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PART 1
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

» o« »

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.
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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
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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 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, construction and management
company.

We conduct all of our business through our Operating 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
received units of the Operating Partnership 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 million 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.

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 development” in the accompanying consolidated balance sheet.

Our operating portfolio, development/redevelopment pipeline and land parcels are located in Indiana, Florida, Texas, Illinois, New Jersey,
Georgia, Washington, North Carolina, Ohio, and Oregon.

We also own interests in four commercial operating properties totaling approximately 563,000 square feet of net rentable area and an
associated parking garage, all located in Indiana. Occupancy 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 land:

e InJanuary 2007, we purchased approximately 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;

* In March 2007, we purchased approximately 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 developing this 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, will be
reduced to 20% upon the commencement of construction; and
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In August 2007, we purchased approximately 14 acres of land in South Elgin, Illinois for approximately $5.9 million with
borrowings from our unsecured revolving credit facility. We subsequently refinanced this debt 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 Commons. 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 11, 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 II, 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 leased 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 outparcels) 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 large 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 feet 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 Kohl’s and Winco Foods; and
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*  Bayport Commons, a 286,000 square foot 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
Michaels, 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 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.

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 facility. 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 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 days.

The amount that we may borrow under the unsecured 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. Our 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.

Our ability to borrow under the unsecured facility 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 $0.80 per common share in 2007. Based on the most recent quarter, our annualized cash distribution is $0.82 per
common share.

Business Strategy

Our primary business objectives are to generate increasing cash flow, achieve sustainable long-term growth and maximize shareholder
value primarily through the development, 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:

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

* continuing to selectively pursue land parcels in attractive markets that can support retail 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;
6
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» successfully redeveloping certain assets;
* selling certain assets and recycling capital; and

* 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. Our 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, at a total estimated project cost of approximately $392 million. Our
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 criteria and prospective use, including:
* historical and projected population growth;

* 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;
* Dbarriers to the development of competing centers; and

* diverse employment base.
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We also consider opportunities to expand into other geographic markets if we believe those markets have favorable long-term
growth prospects.
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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 which we believe increase
traffic at the centers and are generally beneficial to the value of the center. We also seek properties 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 in 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 seek 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, Old 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 Leasing Strategy. We believe that focused property management, leasing and tenant retention are essential to
maximizing the cash flow and value 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 our properties.

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 local 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 leasing
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 knowledgeable 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
to 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 required
under the Internal Revenue Code) if we do not have sufficient cash available to make those distributions.

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 development, acquisition and operation of neighborhood and community shopping centers is highly
fragmented. We face competition from 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
persons 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 damages 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.

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 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 third 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 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.

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 Committee, 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:

. risks related to our operations;
. risks related to our organization and structure; and
. tax risks.
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RISKS RELATED TO OUR OPERATIONS
Our results of operations are significantly influenced by the United States economy and the market for retail space generally.

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 exposes us to greater economic risks than if we owned properties in
numerous geographic regions. Any adverse economic or real estate developments in Indiana, Florida, Texas, or the surrounding regions, or any
decrease in demand for retail 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 consolidated 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 to historical 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 protection 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
obligations. Developing an effective interest rate risk strategy is complex and no strategy can completely insulate us from risks associated 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.

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
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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 least 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;

. 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 favorable 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 17 since our IPO, 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 portfolio 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 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. Our failure to successfully integrate any future
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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 shareholders.

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:

. abandonment of development activities after expending resources to determine feasibility;
. construction delays or cost overruns that may increase project costs;
. 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 land use laws; and

. 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.

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 to
terminate their leases. If any of these 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 the
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 shareholders.

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 loss of our investment. Also, certain of these mortgages contain customary negative covenants which,
among 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.

Our revolving credit facility contains certain financial and operating covenants, including, among other things, certain coverage ratios, as
well as limitations on our ability to incur debt, make dividend payments, sell all or substantially all of our assets and engage in mergers and
consolidations 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/or 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.

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. Our 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
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significantly weaken their financial condition. As a result, our tenants
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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 bankruptcy 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.

QOur 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;

. our joint venture partners may have business interests or goals with respect to the property that conflict with our business
interests and goals, which 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-
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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 venture.

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

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 are 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 currently 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 competition for development and acquisition opportunities. Many of our 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 expansion 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.

