/31/2007 12/31/2007 12/31/2007 Agreement
Non-Equity Incentive Plan Payment earned in 2007 . b3 163,800 (1) $ 163,800 () $ 163,800 (1} 3 —
Accelerated Vesting of Non-Vested Equlty Awards.. 179,166 (2) — 179,166 (2) —
Medical Benefits ... et v e e e 13,339 — -— —
Cash chcrancc.................................. 1,058,832 (3) — — 381,090
Tt oo ) 1,415,137 $ 163,800 $ 342,966 5 381,090

(1) The named executive officer would receive eamed but unpaid salary and bonus. Represents bonus based on the executive officer's target bonus

for 2007.

(2) Amount calculated as the sum of: {a) the number of shares of stock that have not vested (from the Qutstanding Equity Awards at Fiscal Year-
End December 31, 2007 Table) multiplied by the closing stock price of $15.27 on December 31, 2007 and (b} the number of sccurities
underlying unexercised options that are unexercisable (from the Outstanding Equity Awards at Fiscal Year-End December 31, 2007 Table)
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multiplied by the difference between the option exercise }Jrice of $13 and the closing stock price on December 31, 2007.

(3)  Amount includes any excise tax amount that we would be required te pay the individual upon a change-in-control under Section 4999 of the
Intemal Revenue Code. i

Non-Competition Agreement |

[

In addition to the employment agreements, each of the named executive officers have entered into noncompetition
agreements with us. With respect to Messrs. Alvm E. Kite, J1., John A. Kite and McGowan, the noncompetition
agreements contain covenants not to compete for a penod that is the longer of either (i) the three-year period beginning
August 14, 2004 or (i1) the period of the executive"s empleyment plus an additional one-year period. With respect to
Mr. Sink, the noncompetition agreement covers the period of his employment plus an additional one-year period. The
noncompetition agreements also contain a nonsolicitation covenant that applies to employees and independent
contractors. With respect to Messts. Alvin Kite, John Kite and McGowan, the nonsolicitation covenant lasts for a period
that is the longer of either (i) the three-year period beginning August 14, 2004 or the period of the executive’s
employment plus an additional two-year period. With respect to Mr. Sink, the nonsolicitation covenant lasts for a period
of his employment plus an additional two-year periPd.

1

Trustee Compensation

The members of our Board of Trustees who are also our employees do not receive any additional compensation for
their services on the Board. We pay our non- cmplolyee trustees $1,000 per board or committee meeting and we
reimburse them for their reasonable business expenses incurred in connection with their attendance at board mectings.
Non-employee trustees receive a $25,000 annual retamer and non-employee trustce committee chairs are paid an
additional annual retainer ranging from $5,000 to $10 000. Our lead independent trustee also receives a $10,000 annual
retainer. In addition, each of these trustees received, upon initial election to our board, 3,000 restricted shares that vest

one year from the date of grant, and receive annuall'y each year after their initial election, restricted shares with a value
of $15,000. t

From May 2005 through June 2006, one-half of the $25,000 annua! retainer was paid in cash and one-half was paid
through the issuance of our common shares under obr 2004 Equity Incentive Plan. In June 2006, the Board of Trustees
adopted the Trustee Deferred Compensation Plan (the “Trustee Plan™), which provides a deferred compensation
arrangement for non-employee trustees of the Comﬁany. Under the Trustee Plan, each non-employee trustee may elect
to defer eligible fee and retainer compensation until such time as the trustee’s participation on the Board of Trustees is
terminated. Compensation which is deferred vests immediately and is credited as a number of deferred share units
{““share units™) to an individual account for each trustee. A share unit represents an unfunded right to receive one of the
Company’s common shares at a future date. Share units are credited with dividend equivalents to the extent dividends
are paid on the Company’s common shares.

Mr. Eugene Golub and Mr. Michael Smith weré the only non-employee trustees who elected to receive share units,
During 2007, we credited Mr. Golub’s and Mr. Smith’s accounts with 2,895 and 1,716 share units, respectively.

In order to ensure that all non-management trustees held meaningful equity ownership positions in the Company,
our Board of Trustees has established guidelines forlnon- -management trustees regarding ownership of our common
shares. According to these guidelines, each non- management trustee should own common shares with a value equal to
approximately four times the annual retainer paid to trustees and should achieve this share ownership level within five
years after being appointed to the Board (or by February 10, 2010 in the case of persons who were trustees on the date
the guidelines were adopted). \

. - . . | .
The following table provides information on the compensation of our trustees for the fiscal year ended December
31,2007. Mr. Alvin E. Kite, Jr. and Mr. John A, Kite received no separate compensation for their services as trustees of
the Company. |

|
|
!
|
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Name Fees Earned or Paid in Cash Stock Awards (1) Total

William E. Bindley ..o $ 43,024  § 37,226 2) § 80,250
Dr. Richard A. Cosier......ccocovvnrinnne $ 26,524 § 37226 )  § 63,750
Eugene Golub ..o $ 100 $ 57,650 (3) $ 57,750
Gerald L. MOSS icvevveiererericiaiiicinennnnnnns $ 31,524 $ 37226 (2) § 67,750
Michael L. Smith ..o, $ 36,524 § 37226 (2§ 73,750

(1)  The amounts in “Stock Awards” column reflect the dollar amount recognized by us for financial statement
reporting purposes for the fiscal year ended December 31, 2007, in accordance with SFAS 123(R}, of these
equity awards granted pursuant to the Equity Incentive Plan, disregarding any estimates based on forfeitures to
service-based vesting conditions. Assumptions used in the calculation of these amounts are included in Footnote
3 1o the Company’s audited financial statements for the fiscal year ended December 31, 2007, included in the
Company’s Annual Report on Form 10-K filed with the Securities and Exchange Commission on March 17,

2008.

(2)  The grant date fair value for stock awards granted in fiscal year 2007 calculated in accordance with SFAS 123(R)
was $27,475.

(3)  The grant date fair value for stock awards granted in fiscal year 2007 calcuiated in accordance with SFAS 123(R)
was $47,900,

Qutstanding Trustee Equity Awards at Fiscal Year-End December 31, 2007

The following table provides information on the aggregate number of stock awards outstanding as of the fiscal year
ended December 31, 2007 for each of the trustees included in the Trustee Compensation Table set forth above.

Unvested Restricted
Share Awards

Restricted Share Awards Qutstanding as of Total
Vested during 2007 December 31, 2007
Name (#) #)
William E. Bindley ... 1,748 1,691 3,439
Dr. Richard A, COSIET .....vvvvrreeierreereceecteecreeeee e 1,748 1,691 3,439
Eugene Golub(1) ..o 750 750 1,500
Gerald L. MOSS ..ot 1,748 1,691 3,439
Michael L. STtR(1 ) voveeeeoeereoeeeeeeeeeeeeeeeeeeeeesseeeeeeee 750 750 1,500

(N As discussed above under “Trustee Compensation,” each trustee receives an annual restricted share
grant with a value of $15,000. Mr. Eugene Golub and Mr. Michael Smith were the only non-
employee trustees who elected to receive their annual grant in share units. During 2007 and 2006, in
lien of restricted shares, we credited both Mr. Golub’s and Mr. Smith’s deferred share unit accounts
with 941 and 998 share units, respectively. As described above, deferred share units are not subject to
vesting and therefore are not included in the table above.
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EQUITY COMP[::NSATION PLAN INFORMATION

The foltowing table gives information about our common shares that may be issued under all of our existing equity

compensation plans as of December 31, 2007.
\
(!a) Number of
Securities to be Issued

{c) Number of Securities
Remaining Available for
(b} Weighted Average Future Issuance Under

Upen Exercise of Exercise Price of Equity Compensation Plans
Outstanding Options, Outstanding Options. {Excluding Securities
Plan Category Warraots and Rights Warrants and Rights Reflected in Column (a))
Equity compensation plans approved l
by shareholders.....ococovovvveevcvciicececeee 961,993 13.79 886,813
Equity compensation plans not '
approved by shareholders ...................... l — N/A —
Total .o ‘ 961,993 13.79 886,813
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REPORT OF THE AUDIT COMMITTEE

The Audit Committee is currently composed of Messrs. Smith, Cosier and Moss. The members of the Audit
Committee are appointed by and serve at the discretion of the Board of Trustees.

One of the principal purposes of the Audit Committee is to assist the Board of Trustees in the oversight of the
integrity of the Company’s financial statements. The Company’s management team has the primary responsibility for
the financial statements and the reporting process, including the system of internal controls and disclosure controls and
procedures. n fulfilling its oversight responsibilities, the Audit Committee reviewed the audited financial statements in
the Annual Report on Form 10-K for the year ended December 31, 2007 with our management.

The Audit Committee also is responsible for assisting the Board of Trustees in the oversight of the qualification,
independence and performance of the Company’s independent auditors. The Audit Commitiee reviewed with the
independent auditors, who are responsible for expressing an opinion on the conformity of those audited financial
statements with generally accepted accounting principles, their judgments as to the quality, not just the acceptability, of
the Company’s accounting principles and such other matters as are required to be discussed with the Audit Committee
under generally accepted auditing standards and those matters required to be discussed by Statement on Auditing
Standards No. 61.

The Audit Committee has received both the written disclosures and the letter from Ernst & Young LLP required by
Independence Standards Board, Standard No. 1, and has discussed with Ernst & Young LLP the independence of Ernst
& Young LLP from management and the Company. In addition, the Audit Committee has considered whether the
provision of non-audit services, and the fees charged for such non-audit services, by Ernst & Young LLP are compatible
with maintaining the independence of Emst & Young LLP from management and the Company.

Based on the reviews and discussions referred to above, the Audit Committee recommended to the Board of
Trustees that our audited financial statements for 2007 be included in our Annual Report on Form 10-K for the fiscal
year ended December 31, 2007 for filing with the SEC.

Respectfully submitted,
The Audit Committee of the Board of Trustees

MICHAEL L. SMITH (Chairmarn)
DR. RICHARD A, COSIER
GERALD L. Moss

The Audit Committee Report above does not constitute “soliciting material” and will not be deemed “filed”
or incorporated by reference inte any of our filings under the Securities Act of 1933 or the Securities Exchange
Act of 1934 that might incorporate SEC filings by reference, in whole or in part, notwithstanding anything to the
contrary set forth in those filings.
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PRINCIPAL SHAREHOLDERS

The following table sets forth certain information regarding the beneficial ownership of our common shares and
units of limited partnership interest of Kite Realty Group, L.P., which we refer to as the operating partnership, as of the
record date by (a) each of our trustees, (b} each of bur named executive officers, (¢) all of our trustees and executive
officers as a group, and (d) each person known to us to be the beneficial owner of more than five percent of our
common shares. Operating partnership units are redeemab]e for an equal number of our common shares or cash, at our
election, beginning one year after the date of issuaice. Unless otherwise indicated, all shares and operating partnership
units are owned directly and the indicated person hdq sole voting and dispositive power. The SEC has defined
“beneficial ownership” of a security to mean the possessnon directly or indirectly, of voting power and/or dispositive
power, A shareholder is also deemed to be, as of any date, the beneficial owner of all securities that such sharcholder
has the nght to acquire within 60 days after that date through {a) the exercise of any option, warrant or right, (b) the
conversion of a security, (¢) the power to revoke a trust, discretionary account or similar arrangement, or (d) the
automatic termination of a trust, discretionary acco‘lunt or similar arrangement.

|
Unless otherwise indicated, the address of each person listed below is c/o Kite Realty Group Trust, 30 S. Meridian
Street, Suite 1100, Indianapolis, IN 46204.

Number of Shares

. and Units Ye of All % of All Shares
Name and Principal Position , Beneficially Owned Shares (1} and Units (2)

FNTUTIR T ST, X ) FOT OO e ereeeeenasessans 4,505,034 13.75% 12.00%
John A Kite (4} oo e e 3,233,898 10.15% 8.61%
Thomas K. McGOWan (5)........oceereereeserrisiersrine b 1,632,498 5.33% 4.35%
Daniel R, Sink (6)....cccvvevivrerrcreesininnceseereeeeeeeans et e e eneeaeanaeans 157,990 * *
William E. BIndIEY ......coeeeereeeereresresserseeerecsreesenen Lo 59,357 * *
Eugene Golub (7) ..o b 39,260 * *
Michael L. Smith............ccoooiiiiieeeeeeee Cirersienar s 18,148 * *
GEEAI L. MOSS +rrrereveveeereeeeeeeereseresss e eeememeser e ! .......................... 18,057 . *
Dr. Richard A. COSIEr . ittt e ie e s 5,696 * *
All trustees and executive officers as a group (9 per sons) {8)... 8,865,938 24.35% 23.51%

More than Five Percent Beneficial Owners !
ABN-AMRO Asset Management, lm:.(9)................L .......................... 2,846,237 9.79% 7.61%
Heitman Real Estate Securities, LLC (10) I .......................... 2,684,539 9.23% 7.18%
Columbia Wanger Asset Management, L.P.(l l).....! .......................... 2,404,300 8.27% 6.43%
T. Rowe Price Associates, Inc. {12} ...t 2,194,800 7.55% 5.87%
The Vanguard Group, Inc. (13) oo 1,888,200 6.49% 5.05%

i

|

* Less than 1% i

|

(1)  The total number of shares deemed outstanding and used in calculating this percentage for the named person(s) is
the sum of (a) 29,076,441 common shares outstanding as of March 20, 2008, (b) the number of common shares
that are issuable to such person(s) upon exercise of options that are exercisable within 60 days of March 20, 2008,
and (c¢) the number of common shares issuabl%: to such person(s) upon redemption of limited partnership units
owned by such person(s). \