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 construction delays or cost overruns that may increase project costs and make a project uneconomical, the risk that occupancy or rental rates
at a completed project will not be sufficient to enable us to pay operating expenses or earn the targeted rate of return on investment, and the risk
of incurrence of predevelopment costs in connection with projects that are not pursued to completion. In addition, various tenants may have the
right to withdraw 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.
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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 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
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 million 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 requirements 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 certain 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:

. 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 total annualized base rent is located;

. local oversupply, increased competition or reduction in demand for space;

. inability to collect rent from tenants;

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

. decreased attractiveness of our properties to tenants;

. changes in market rental rates;

. inability to finance property development, tenant improvements and acquisitions on favorable terms;

. increased operating costs, including costs incurred for maintenance, insurance premiums, utilities and real estate taxes;
. the need to periodically fund the costs to repair, renovate and re-let space;
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. 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;
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. 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 defaults 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.

Insurance coverage on our properties may be expensive or difficult to obtain, exposing us to potential risk of loss.

In the future, we may be unable to renew or duplicate 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 will 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 develop 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 expenses.

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
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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 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 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:

. existing environmental studies with respect to our properties reveal all potential environmental liabilities;

. 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
leases 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.

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, including 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 performance and the performance of other similar companies;
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. actual or anticipated differences in our quarterly operating results;

. changes in our revenues or earnings estimates or recommendations by securities analysts;

. publication by securities analysts of research reports about us or our industry;

. additions and departures of key personnel;

. strategic decisions by us or our competitors, such as acquisitions, divestments, spin-offs, joint ventures, strategic

investments or changes in business strategy;

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

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

. 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 regulatory developments that adversely affect us or our industry;
. speculation in the press or investment community;

. actions by institutional shareholders or hedge funds;

. changes in accounting principles;

. terrorist acts; and

. general market conditions, including factors unrelated to our performance.

In the past, securities class action litigation has often 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 common shares eligible for future sale could cause our common share price to decline significantly.

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.

RISKS RELATED TO OUR ORGANIZATION AND STRUCTURE

QOur 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 common 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.
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Our organizational documents contain provisions that may have an anti-takeover effect and inhibit a change in our management.
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(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, so
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 holders 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 all 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 could 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 parties if such income would cause us to fail to comply with the REIT gross
income requirements. The various ownership restrictions may:

. discourage a tender offer or other transactions or a change in management or control 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 common 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 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 our 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 common shares
with respect to payment of distributions, 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 cumulative voting rights.
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Certain provisions of Maryland law could inhibit changes in control.

Certain provisions of Maryland law may have the effect of inhibiting a third party from making a proposal to acquire us or of impeding a
change of control 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:

. “business combination moratorium/fair price” provisions that, subject to limitations, prohibit certain business combinations
between us and an “interested 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
becomes an interested shareholder, and thereafter imposes stringent fair price and super-majority shareholder voting
requirements on these combinations; and

. “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 circumstances.

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.

Certain officers and trustees may have interests that 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
Partnership, 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 luxury 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.

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
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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 shareholders. 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 shareholders
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 shareholders with respect to each year at least 90% of our REIT taxable income (excluding capital
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 complex nature of the rules governing REITs and the ongoing 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
individual shareholders at favorable rates. We also could be subject to the federal alternative minimum 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 earnings and the value of our securities. In addition, we
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would no longer be required to pay any distributions to shareholders. If we fail to qualify as a REIT for federal income tax purposes and are able
to avail ourselves of one or more 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 REIT.

Even if we qualify as a REIT for federal income 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 believe 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 entities 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, LL.C as a taxable REIT subsidiary, and we may elect to treat other subsidiaries as taxable REIT
subsidiaries in the future. In this regard, several provisions of the laws applicable to REITs and their subsidiaries 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 addition, 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 localities 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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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:

OPERATING RETAIL PROPERTIES - TABLE I

Year Addedto  Acquired, Percentage of
Year Operating Redeveloped, Owned
Property!:2 State MSA Built/Renovated Portfolio or Developed Total GLA2 Owned GLA2 GLA Leased3
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%
International Speedway
Square FL Daytona 1999 1999 Developed 233,901 220,901 98.2%
King’s Lake Square FL Naples 1986 2003 Acquired 85,497 85,497 87.0%
‘Wal-Mart Plaza FL Gainesville 1970 2004 Acquired 177,826 177,826 97.6%
Waterford Lakes Village FL Orlando 1997 2004 Acquired 77,948 77,948 97.6%
Eagle Creek Lowe’s FL Naples 2006 2006 Developed 165,000 — o
Pine Ridge Crossing FL Naples 1993 2006 Acquired 258,874 105,515 97.1%
Riverchase FL Naples 1991/2001 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 I Chicago 2002 2004 Acquired 138,265 132,716 89.2%
Fox Lake Crossing IL Chicago 2002 2005 Acquired 99,072 99,072 90.9%
Beacon Hill Shopping
Center - I IN 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 IN Indianapolis 2005 2005 Developed 348,835 279,558 94.9%
Traders Point 1T IN Indianapolis 2005 2005 Developed 46,600 46,600 61.4%
Hamilton Crossing IN Indianapolis 1999 2004 Acquired 87,424 82,424 100.0%
Fishers Station5 IN Indianapolis 1989 2004 Acquired 114,457 114,457 82.4%
Whitehall Pike IN Bloomington 1999 1999 Developed 128,997 128,997 100.0%
The Centre® 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 I IN Indianapolis 2005 2005 Developed 12,200 — &
Geist Pavilion IN Indianapolis 2006 2006 Developed 64,114 64,114 97.2%
Zionsville 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%
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Martinsville Shops IN Martinsville 2005 2005 Developed 10,986 10,986 100.0%
50 South Morton IN Indianapolis 1999 1999 Developed 2,000 2,000 100.0%
Ridge Plaza NJ Oak Ridge 2002 2003 Acquired 115,088 115,088 96.9%
Eastgate Pavilion OH Cincinnati 1995 2004 Acquired 236,230 236,230 100.0%
Cornelius Gateway

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 TX Dallas 2000 2004 Acquired 299,847 299,847 99.3%
Sunland Towne Centre X El Paso 1996 2004 Acquired 312,450 307,474 92.1%
Galleria Plaza$ X Dallas 2002 2004 Acquired 44,306 44,306 100.0%
Cedar Hill Village X Dallas 2002 2004 Acquired 139,092 44,262 94.2%
Preston Commons X Dallas 2002 2002 Developed 142,539 27,539 92.5%
Burlington Coat Factory®  TX San Antonio 1992/2000 2000 Redeveloped 107,400 107,400 100.0%
Plaza Volente X Austin 2004 2005 Acquired 160,333 156,333 98.1%
Market Street Village X Hurst 1970/2004 2005 Acquired 164,125 157,125 100.0%
50th & 12th WA Seattle 2004 2004 Developed 14,500 14,500 100.0%
Four Corner Square WA Seattle 1985 2004 Acquired 73,099 73,099 82.3%
TOTAL 7,392,845 4,732,924 94.8 %
* Property consists of ground leases only and no Owned GLA. As of 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 I —one of two outlots leased.

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

2 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.
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Percentage of Owned GLA Leased reflects Owned GLA/NRA leased as of December 31, 2007, except for Greyhound Commons,
Weston Park Phase I and Eagle Creek Lowe’s (see *).

We acquired a 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 certain circumstances.

This property is divided into two parcels: a grocery store and small shops. We own a 25% interest in the small shops parcel through a
joint venture and a 100% interest in the grocery store. The joint venture partner is entitled to 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 the property.

We do not own the land at this property. It has leased the land pursuant 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.

OPERATING RETAIL PROPERTIES — TABLE IT

Base
Percentage Rent
Annualized of Per
Annualized Ground Annualized Annualized Leased Major Tenants and
Base Rent Lease Total Retail Total Retail Owned Non-Owned
operty State MSA  Encumbrances Revenue Revenue Revenue!  Revenue GLA? Anchors3
on
ngs Cost Plus, AC Moore,
a FL Naples  $ 20,000,000 $ 1,864,536 $ 228,828 $ 2,093,364 3.39% $22.59 Staples, Target (non-owne
ro
n
1Mmons FL Naples 17,736,222 563,603 981,000 1,544,603 2.50% 29.03 Lowe’s Home Improveme
national Bed, Bath & Beyond, Circ
dway City, Stein Mart, Old Nav
ire FL Daytona 19,183,198 2,439,852 362,900 2,802,752 4.54% 11.25 Staples, Michaels
’s Lake
ire FL Naples — 1,032,519 — 1,032,519 1.67% 13.88 Publix
Mart Books-A-Million,Save-A-
a FL  Gainesville — 911,463 — 911,463 1.48%  5.25 Wal-Mart
erford
S
1ge FL Orlando — 904,042 — 904,042 1.46% 11.89 Winn-Dixie
e Creek
e’s FL Naples — — 800,000 800,000 1.30% —+owe’s Home Improveme
Publix, Target (non-owne
Ridge Beall’s Dept Store
sing FL Naples 17,500,000 1,621,957 — 1,621,957 2.63% 15.82 (non-owned)
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Jacksonville
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Chicago
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Indianapolis
Indianapolis
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10,500,000 1,127,433
— 1,389,344