(2)  The total number of shares and units deemed gutstandmg and used in calculating this percentage for the named
person(s) is the sum of (a) 29,076,441 common shares outstanding as of March 20, 2008, (b) 8,338,248 limited
partnership units outstanding as of March 20, 2008 (other than such units held by us}, (c) the number of common
shares that are issuable to such person(s) upon exercise of options that are exercisable within 60 days of March 20,
2008, and (d) the number of common shares issuable to such person(s) upor redemption of limited partnership

units owned by such person(s).
|

(3) Includes 746,125 common shares (20,951 of v:vhich are restricted subject to time vesting) and 2,210,489 limited
partnership uniis owned directly by Alvin E. Kite, Jr., 72,845 common shares owned by Alvin E. Kite, Ir.’s
spouse, 112,500 common shares which Alvin E. Kite, Jr has the right to acquire upon exercise of common share
options, 192,307 limited partnership units held by an irrevocable trust for the benefit of Alvin E. Kite, Jr.’s son,
70,768 limited partnership units held by a grarl)lor retained annuity trust, 200,000 limited partnership units held by
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(3

(6)

7
(8}

&)

(10)

(11)

(12)

(13)

a grantor retained annuity trust, 100,000 limited partnership units held by a grantor retained annuity trust, and
800,000 limited partnership units held jointly with John A. Kite through a limited liability company.

Includes 430,003 common shares (37,632 of which are restricted subject to time vesting) and 1,543,895 limited
partnership units owned directly by John A. Kite, 10,000 commen shares owned by John A. Kite’s spouse,

150,000 common shares which John A. Kite has the right to acquire upon exercise of common share options,
200,000 limited partmership units held by a grantor retained annuity trust, 100,000 limited partnership units held by
a grantor retained annuity trust, and 800,000 limited partnership units held jointly with Alvin E. Kite, Jr, through a
limited liability company.

Includes 96,980 common shares (26,501 of which are restricted subject to time vesting) and 1,276,218 limited
partnership units owned directly by Thomas K. McGowan, 5,000 common shares owned by Thomas K.
McGowan’s spouse, 112,500 common shares which Thomas K. McGowan has the right to acquire upon exercise
of commion share options, and 141,800 limited partnership units held by a grantor retained annuity trust.

Includes 21,452common shares (17,403 of which are restricted subject to time vesting) and 61,538 limited
partnership units owned directly and 75,000 common shares which Daniel R. Sink has the right to acquire upon
exercise of common share options.

Includes 28,900 common shares owned through a trust.

The 800,000 limited partnership units held jointly by Alvin E. Kite, Jr. and John A. Kite through a limited liability
company (see footnotes 3 and 4) were only counted once for purposes of calculating total amount of shares and
units beneficially amount of shares owned by our trustees and executive officers.

Based on information provided in Schedule 13G filed on March 3, 2008, ABN-AMRO Asset Management, Inc has
sole voting power with respect to 2,647,716 shares and sole dispositive power with respect to 2,846,237 shares.

Based on information provided in Schedule 13G filed on February 12, 2008, Heitman Real Estate Securities, LLC
has sole voting power with respect to 828,955 shares and voting power with respect to 2,684,539 shares and sole
dispositive power with respect to the entire number of these shares. Heitman Real Estate Securities LLC serves as
sub-investment adviser to cettain investment companies and separate account clients, all of whom have given
dispositive power to Heitman Real Estate Securities LLC the right to receive or the power to direct the receipt of
dividends from, or proceeds from the sale of, these 2,684,539 shares. The address to Heitman Real Estate
Securities, LLC is 191 North Wacker Drive, Suite 2500, Chicago, Illinois 60606.

Based on information provided in Schedule 13G filed on January 28, 2008, Columbia Wanger Asset Management,
L.P. has sole voting power with respect to 2,149,300 shares and shared voting power with respect to 255,000
shares and sole dispositive power with respect to the entire number of these shares. The shares reported in the
Schedule 13G include the shares held by Columbia Acorn Trust, a Massachusetts business trust that is advised by
Columbia Wanger Asset Management, L.P. The address of Columbia Wanger Asset Management, L.P. is 227
West Monroe Street, Suite 3000, Chicago, [llinois 60606.

Based on information provided in a Schedule 13G filed on February 13, 2008, T. Rowe Price Associates, Inc, has
sole voting power with respect to 199,200 shares and scle dispositive power with respect to 2,194,800 shares. T.
Rowe Price Associates, Inc. serves as the investment advisor of various registered investment companies and
investment advisory clients, including T. Rowe Price Small-Cap Value Fund, Inc. For purposes of the reporting
requirements of the Securities Exchange Act of 1934, T. Rowe Price Associates, Inc. reported that it is deemed to
be a beneficial owner of these securities; however, T. Rowe Price Associates, Inc. expressly disclaimed that it is,
in fact, the beneficial owner of such securities. The address of T. Rowe Price Associates, Inc. and T. Rowe Price
Small-Cap Value Fund, Inc. is 100 E. Pratt Street, Baltimore, Maryland 21202.

Based on information provided by The Vanguard Group, Inc. in a Schedule 13G filed with the SEC on February
13, 2008. The Vanguard Group, Inc. has sole voting power with respect to 26,361 shares and shared voting power
with respect to 1,888,200 shares and sole dispositive power with respect to the entire number of these shares. The
address of The Vanguard Group, Inc. is 100 Vanguard Blvd., Malvern, PA 19355,
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CERTAIN RELAT[ON;SHIPS AND RELATED TRANSACTIONS
|
Related Person Transaction Policy !

[

The Company has adopted a written related person transaction approval policy to further the goal of ensuring that
any related person transaction is properly reviewed, and if necessary approved, first by the Governance Committee, and
if appropriate, a majority of the disinterested trustées of the Board of Trustees. The policy applies to transactions or
arrangements between the Company and any related person, including trustees, trustee nominees, executive officers,
greater than 5% shareholders and the immediate lenmily members of each of these groups. They do not, however, apply
with respect to general conflicts between the inten::sts of the Company and our employees, officers and trustees,
including issues relating to engaging in a competing business and performing outside or additional work, which are
reported and handled in accordance with the Company’s Code of Business Conduct and Ethics and other procedures and
guidelines implemented by the Company from time to time.

Under the policy, the trustees and executive officers of the Company are responsible for identifying and reporting
to the chief financial officer any proposed transactfon with a related person. Upon notification, the chief financial
officer begins collecting information regarding the transaction and notifies the Governance Committee Chairperson of
such transaction. The Chairperson of the Governance Commitice determines whether the proposed transaction is
required to be, or otherwise should be, reviewed by the Governance Committec.

If the proposed transaction is required to be approved by a majority of the disinterested members of the Board of
Trustees in accordance with the Company’s declaration of trust or Corporate Governance Guidelines, the Governance
Committee makes a recommendation regarding thé proposed transaction and the disinterested trustees determine
whether it is appropriate and advisable for the Company to engage in the proposed transaction. 1f the transaction
involves a trustee, that trustec does not participate in the action regarding whether to approve or ratify the transaction,
If the proposed transaction is not required to be approved by a majority of the disinterested members of the Board of
Trustees, the Governance Committee has the final :authority to approve or disapprove the proposed transaction.