— 817,202
13,300,000 1,484,543
— 1,088,087
4,006,861 832,970
— 795,723
29,700,000 2,396,233
— 1,515,247
11,728,026 1,282,165
11,074,807 545,097
18,000,000 2,099,569
12,109,844 1,643,138
48,000,000 3,764,554
7,799,665 744,332
— 1,423,070
4,546,291 1,174,629
9,096,127 1,014,000
— 973,558

1,731,369 562,734
— 464,755

— 1,127,433

85,000

60,000

85,500

713,996

71,500

1,389,344

817,202

1,484,543

1,088,087

832,970

795,723

2,396,233
1,600,247

1,282,165

605,097
2,185,069

1,643,138

4,478,550

744,332
1,494,570
1,174,629

1,014,000
973,558

562,734
464,755

1.83%

2.25%

1.32%

2.40%

1.76%

1.35%

1.29%

3.88%

2.59%

2.08%

0.98%

3.54%

2.66%

7.25%

1.21%

2.42%

1.90%

1.64%
1.58%

0.91%
0.75%

14.39 Publix

10.81 Albertson’s, Office Max
Circuit City, Lowe’s
(non-owned),

19.46 Wal-Mart (non-owned)
Beall’s Target
(non-owned),Lowes

10.29 (non-owned), Office Depc

6.65 Wal-Mart

11.59 Publix

11.66 Publix
Target (non-owned), Bed
Bath &
Beyond, Ross Dress for L
17.63 Petco

12.80 Caputos

14.24 Dominick’s Finer Foods

17.07 Strack & VanTil (non-ow
The Fresh Market, Stein N
16.85 Cardinal Fitness
PETCO, TJ Maxx, Kohl’s
13.80 (non-owned)
Dick’s Sporting Goods,
Kerasotes,
Marsh, Bed, Bath & Beyo
Michaels, Old Navy,
Petsmart, Books
14.20 A Million

26.02
17.27 Office Depot
12.45 Marsh

Lowe’s Home Improveme
7.86 Center

12.93 Osco Drug
13.62 Hancock Fabrics

9.42 Lowe’s Home Improveme
(non-owned), HH Gregg,
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— — 202,500

11,125,000 1,070,552
— 232,612
4,798,797 359,484
— 156,827

— 114,000
1,834,049

16,223,164
— 2,366,522
— 186,748
— 249,665

26,344,517 3,602,891

25,000,000 2,790,886
— 726,770
— 673,085

4,456,670 626,422

— 510,150

28,680,000 2,394,827

— 2,048,458

4,510,894 475,000

— 753,866

85,000

122,500

104,809

100,000

115,700

202,500

85,000
1,070,552
232,612
359,484
156,827

114,000
1,834,049

2,366,522
186,748
372,165

3,602,891

2,895,695
726,770
673,085

626,422

510,150
2,494,827
2,164,158

475,000

753,866

0.33%

0.14%

1.73%

0.38%

0.57%

0.25%

0.18%
2.97%

3.83%

0.30%

0.60%

5.83%

4.69%

1.18%

1.09%

1.01%

0.83%

4.04%

3.50%

0.77%

1.22%

Office Depot
Lowe’s Home Improveme
Center

—mon-owned)

Partytree Superstore, Ace
17.17 Hardware

20.77
Wal-Mart (non-owned),
15.01 HomeDepot (non-owned)

14.28 Walgreens (non-owned)

57.00
16.44 A&P, CVS

Best Buy, Dick’s Sporting
10.02 Goods, Value City Furnitt

19.18 Fedex/Kinkos

28.29 Wal-Mart (non-owned)
Hobby Lobby, Linens ‘N
12.10 Things, Marshalls

HMY Roomstore, Kmart,
9.86 Circuit City

16.40 Shoe Pavilion

24 Hour Fitness, JC Penny
16.14 (non-owned)

Lowe’s Home Improveme
24.59 (non-owned)

4.75 Burlington Coat Factory
15.62 HEB Grocery
Circuit City, Jo-Ann Fabr
13.04 Ross Stores

32.76 Walgreens

12.52 Johnson Hardware Store

$377,151,452 $57,649,169 $4,119,233 $ 61,768,402

100.00% $ 12.84
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1 Annualized Base Rent represents the contractual rent for December 2007 for each applicable property, multiplied by 12. This table does
not include Annualized Base Rent from development property tenants open for business as of December 31, 2007.
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2 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.

3 Represents the three largest tenants that occupy at least 10,000 square feet of GLA at the property, including non-owned anchors.
4 A third party manages this property.

5 In January 2008, we entered into a lease termination agreement 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 properties. We are in the process of identifying a replacement tenant.

6 We own a 60% interest in this property through a joint venture. Our portion of debt encumbering the property is $2,265,817.
Commercial Properties

As of December 31, 2007, we owned interests in four operating commercial properties totaling approximately 563,000 square feet of net
rentable area (“NRA”) and an associated parking garage. The following sets forth more specific information with respect to the Company’s
commercial properties as of December 31, 2007:

OPERATING COMMERCIAL PROPERTIES

Percentage Base
Percentage of Rent
Acquired, Of Owned Annualized Per
Year Built/ Redeveloped Owned NRA Annualized Commercial Leased Majos

perty MSA Renovated or DevelopedEncumbrances NRA Leased Base Rent! Base Rent Sq. Ft. Tenan

\na
Indiana
Supreme C
City Secur

y Kite Realt;

14 Indianapolis 1905/2002 Redeveloped $22,370,485 298,346 86.8% $4,652,053 60.1% $ 17.96 Group

Indianapolis 2003 Developed —85,875 100.0% 813,236 10.9%  9.47 Indiana De

Icts Administr:
University
Medical
Diagnostic
Associates
Indiana

g University
Healthcare

cal?  Indianapolis 1998/2002 Redeveloped —63,431 100.0% 1,466,603 19.7% 23.12 Associates

n

mn

ng Denison

oe3  Indianapolis 1986 Acquired — N/A N/A N/A N/A N/A Parking

na Indianapolis 2004 Developed 3,978,684 115,000 100.0% 693,450 9.3%  6.03 Indiana De
of

rpool Administrz
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TOTAL  $26,349,169 562,652 93.0% $7,625,342 100.0% $ 14.57

Annualized Base Rent represents the monthly contractual rent for December 2007 for each applicable property, multiplied by 12.
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We own a 50% interest in this property through a joint venture with one of the tenants at this property. Our portion of debt encumbering
the property is $5,915,288.

Annualized Base Rent for 2007 is approximately $500,000.

Annualized Base Rent includes $890,942 from the Company and subsidiaries as of December 31, 2007.

Retail Development/Redevelopment Properties

expected to contain approximately 1.8 million square feet of gross leasable area (including non-owned anchor space) upon completion. The

In addition to our operating retail properties, as of December 31, 2007, we owned 11 retail development/ redevelopment properties that are

following sets forth more specific information with respect to the Company’s retail development properties as of December 31, 2007:

Percent Cost
Actual/ Percent of Owned Total Incurred
Company Projected Projected Projected of Owned GLA Estimated asof T
nt Ownership Opening Owned Total GLA Pre-Leased/  Project Dec.31, N
%% MSA Encumbrances Date! GLA? GLA3  Occupied’” Committed> Cost* 20074

60% Tampa  $ 18,024,852 Q4 2007 97,200 286,000 45.1% 87.3% $ 27,300 $ 26,085 Mi
Pe
Ta
(nc
Be
50% Ft. 21,868,702 Q4 2008 153,600 163,600 0.0% 751% 47,000 28,436 W]
Lauderdale St:
50% Crown —Q4 2007 19,160 19,160 33.4% 33.4% 5,000 3,984 St
Point Va
(nc
W
(nc
100%  Indianapolis 9,297,177 Q1 2007 26,000 50,820 17.3% 17.3% 11,300 11,000 W:
(nc
Indianapolis —Q4 2007 N/A 20,100 0.0% 100.0% 2,500 2,500 Fre

100%
50% Carmel —Q4 2008 41,000 41,000 0.0% 100.0% 8,500 546 M«
Pr:
Gr
100% Chicago 10,397,550 Q4 2006 81,607 151,607 47.3% 82.4% 16,500 12,852 Ca
M:
(nc
TJ
95% Tri-Cities —Q4 2006 12,538 12,538 57.5% 82.5% 3,400 2,974 W;
(nc
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50% Seattle 15,626,188 Q1 2007 83,000 289,000 43.4% 79.0% 24,300 21,712 Ro
Pe
\ Kc
(nc
Wi
(nc
Current Development 75,214,469 514,105 1,033,825 26.6% 76.9% $ 145,800 $ 110,089
Existing Projected  Total Major
Company Existing Projected Projected Owned Owned Estimated Tenants a
development Ownership Owned Owned Total GLA GLA Project Non-own
Projects % MSA Encumbrances GLA  GLA? GLA3 Leased Leased Cost4 Anchor
ps at Eagle 100% Naples — 72,271 72,271 72,271 55.3% 553%$% 3,500 Staples
ek, FL89
ndale Town 100% Indianapolis —362,273 404,000 685,000 93.8% 84.1% 15,000 Macy’s,
ter, IN8.10 Target
(non-owne
Lowe’s
(non-owne
Kerasotes
Theatre,
Staples
total — Redevelopment Projects $75,214,469 434,544 476,271 757,271 18,500
al Current Development/Redevelopment Projects 990,376 1,791,096 $ 164,300