The following information summarizes our transactions with related parties. Other than as discussed below, there

. X v . .
were no other transactions during 2007 that were subject to our related person transaction policy.
!

Contracts with KMI Management

KMI Management, LLC, in which Alvin E. Kite, Jr., John A. Kite, Paul Kite, son of Alvin E. Kite, Jr., and brother
of John A. Kite, and Thomas K. McGowan own direct or indirect interests, leased from us the conference center at our
corporate headquarters pursuant to a lease dated January 1, 2004 which we assumed in August 2004 in connection with
our initial public offering. We camed approximately $96,720 in rent under this lease in 2007, of which approximately
$7,600 was outstanding and due from KMI Managbmcnt as of December 31, 2007, This lease was terminated as of
January |, 2008 in connection with the leasing of§pace at the building to the Indiana Supreme Court.

!

In 20086, we entered into an agreement to reim:burse KMI Management for use of an airplane owned by KMI
Management, This agreement allows for the use of the airplane for business related travel for an established
reimbursement amount per hour plus applicable taxes. During 2007, expense reimbursement to KMI Management was
$203,700 for the use of the airplane, of which approximately $76,000 was outstanding and due to KMI Management as
of December 31, 2007. I

|

Consulting Arrangement with Paul Kite !

In August 2004, we entered into a consulting a‘greement with Paul Kite, son of Alvin E. Kite, Jr, and brother of
John A. Kite, pursuant to which he will continue to assist us in identifying real estate retail and commercial
development, construction, acquisition and operati$n projects. Under this agreement, Paul Kite is paid an annual
consulting fee of $150,000. During the term of the Eagreement, Paul Kite will present to us potential real estate projects
that he identifies, and we will have the right to pursue any such project. If we decline or fail to pursue the project, Paul
Kite will be permitted to pursue such project himself. The consulting agreement terminated on December 31, 2007.
Pursuant to this consulting agreement, we paid Pau] Kite $150,000 in consulting fees in 2007.

-32 .



Cost-Sharing and Other Agreements with Affiliates

In August 2004, we entered into a cost-sharing agreement with KMI Management, pursuant to which it reimburses
us for the cost of administrative and other services we provide to KMI Management and we reimburse it for the cost of
construction advisory, human resources and other services KMI Management provides to us. In 2007, no services were
exchanged under the cost-sharing agreement with KM[ Management. The cost-sharing agreements have a one-year
term, but contain automatic one-year renewals unless either party elects not to renew the agreement. Decisions by us
regarding termination or amendment of the cost-sharing agreements require the approval of a majority of the
independent members of our Board of Trustees.

During 2005, we entered into fee-based construction management contracts for the build-out of condominiums in
the Indianapolis Conrad Hotel with Circle Block Partners, LLC, which is the entity that owns the Conrad Indianapolis
Hotel and condominiums, and in which Alvin E. Kite, Jr., John A. Kite, Paul Kite, and Thomas K. McGowan own
direct interests. During 2007, we received payments from Circte Block Partners, LLC under these fee-based
construction management contracts totaling approximately $298,600. In addition, in 2006, we entered into a facilities
management agreement with Circle Block Partners, LLC and earned an annual fee of $100,000 in 2007 for such
services of which approximately $50,200 was due 1o us as of December 31, 2007.

OTHER MATTERS
Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires that our executive officers and trustees, and persons who own more
than 10% of a regisiered class of our equity securities, file reports of ownership and changes in ownership on Forms 3, 4
and 5 with the SEC and the NYSE. Executive officers, trustees and greater than 10% shareholders are required by the
SEC to furnish us with copies of all Forms 3, 4 and 5 that they file.

Based on our review of the copies of such forms, and/or on written representations from the reporting persons that
they were not required to file a Form 5 for the fiscal year, we believe that our executive officers, trustees and greater
than 10% sharcholders complied with all Section 16(a) filing requirements applicable to them with respect to
transactions during 2007, with the exception that the Company was five business days late on one filing the Company
made on behalf of Gerald Moss relating to the acquisition of 2,000 shares.

Other Matters to Come Before the 2008 Annual Meeting

No other matters are to be presented for action at the annual meeting other than as set forth in this proxy statement.
If other matters properly come before the meeting, however, the persons named in the accompanying proxy will vote all
proxies solicited by this proxy statement as recommended by our Board of Trustees, or, if no such recommendation is
given, in their own discretion.

Shareholders Proposals and Nominations for the 2009 Annual Meeting

Any sharcholder proposal pursuant to Rule 14a-8 of the rules promulgated under the Exchange Act, to be
considered for incluston in our proxy materials for the next annual meeting of shareholders must be received at our
principal executive offices no later than December 12, 2008.

In addition, any shareholder who wishes to propose a nominee to the Board of Trustees or propose any other
business to be considered by the shareholders (other than a sharcholder propoesal included in our proxy materials
pursuant to Rule 14a-8 of the rules promulgated under the Exchange Act) must comply with the advance notice
provisions and other requirements of Article 11, Section 13 of our bylaws, which are on file with the SEC and may be
obtained from [nvestor Relations upon request. These notice provisions require that nominations of persons for election
to the Board of Trustees and the proposal of business to be considered by the shareholders for the 2009 annual meeting
must be received no earlier than December 12, 2008 and no later than January 11, 2009.

Pursuant to SEC rules, if a shareholder notifies the Company after February 25, 2009 of an intent to present a
proposal at the 2009 annual meeting of shareholders and the proposal is voted upon at the 2009 annual meeting, the
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Company’s proxy holders will have the right to exercise discretionary voting authority with respect to the proposal, if
presented at the 2008 annual meeting. !
|
Householding of Proxy Materials |

If you and other residents at your mailing address own common shares in street name, your broker or bank may
have sent you a notice that your household will receive only one annual report and proxy statement for each company in
wh:ch you hold shares through that broker or bank. This practice of sending only one copy of proxy materials is known

s “householding.” If you did not respond that yoﬂ did not want to participate in houscholding, you were deemed to
have consented to the process. If the foregoing procedures apply to you, your broker has sent one copy of our annual
report and proxy to your address. You may revoke your consent to househoelding at any time by sending your name, the
name of your brokerage firm and your account number to Householding Department, 51 Mercedes Way, Edgewood,
NY 11717 {telephone number: 1-800-542-1061). The revocation of your consent to houscholding will be effective 30
days following its receipt. In any event, if you did! inot receive an individual copy of this proxy statement or our annual
report, we will send a copy to you if you address your written request to or call Kite Realty Group Trust, 30 S. Meridian
Street, Suite 1100, Indianapolis, IN 46204, Attenti'on: Investor Relations (telephone number; 317-577-5600). If you are

receiving multiple copies of our annual report and proxy statement, you can request householding by contacting
Investor Relations in the same manner, L

* ¥ %k &k

| By Order of the Board of Trustees,
i

| DAME PROUT
i Secretary
i

[

i

|

i

l

|

Indianapolis, Indiana
April 11, 2008
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Kite Realty Group Trust
2008 EMPLOYEE SHARE PURCHASE PLAN

The Board of Trustees of the Company has adopted this 2008 Employee Share Purchase Plan to enable eligible
employees of the Company and its Participating Affiliates, through payroll deductions or other cash contributions, to
purchase shares of the Company's Common Shares. The Plan is for the benefit of the employees of the Company and
any Participating Affiliates. The Plan is intended to benefit the Company by increasing the employees’ interest in the
Company's growth and success and encouraging employees to remain in the employ of the Company or its Participating
Affiliates. The provisions of the Plan are set forth below:

! DEFINITIONS

1.1
1.2

1.3

1.4
1.5
1.6

1.8

1.9
1.10

"BOARD" means the Board of Trustees of the Company.