1 Opening Date is defined as the first date a tenant is open for business or a ground lease payment is made. Stabilization (i.e., 85%

occupied) typically occurs within six to twelve months after the opening date.
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2 Projected Owned GLA represents gross leasable area we project we will own. It excludes square footage that we project will be
attributable to non-owned outlot structures on land owned by us and expected to be ground leased to tenants. It also excludes non-owned
anchor space.

3 Projected Total GLA includes Projected Owned GLA, projected square footage attributable to non-owned outlot structures on land that
we own, and non-owned anchor space that currently exists or is under construction.

4 Dollars in thousands. Reflects both the Company’s and partners’ share of costs.

5 Excludes outlot land parcels we own and ground lease to tenants. Includes leases under negotiation for approximately 16,259 square feet
for which we have signed non-binding letters of intent.

6 We own the following development properties through joint ventures: Cobblestone Plaza (50%); Sandifur Plaza (95%); Beacon Hill
(preferred return, then 50%); Gateway Shopping Center (preferred return, then 50% until internal rate of return threshold is reached and
then 25%); Spring Mill Medical II (preferred return, then 50%) and Bayport Commons (preferred return, then 60%).

7 Includes tenants that have taken possession of their space or have begun paying rent.
8 This property has been removed from the operating portfolio statistics during its redevelopment.
9 We are in the process of re-tenanting the anchor space formerly occupied by Winn-Dixie with two junior box users. We have an executed

lease with Staples for approximately one-half of the former grocery space.

10 Target Corporation acquired 10.5 acres in April 2007 and will anchor the redevelopment. We will construct approximately 62,000 square
feet of new b-shop/professional office space and leasing activities have commenced. Existing tenants that will remain throughout the
redevelopment process include Macy’s, Kerasotes Theaters, Staples, Indianapolis-Marion Co. Public Library, OASIS, Lenscrafters, Taco
Bell, and O’Charley’s.

11 Beacon Hill Phase I was transferred to the operating portfolio in the third quarter of 2007 at a total cost of $12 million.
Other Development Activity

In addition to our current development pipeline, as displayed in the table above, 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 $391.8 million.

Total Cost
KRG Estimated Incurred as
Ownership Estimated Estimated Total Project of Dec. 31,
Project MSA %2 Encumbrances Start Date GLA! Costl:3 20075 Potential Tenancy
Parkside Town
Commons, NC3 Raleigh 40% $ — TBD 1,500,000 $ 134,000 $ 51,433 Mixed Use Shopping Center
Delray Delray Grocery, Theater, Jr. Boxes,
Marketplace, FL. Beach 50% 9,080,033 TBD 318,000 100,000 35,335 Shops, Restaurants
Eddy Street
Commons Phase I,
IN7 South Bend 100% — TBD 465,000 70,000 1,743 Retail, Apartments, Office
Maple Valley, Grocery, Hardware Store,
WA# Seattle 100% — TBD 156,000 36,000 7,825 Shops, Restaurants
Broadstone
Station (Apex),
NC Raleigh 100% — TBD 345,000 25,600 17,026 Power Center
Chicago 100% 4,425,000 TBD 308,000 26,200 6,508 Power Center
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South Elgin
Commons, IL

Total Visible Shadow Pipeline $ 13,505,033 3,092,000 391,800 $ 119,870
Grand Total — All Development Activit§y $ 88,719,502 $ 556,100
1 Total Estimated Cost and Estimated Total GLA based on preliminary site plans and includes non-owned anchor space that exists or is

currently under construction.

2 We own the following development properties through joint ventures: Delray Marketplace (preferred return, then 50%) and Cobblestone
Plaza (preferred return, then 50%).

3 In December 2006, Parkside Town Commons was acquired in a joint venture with Prudential Real Estate Investors. Our interest in this
joint venture is currently 40% and will become 20% upon the commencement of construction. Our portion of debt encumbering this
property at December 31, 2007 was $19,912,566.
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4 “Total Estimated Cost” includes the acquisition cost of the Four Corner Square shopping center which is a component of the Maple Valley
redevelopment.

5 Dollars in thousands. Reflects both the Company’s and partners’ share of costs.

6 Includes the Current Development Pipeline, Redevelopment Projects and the Visible Shadow Pipeline.

7 The total estimated cost of the initial phase includes retail, office, and multi-family. We intend to own 100% of the retail and office while

utilizing a joint venture for the multi-family component.
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
Anchor Anchor
Number of Number of Company Owned Owned
Tenant Locations Total GLA Leases Owned GLA? Locations GLA3
Lowe’s Home Improvement 9 1,247,630 3 128,997 6 1,118,633
Wal-Mart 5 749,649 2 234,649 3 515,000
Target 5 536,732 0 0 5 536,732
Federated Department Stores 1 237,455 1 237,455 0 0
Publix 5 234,246 5 234,246 0 0
Home Depot 1 140,000 0 0 1 140,000
Circuit City* 4 132,347 4 132,347 0 0
Dick’s Sporting Goods 2 126,672 2 126,672 0 0
Marsh Supermarkets 2 124,902 2 124,902 0 0
Ross Stores 4 118,374 4 118,374 0 0
Total 38 3,648,007 23 1,337,642 15 2,310,365
1 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 Owned GLA to account for this property.
2 Excludes the estimated size of the structures located on land we own and ground lease to tenants.
3 Includes the estimated size of the structures located on land we own and ground lease to tenants.
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4 In January 2008, we entered into a lease termination agreement 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 properties. We are in the process of identifying a replacement tenant.

The following table sets forth certain information for the largest 25 tenants open for business at the Company’s retail and commercial

properties based on minimum rents in place as of December 31, 2007:
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% of Owned % of Total
GLA/NRA Annualized Portfolio
Type of Number of Leased of the Annualized Base Rent Annualized
Tenant Property Locations GLA/NRAS Portfolio Base Rentl:2 per Sq. Ft. Base Rent
Lowe’s Home
Improvement* Retail 3 128,997 2.2% $ 2,564,000 $ 5.6l 3.5%
Circuit City® Retail 4 132,347 2.2% 1,930,190 14.58 2.6%
Publix Retail 5 234,246 3.9% 1,837,588 7.84 2.5%
State of Indiana Commercial 3 210,393 3.5% 1,668,492 7.93 2.3%
Marsh Supermarkets 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 Court Commercial 1 75,488 1.3% 1,339,164 17.74 1.8%
Petsmart Retail 4 98,258 1.6% 1,290,521 13.13 1.8%
Staples Retail 4 90,102 1.5% 1,220,849 13.55 1.7%
Dick’s Sporting 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 Grocery Company Retail 1 105,000 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-Mart Retail 2 234,649 3.9% 930,927 3.97 1.3%
Kmart Retail 1 110,875 1.9% 850,379 7.67 1.2%
University Medical
Diagnostic Associates® Commercial 1 32,256 0.5% 844,402 26.18 1.1%
Michaels Retail 3 69,137 1.2% 825,616 11.94 1.1%
TJX Companies Retail 3 88,550 1.5% 805,312 9.09 1.1%
Kerasotes Theaters* Retail 2 43,050 0.7% 776,496 8.92 1.1%
Dominick’s Retail 1 65,977 1.1% 775,230 11.75 1.1%
City Securities
Corporation Commercial 1 38,810 0.7% 771,155 19.87 1.0%
The Great Atlantic &
Pacific Tea Co. Retail 1 58,732 1.0% 763,516 13.00 1.0%
Old Navy Retail 3 64,868 1.1% 748,693 11.54 1.0%
Indiana University
Health Care Assoc.? Commercial 1 31,175 0.5% 622,202 19.96 0.8%
Petco Retail 3 40,777 0.7% 595,944 14.61 0.8%
TOTAL 2,536,225 42.5% $ 28,795,638 $ 9.9 39.1%
1 Annualized base rent represents the monthly contractual rent for December 2007 for each applicable tenant multiplied by 12.
2 Excludes tenants at development properties that are Build-to-Suits for sale.
3 Property held in unconsolidated joint venture. Annualized base rent is reflected at 100 percent.
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4 Annualized Base Rent per Sq. Ft. is adjusted to account for the estimated square footage attributed to structures on land we own and
ground lease to tenants.

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

6 In January 2008, we entered into a lease termination agreement 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 properties. We are in the process of identifying a replacement tenant.