"COMMITTEE" means the Compensation Committee of the Board; provided, that any action
that may be taken by the Committee may also be taken by the Board.

"COMMON SHARES" means the Company's common shares of beneficial interest, par value
$0.01 per share.

"COMPANY" means Kite Realty Group Trust.
"EFFECTIVE DATE" means the date the Plan is approved by the sharcholders of the Company.

"FAIR MARKET VALUE" means the value of each Common Share subject to the Plan on a
given date determined as follows: if on such date the Common Shares are listed on an established
national or regional stock exchange, are admitted to quotation on The New York Stock
Exchange, or are publicly traded on an established secunities market, the fair market value of the
Common Shares shall be the closing price of the Common Shares on such exchange or in such
market (the exchange or market selected by the Board if there is more than one such exchange or
market) on such date or, if such date is not a trading day, on the trading day immediately
preceding such date (or if there is no such reported closing price, the fair market value shall be
the mean between the highest bid and lowest asked prices or between the high and low sale
prices on such trading day) or, if no sale of the Common Shares is reported for such trading day,
on the next preceding day on which any sale shall have been reported. If the Common Shares are
not listed on such an exchange, quoted on such system or traded on such a market, fair market
value shall be determined by the Board in good faith.

"OFFERING PERIOD" means the period determined by the Committee pursuant to SECTION 8
during which payroll deductions or other cash payments are accumulated for the purpose of
purchasing Common Shares under the Plan,

"PARTICIPATING AFFILIATE" means any company or other trade or business that is a
subsidiary of the Company

"PLAN" means the Kite Realty Group Trust 2008 Employee Share Purchase Plan.

"PURCHASE PERIOD" means the period designated by the Committee on the last trading day
of which purchases of Common Shares are made under the Plan.

"PURCHASE PRICE" means the purchase price of each Common Share purchased under the
Plan.




1
|
2. SHARES SUBJECT TO THE PLAN. |
|

|
Subject to adjustment as provided in SECTION 28 below, the aggregate number of Commeon Shares that may

be made available for purchase by participating employees under the Plan is five hundred thousand (500,000). The
shares issuable under the Plan may, in the discretion of the Board, be authorized but unissued shares, treasury shares, or
shares purchased on the open market. '

|

I
|
The Plan shall be administered under the direction of the Committee. No member of the Board or the

Committee shail be liable for any action or determination made in good faith with respect to the Plan.
|

4, INTERPRETATION. !

3. ADMINISTRATION.

Subject to the express provisions of the P]an the Committee shall have authority to interpret the Plan, to
prescribe, amend and rescind rules relating to i, and to make all other determinations necessary or advisable in
administering the Plan, all of which determinations will be final and binding upon all persons.

5. ELIGIBLE EMPLOYEES.

Any employee of the Company or any of ‘Iits Participating Affiliates may participate in the Plan, except the
following, who are in¢ligible to participate: (a} an employee who has been emploved by the Company or any of its
Participating Affiliates for less than three months as of the beginning of an Offering Period; (b) an employee whose
customary employment is less than 20 hours per week and (c) an employee who, after exercising his or her rights to
purchase shares under the Plan, would own Common Shares (including shares that may be acquired under any
outstanding options) representing five percent or more of the total combined voting power of ali classes of shares of the
Company. The Board may at any time in its sole discretion, if it deems it advisable to do so, terminate the participation
of the employees of a particular Participating Affiliate.

6. PARTICIPATION IN THE PLAN. l

!

An eligible employee may become a participating employee in the Plan by completing an election to
participate in the Plan on a form provided by the Company and submitting that form to the Company’s Employee
Benefits Manager. The form will authorize: (i) payment of the Purchase Price by payroll deductions, and if authonized
by the Committee, payment of the Purchase Price b;y means of periodic cash payments from participating employees,
and (ii) the purchase of Common Shares for the employee's account in accordance with the terms of the Plan.

Enrollment will become effective upon the first day of an Offering Period.

7. OFFERINGS. i

At the time an eligible employee submits his or her election to participate in the Plan (as provided in SECTION
6 above), the employee shall elect to have deductio‘ps made from his or her pay on each pay day following his or her
enroliment in the Plan, and for as long as he or she Fhall participate in the Plan, The deductions will be credited to the
participating employee’s account under the Plan. Pursuant to SECTION 6 above, the Committee shall also have the
authority to authorize in the election form the payment for Common Shares through cash payments from participating
employees. An employee may not during any Offer]ing Period increase his or her percentage of payroll deduction for
that Offering Period, nor may an employee withdraw any contributed funds, other than in accordance with SECTIONS
16 through 22 below. |

|
8. OFFERING PERIODS AND PURCHASE PERIODS.
|

The Offering Periods and Purchase Period? shall be determined by the Committee. The first Offering Period
under the Plan shall commence on the date determined by the Committee. Each Oftering Period shall consist of one or
more Purchase Periods, as determined by the Committee.

|
2
|




9. RIGHTS TO PURCHASE COMMON SHARES; PURCHASE PRICE; WHOLE SHARES

Rights to purchase Common Shares will be deemed granted to participating employees as of the first trading
day of each Offering Period. The Purchase Price of each Common Share shall be determined by the Committee;
provided, however, that the Purchase Price shall not be less than 95 percent of the Fair Market Value of the Common
Shares on the last trading day of the Purchase Period; provided, further, that in no event shall the Purchase Price be less
than the par value of the Common Shares, No fractional shares shall be issued pursuant to the Plan, and any fractions
resulting from the purchase of shares under the Plan shall be eliminated in each case by rounding downward to the
nearest whole share. The remaining cash amount shall remain in the employees account until the next Purchase Period.

10. TIMING OF PURCHASE

Unless a participating employee has given prior written notice terminating such employee's participation in the
Plan, or the employee's participation in the Plan has otherwise been terminated as provided in SECTIONS 16 through
22 below, such employee will be deemed to have exercised automatically his or her right to purchase Common Shares
on the last trading day of the Purchase Period (except as provided in SECTION 16 below) for the number of Common
Shares which the accumulated funds in the employce's account at that time will purchase at the Purchase Price, subject
to the participation adjustment provided for in SECTION 15 below and subject to adjustment under SECTION 28
below,

11, PURCHASE LIMITATION

Notwithstanding any other provision of the Plan, no employee may purchase in any one calendar year under
the Plan and ail other "employee share purchase plans" of the Company and its Participating Affiliates Common Shares
having an aggregate Fair Market Value in excess of $25,000, determined as of the first trading date of the Offering
Period as to shares purchased during such period; provided, further, that the Committee may in its discretion, prior to
the start of an Offering Period, set a limit on the number or value of Common Shares an employee may purchase during
the Offering Period. Effective upon the last trading day of the Purchase Period, a participating employee will become a
shareholder with respect to the shares purchased during such pertod, and will thereupon have all dividend, voting and
other ownership rights incident thereto except as otherwise provided in SECTION 12 below. Notwithstanding the
foregoing, no shares shall be sold pursuant to the Plan unless the Plan is approved by the Company's shareholders.

12, ISSUANCE OF SHARE CERTIFICATES AND SALE OF PLAN SHARES.

On the last trading day of the Purchase Pericd, a participating employee wiil be credited with the number of
Common Shares purchased for his or her account under the Plan during such Purchase Period. Shares purchased under
the Plan will be held in the custody of an agent (the "Agent") appointed by the Board of Trustees. The Agent may hold
the shares purchased under the Plan in book entry form or in share certificates in nominee names and may commingle
shares held in its custody in a single account or share certificate without identification as to individual participating
employees. The Committee shall have the right to require any or all of the following with respect to Common Shares
purchased under the Plan:

(i) that a participating employee may not request that all or part of the Common Shares be reissued in the
employee's own name and the share certificates delivered to the employee or book entry made in the
employee’s own name until 120 days {(or such shorter period of time as the Committee may designate) have
elapsed since the first day of the Offering Period in which the shares were purchased and 90 days has elapsed
since the day the shares were purchased (the " Holding Period");

{i1) that all sales of shares during the Holding Period applicable to such shares be performed through a licensed
broker acceptable to the Company; and

(iii) that participating employees abstain from selling or otherwise transferring Common Shares purchased
pursuant to the Plan for a period lasting up to six months from the date the shares were purchased pursuant to
the Plan.



13, WITHHOLDING OF TAXES. {
[

To the extent that a participating cmploy'ee realizes ordinary income in connection with a sale or other transfer
of any Common Shares purchased under the Plan, the Company may withhold amounts needed to cover such taxes from
any payments otherwise due and owing to the participating employee or from shares that would otherwise be issued to

the participating employee hereunder. ‘l

14.  ACCOUNT STATEMENTS. |

The Company will cause the Agent to detliver to each participating employee a statemnent for each Purchase
Period during which the employee purchases Common Shares under the Plan, reflecting the amount of payroll
deductions during the Purchase Period, the numbcr of shares purchased for the employee's account, the price per share
of the shares purchased for the employee's account and the number of shares held for the employee’s account at the end
of the Purchase Period.

If in any Purchase Period the number of iinsold shares that may be made available for purchase under the Plan
pursuant to SECTION 1 above is insufficient to permit exercise of all rights deemed exercised by all participating
employees pursuant to SECTION 10 above, a participation adjustment will be made, and the number of shares
purchasable by all participating employees will be reduced proportionately. Any funds then remaining in a participating
employee'’s account after such exercise will be reftllnded to the employee.

15. PARTICIPATION ADJUSTMENT.

\
16. CHANGES IN ELECTIONS TO PURCHASE.
|

|
a. Ceasing Payroll Deductions or Periodi¢ Payments
[

A participating employee may, at any time prior to the last trading day of the Purchase Period, by written
notice to the Company, direct the Company to cease or reduce payroll deductions (or, if the payment for shares is being
made through periodic cash payments, notify the ¢ Company that such payments will be terminated), in accordance with
the following alternatives: 1

(i) The employee's option to purchase shall be reduced to the number of shares which may be purchased, as of
the last day of the Purchase Period, with the amount then credited to the employee's account; or

(i1) Withdraw the amount in such employee's account and terminate such employee's option to purchase.

b. Decreasing Payroll Deductions during 5:1 Purchase Period

|
A participating employee may decrease his or her rate of contributton once during a Purchase Period (but not
below $20.00 per pay period) by delivering to the Company a new form regarding election to participate in the Plan
under SECTION 6 above. |

c. Modifying Payroll Deductions or Perim!iic Payments at the Start of an Offering Period

Any participating employee may increase lor decrease his or her payroll deduction or periodic cash payments,
to take effect on the first day of the next Offering Period, by delivering to the Company a new form regarding election
to participate in the Plan under SECTION 6 above.l

|
17. VOLUNTARY TERMINATION OF EM]?LOYMENT OR DISCHARGE.
i
[n the evenl a participating employee volulntarily leaves the employ of the Company or a Participating
Affiliate, otherwise than by retirement under a plan of the Company or a Participating Affiliate, or is discharged for
causc prior to the last day of the Purchase Period, the amount in the employee's account will be distributed and the
employee's option to purchase will terminate. |

!
|
| 4
|
|




18. RETIREMENT OR SEVERANCE.

In the event a participating employee who has an option to purchase shares leaves the employ of the Company
or a Participating Affiliate because of retirement under a plan of the Company or a Participating Affiliate, or because of
termination of the employee’s employment by the Company or a Participating Affiliate for any reason except discharge
for cause, the participating employee may elect, within 10 days after the date of such retirement or termination, one of
the following alternatives:

(a) The employee's option to purchase shall be reduced to the number of shares which may be purchased, as of
the last day of the Purchase Period, with the amount then credited to the employee's account; or

(b) Withdraw the amount in such employee’s account and terminate such employee’s option to purchase.

In the event the participating employee does not make an election within the aforesaid 10-day period, he or she
will be deemed to have elected subsection | 8(b} above.

19. LAY-OFF, AUTHORIZED LEAVE OF ABSENCE OR DISABILITY.

Payroll deductions for shares for which a participating employee has an option to purchase may be suspended
during any period of absence of the employee from work due to lay-off, authorized leave of abscnce or disability or, if
the employee so elects, periodic payments for such shares may continue to be made in cash.

If such employee returns to active service prior to the last day of the Purchase Period, the employee's payroli
deductions will be resumed and if said employee did not make periodic cash payments during the employee's period of
absence, the employee shall, by written notice to the Company's Payroll Department within 10 days after the employee's
return to active service, but not later than the last day of the Purchase Period, elect:

(a) To make up any deficiency in the employee's account resulting from a suspension of payroll deductions by
an immediate cash payment;

(b) Not to make up such deficiency, in which event the number of shares to be purchased by the employee shall
be reduced to the number of whole shares which may be purchased with the amount, if any, then credited to the
employee's account plus the aggregate amount, if any, of all payroll deductions to be made thereafter; or

(c) Withdraw the amount in the employee's account and terminate the employec's option to purchase.

A participating employee on lay-off, authorized leave of absence or disability on the last day of the Purchase
Period shall deliver written notice to his or her employer on or before the last day of the Purchase Period, electing one
of the alternatives provided in the foregoing clauses (a), (b) and {c) of this SECTION 19. If any employee fails to
deliver such written notice within 10 days after the employee's return to active service or by the last day of the Purchase
Pertod, whichever is earlier, the employee shall be deemed to have elected subsection 19(c) above.