Geographic Information

The Company owns 50 operating retail properties, 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/NRA2 GLA/NRA Leases Base Rent3 Base Rent Leased Sq. Ft.
Indiana 23 2,164,518 36.3% 211 $ 25,358,437 36.8% $ 12.60
* Retail 18 1,601,866 27.0% 196 17,733,093 25.7% 11.90
* Commercial 5 562,652 9.3% 15 7,625,344 11.1% 14.57
Florida 13 1,520,374 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
[linois 2 264,788 4.5% 34 3,127,413 4.5% 12.95
New Jersey 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 2 166,799 2.8% 26 1,851,384 2.7% 16.90
Ohio 1 236,230 4.0% 7 2,366,522 3.4% 10.02
Oregon 2 30,845 0.5% 9 436,413 0.6% 23.51
TOTAL 55 5,943,043 100.0% 637 $ 68,962,051 100.0% $ 1253
1 This table includes operating retail properties, operating commercial properties (including a parking garage), and development properties

open for business or ground lease tenants who commenced paying rent as of December 31, 2007.
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Owned GLA/NRA represents gross leasable area or net leasable area we own. It 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. It also
excludes the square footage of Union Station Parking Garage.

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. It 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- OPERATING PORTFOLI(®

Number of % of Total Expiring % of Total Expiring

Expiring Expiring GLA/NRA Annualized Base Annualized Annualized Base Expiring Ground

Leasesl;2 GLA/NRA3 Expiring Rent4 Base Rent Rent per Sq. Ft. Lease Revenue
2008 53 267,050 4.9% $ 2,657,023 3.9% $ 9.95 $ 800,000
2009 76 232,058 4.2% 3,971,970 5.8% 17.12 0
2010 91 480,961 8.7% 6,162,471 8.9% 12.81 0
2011 88 635,396 11.5% 6,084,389 8.8% 9.58 0
2012 115 479,543 8.7% 7,926,953 11.5% 16.53 85,000
2013 41 445,942 8.1% 4,554,747 6.6% 10.21 0
2014 36 453,889 8.2% 5,353,336 7.8% 11.79 427,900
2015 43 556,601 10.1% 6,964,781 10.1% 12.51 181,504
2016 30 311,763 5.7% 3,888,897 5.6% 12.47 93,500
2017 32 498,314 9.1% 7,784,937 11.3% 15.62 550,316
Beyond 32 1,141,502 20.8% 13,612,547 19.7% 11.93 2,558,013
TOTAL 637 5,503,019 100.0% $ 68,962,051 100.0% $ 1253 $ 4,696,233
1 Excludes tenants at development properties that are 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 footage attributable 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.
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LEASE EXPIRATION TABLE- RETAILANCHORTENANTS

Number of % of Total Expiring % of Total Expiring
Expiring Expiring GLA/NRA Annualized Base Annualized Base Annualized Base Expiring Ground
Leases!2 GLA/NRA3 Expiring Rent?4 Rent Rent per Sq. Ft. Lease Revenue
2008 3 164,565 3.0% $ 826,644 1.2% $ 5.02 $ 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
2011 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 are defined as tenants that occupy 10,000 square feet or more. Excludes tenants at development properties that are
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 one
month-to-month tenant. This column also 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- RETAILSHOPS
Number of % of Total Expiring % of Total Expiring
Expiring Expiring GLA/NRA Annualized Base Annualized Base Annualized Base Expiring Ground
Leases! GLA/NRA12 Expiring Rent? Rent Rent per Sq. Ft. Lease Revenue
2008 50 102,485 1.9% $ 1,830,379 2.7% $ 1786 $ 0
2009 73 173,348 3.2% 3,452,076 5.0% 19.91 0
2010 77 176,674 3.2% 3,291,607 4.8% 18.63 0
2011 80 179,492 3.3% 3,581,107 5.2% 19.95 0
2012 104 258,235 4.7% 5,564,012 8.1% 21.55 85,000
2013 34 95,067 1.7% 1,963,623 2.9% 20.66 0
2014 25 64,445 1.2% 1,499,464 2.2% 23.27 427,900
2015 30 95,372 1.7% 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 16 49,129 0.9% 1,217,682 1.8% 24.79 550,316
Beyond 8 23,705 0.3% 569,585 0.6% 24.03 1,568,013
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TOTAL 520 1,309,403 23.8% $ 26,949,577 39.1% $ 2058 $ 2,906,233
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 lease 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- COMMERCIALTENANTS

Number of % of Total

Expiring Expiring % of Total Expiring Annualized  Annualized Base Expiring Annualized

Leases! NLA!  NRA Expiring Base Rent? Rent Base Rent per Sq. Ft.
2008 0 0 0.0% $ 0 0.0% $ 0.00
2009 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 2 153,810 2.7% 1,464,605 2.1% 9.52
2015 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 1 31,175 0.6% 622,198 0.9% 19.96
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