[f the period of a participating employee's lay-off, authorized leave of absence or disability shall terminate on
or before the last day of the Purchase Period, and the employee shall not resume active employment with the Company
or a Participating Affiliate, the employee shall receive a distribution in accordance with the provisions of SECTION 18
of this Plan.

20. DEATH.

[n the cvent of the death of a participating employee while the employee's option to purchase shares is in
effect, the legal representatives of such employee may, within three months after the employee's death (but no later than
the last day of the Purchase Period) by written notice to the Company or Participating Affiliate, elect one of the
following alternatives:

(a) The employee's option to purchase shall be reduced to the number of shares which may be purchased, as of
the last day of the Purchase Period, with the amount then credited to the employee's account; or

5



(b) Withdraw the amount in such emploifee‘s account and terminate such employee's option to purchase.
i

. | . R . .
[n the event the legal representatives of such employee fail to deliver such written notice to the Company or
Participating Affiliate within the prescribed period, the election to purchase shares shall terminate and the amount, then
credited to the employee’s account shall be paid t(;) such legal representatives.

21, FAILURE TO MAKE PERIOD!IC CASH PAYMENTS,
i
Under any of the circumstances contemplatcd by this Plan, where the purchase of shares is to be made through
periodic cash payments in lieu of payroll deductmns the failure to make any such payments shall reduce, to the extent
of the deficiency in such payments, the number of shares purchasable under this Plan by the participating employce.

22. TERMINATION OF PARTICIPATION:L

|

A participating employee will be refunded all moneys in his or her account, and his or her participation in the
Plan will be terminated if either (a) the Board elccts to terminate the Plan as provided in SECTION 27 below, or (b) the
employee ceases to be eligible to participate in the Plan under SECTION 5 above. As scon as practicable following
termination of an employee's participation in the Plan the Company will deliver to the employee a check representing
the amount in the employee's account and a share Certificate representing the number of whole shares held in the
employee's account. Once terminated, part1c1pat10n may not be reinstated for the then current Offering Period, but, if
otherwise eligible, the employee may clect to participate in any subsequent Offering Period,
23. ASSIGNMENT. &
|

No participating employee may assign hi$ or her rights to purchase Comnmon Shares under the Plan, whether
voluntarily, by operation of law or otherwise. Any;payment of cash or issuance of Common Shares under the Plan may
be made only to the participating employee (or, in the event of the employee's death, to the employee's estate). Once a
share certificate has been issued to the employee or for his or her account, such certificate may be assigned the same as

any other share certificate.

24, APPLICATION OF FUNDS.

All funds received or held by the Company under the Plan may be used for any corporate purpose until applied
to the purchase of Comimon Shares and/or refunded to participating employees. Participating employees' accounts will
not be segregated.

25. NO RIGHT TO CONTINUED EMPLOYEMENT.

Neither the Plan nor any right to purchaschommon Shares under the Plan confers upon any employee any
right to continued employment with the Company or any of its Participating Affiliates, nor will an employee’s
participation in the Plan restrict or interfere in any {Jvay with the right of the Company or any of its Participating
Affiliates to terminate the employec's employment at any time.

26. AMENDMENT OF PLAN. i

The Board may, at any time, amend the Pl"fm in any respect {inciuding an increase in the percentage specified
in SECTION 9 above used in calculating the Purchase Price); prov1dcd however, that without approval of the
shareholders of the Company no amendment shall be made (a) increasing the number of shares specified in SECTION 1
above that may be made available for purchase under the Plan (except as provided in SECTION 28 below) or (b)
changing the eligibility requirements for pamc1panng in the Plan. No amendment may be made that impairs the vested
rights of participating employees. |

[

|




27. TERM AND TERMINATION OF THE PLAN.

The Plan shall be effective as of the Effective Date. The Board may terminate the Plan at any time and for any
reason or for no reason, provided that such termination shall not impair any rights of participating employees that have
vested at the time of termination.

28. EFFECT OF CHANGES IN CAPITALIZATION.
a. Changes in Shares.

If the number of outstanding Commeon Shares increased or decreased or the Common Shares are changed into
or exchanged for a different number or kind of shares or other securities of the Company by reason of any
recapitalization, reclassification, share split, reverse split, combination of shares, exchange of shares, share dividend, or
other distribution payable in capital shares, or other increase or decrease in such shares effected without receipt of
consideration by the Company occurring after the Effective Date, the number and kinds of shares that may be purchased
under the Plan shall be adjusted proportionately and accordingly by the Company. In addition, the number and kind of
shares for which rights are outstanding shall be similarly adjusted so that the proportionate interest of a participating
employee immediately following such event shall, to the extent practicable, be the same as immediately prior to such
event. Any such adjustment in outstanding rights shall not change the aggregate Purchase Price payable by a
participating emplayee with respect to shares subject to such rights, but shall include a corresponding proportionate
adjustment in the Purchase Price per share. Notwithstanding the foregoing, in the event of a spin-off that results in no
change in the number of outstanding Common Shares of the Company, the Company may, in such manner as the
Company deems appropriate, adjust (i) the number and kind of shares for which rights are outstanding under the Plan,
and {ii) the Purchase Price per share.

b. Reorganization in which the Company is the Surviving Company.

Subject to SECTION C, if the Company shall be the surviving company in any reorganization, merger or
consolidation of the Company with one or more other corporations or other entities, all outstanding rights under the
Plan shall pertain to and apply to the securities to which a holder of the number of Common Shares subject to such
rights would have been entitled immediately following such reorganization, merger or consolidation, with a
corresponding proportionate adjustment of the Purchase Price per share so that the aggregate Purchase Price thereafter
shall be the same as the aggregate Purchase Price of the shares subject to such rights immediately prior to such
reorganization, merger or consolidation.

¢. Reorganization in which the Company is not the Surviving Company, Sale of Assets or Shares, and Other
Corporaie Transactions.

Upon any dissolution or liquidation of the Company, or upon a merger, conselidation or reorganization of the
Company with one or more other.corporations or other entities in which the Company is not the surviving company, or
upon a sale of all or substantially all of the assets of the Company to another corporation or other entity, or upon any
transaction (including, without limitation, a merger or reorganization in which the Company is the surviving company)
approved by the Board that results in any person or entity owning more than 80 percent of the combined voting power
of all classes of shares of the Company, the Plan and all rights outstanding hereunder shall terminate, except to the
extent provision is made in writing in connection with such transaction for the continuation of the Plan and/or the
assumption of the rights theretofore granted, or for the substitution for such rights of new rights covering the shares of a
SuUCCessor entity, or a parent or subsidiary thereof, with appropriate adjustments as to the number and kinds of shares
and exercise prices, in which event the Plan and rights theretofore granted shall continue in the manner and under the
terms so provided. In the event of any such termination of the Plan, the Offering Period and the Purchase Period shall be
deemed to have ended on the last trading day prior to such termination, and in accordance with SECTION 12 above the
rights of each participating employee then outstanding shall be deemed to be automatically exercised on such last
trading day. The Board shail send written notice of an event that will result in such a termination to all participating
employees at least ten (10) days prior to the date upon which the Plan will be terminated.




|
d. Adjustments. :
Adjustments under this SECTION 28 related to Common Shares or other securities of the Company shall be
made by the Committee, whose determination in that respect shall be final, binding, and conclusive,

e. No Limitations on Company. [
I

The grant of a right pursuant to the Plan §hall not affect or limit in any way the right or power of the Company
to make adjustments, reclassifications, reorganizaltions or changes of its capital or business structure or to merge,
consolidate, dissolve or liquidate, or to sell or transfer all or any part of its business or assets.

29, Governmental Regulation. i
The Company's obligation to issuc, sell and deliver Common Shares pursuant to the Plan is subject to such

approval of any governmental authority and any nanonal securities exchange or other market quotation system as may
be required in connection with the authorization, i 1|ssuance or sale of such shares.

|
30. Shareholder Rights. I

Any dividends paid on shares held by thcii Company for a participating employee's account will be transmitted
to the employee. The Company will deliver to each participating employee who purchases Commaon Shares under the
Plan, as promptly as practicable by mail or otherwise, all notices of meetings, proxy statements, proxies and other
materials distributed by the Company to its shareholders. Any Common Shares held by the Agent for an employee's
account will be voted in accordance with the employee's duly delivered and signed proxy instructions. There will be no
charge to participating employees in connection with such notices, proxies and other materials.
L
[
|

31. Rute 16B-3.

Transactions under this Plan are intended to comply with all applicable conditions of Rule 16b-3 or any
successor provision under the Securities Exchange Act of 1934, as amended. [f any provision of the Plan or action by
the Board fails to so comply, it shall be deemed null and void to the extent permitted by law and deemed advisable by
the Board. Moreover, in the event the Plan does nc‘!t include a provision required by Rule 16b-3 to be stated herein, such
provision {other than one relating to eligibility requirements, or the price and amount of awards) shall be deemed
automatically to be incorporated by reference into the Plan.

32. Payment of Plan Expenses. \

|
The Company will bear all costs of admi ﬂ stering and carrying out the Plan,
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The undersigned shareholder of Kite Reatty Group Trust hereby acknowledges receipt of the Notice of Annual Meeting of
Shareholders and Proxy Statement, each dated f\pn‘l 11, 2008, and hereby appoints John A Kite and Daniel R. Sink, and
each of them, as attomeys-in-fact and pmxiee:I of the undersigned, with full power of substitution, to vote all of the
common shares of Kite Reafty Group Trust that the undersigned may be entitied to vote at the Annual Meeting of
Shareholders of Kite Realty Group Trustto be held at 30 S. Meridian Street, 8th Floor, Indianapolis, Indiana on Tuesday,
May 6, 2008 at 9:00 a.m. (local time), and at any,and all postponements and adjoumments thereof, with ail powers that
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the following instructions. |
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PROPOSAL 2, "FOR" PROPOSAL 3 AND WlTH RESPECT TO ALL OTHER MATTERS AS MAY PROPERLY
COME BEFORE THE MEETING, THIS PROXY SHALL BE VOTED WITH DISCRETIONARY AUTHORITY.
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CORPORATE INFORMATION

CORPORATE HEADGUARTERS

Kite Realty Group Trust

30 South Meridian, Suite 1100
Indianapolis, Indiana 46204
Phone: (317) 577-5600

Fax: (317) 577-5605

INTERNET
www.kiterealty.com

EXCHANGE LISTING
New York Stock Exchange
NYSE NYSE: KRG

INDEPENDENT AUDITORS
Ernst & Young, LLP

TRANSFER AGENT AND REGISTRAR
LaSalle Bank National Association
135 South LaSalle Street
Chicago, IL 60603-3499

(312) 904-2000

SHAREHOLDER INFORMATION
Shareholders seeking financial and
operating information may contact
Investor Relations, Kite Realty Group
Trust, 30 South Meridian, Suite 1100,
Indianapolis, Indiana 46204. Current

FORM 10-K

Copies of the Company's Annual
Report on Form 10-K for the year
ended December 31, 2007 are
available to shareholders without
charge upon written request to:

Investor Relations
30 South Meridian, Suite 1100
Indianapolis, Indtana 46204

ANNUAL MEETING

The Annual Meeting of Shareholders
will be held at 9:00 a.m. local time on
May 6, 2008, at 30 South Meridian,
8th Floor Conference Center,
Indianapolis, Indiana 46204,

BOARD OF TRUSTEES
Alvin E. Kite

Chairman of the Board
Kite Realty Group Trust

John A. Kite
President and Chief Executive Officer,
Kite Realty Group Trust

Wiilliam E. Bindley
Chairman
Bindley Capital Partrers, LLC

Dr. Richard A. Cosier
Dean and Leeds Professor of
Management, Purdue University

Eugene Golub
Chairman, Golub & Company

Gerald L. Moss
Honorary of Counsel, Bingham
McHale, LLP

Michael L. Smith

Retired former Executive Vice
President and Chief Financial Officer,
Wellpoint, Inc. (Formerly Anthem, Inc.)

EXECUTIVE MANAGEMENT TEAM
John A. Kite
President and Chief Executive Officer

investor information, including press
releases and quarterly earnings
information, can be obtained at
www.kiterealty.com.

Thomas K. McGowan
Senior Executive Vice President and
Chief Operating Officer

Daniel R. Sink
Executive Vice President and
Chief Financial Officer

SECURITIES AND EXCHANGE COMMISSION AND NEW YORK STOCK EXCHANGE CERTIFICATIONS

The certifications of the Chief Executive Officer and Chief Financial Officer of the Company cerlifying the quality of the Company’s public disclosure and
required to be filed with the Securities and Exchange Commission pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, have been filed as Exhibits 31.1
and 31.2, respectively, in the Company's Annual Report an Form 10-K for the year ended December 31, 2007. The Company has submitted to the New York
Stock Exchange the certification of the Chief Executive Officer certifying that he is not aware of any violation by the Company of the New York Stock Exchange
corporate governance listing standards.

FORWARD-LOGKING STATEMENTS

This annual report contains certain statements that are not historical fact and may constitute forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995. Such forward-looking statements involve known and unknown risks, uncertainties and other factors which may
cause the actual results of the Company to differ materially from historical results or from any results expressed or implied by such forward-looking statements
including, without limitation: national and local economic, business, real estate and other market conditions; the ability of tenants to pay rent; the competitive
environment in which the Company operates; financing risks; property ownership and management risks; the level and volatility of interest rates; the financial
stability of tenants; the Company’s ability to maintain its status as a REIT for federal income tax purposes; acquisition, disposition, development and joint venture
risks; potential environmental and other liabilities; and other factors affecting the real estate industry generally, The Company refers you to the documents filed by
the Company from time to time with the Securities and Exchange Commission, specifically the section titled “Business Risk Factors” in the Company’s Annual
Report an Form 10-K for the year ended December 31, 2007, which discuss these and other factors that could adversely affect the Company’s results,
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