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PART | - FINANCIAL INFORMATION

Item1. Condensed Consolidated Financial Statements and Notes
EQUITY ONE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

JUNE 30, 2004 AND DECEMBER 31, 2003

(UNAUDITED)

(In thousands, except per share amounts)

ASSETS

PROPERTIES:
Income producing..........ccceeeereernenes
Less: accumulated depreciation

Construction in progress and land held for development ..o
Properties held for sale

Properties, net .......ccoovevveeeveccrernene,
CASH AND CASH EQUIVALENTS
CASH HELD IN ESCROW ......ccviireiriiniiniininnesensessisssssssssssssssssssssssssssssssssssssssssssnns
ACCOUNTS AND OTHER RECEIVABLES, NET .....ccocovnenreeesieereereeneens
SECURITIES HELD FOR INVESTMENT .....ooverrerireerresesesessessessssessssessenenss

June 30, December 31,
2004 2003

$ 1,780,145 $ 1,594,579
(78,492) (66,406)
1,701,653 1,528,173
38,803 74,686
44,185 14,440
1,784,641 1,617,299
- 966

5,814 -

9,403 13,492
18,287 -
2,833 2,861
14,477 14,014
44,125 28,754

$ 1,879,580 $ 1,677,386
(continued)



EQUITY ONE, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
JUNE 30, 2004 AND DECEMBER 31, 2003
(UNAUDITED)

(In thousands, except per share amounts)

June 30, December 31,
2004 2003
LIABILITIESAND STOCKHOLDERS EQUITY
LIABILITIES:
NOTES PAYABLE
Mortgage NOLES PAYADIE..........c..cueeevereeeeeeree et sses s saes st sensans $ 497,741 $ 459,103
Unsecured revolving credit faCilities........oovvvereneensecersescesseseseseseeeeees 80,541 162,000
Unsecured senior NOLES PAYADIE......c.cuvecceerricerree et ssseeees 350,000 150,000
Margin payable for securities held for investment .............ccccoevvervncrnencenecenenn, 11,075 -
939,357 771,103
Unamortized premium/discount on notes payable...........ccoervverrencrnecrneenneens 21,585 24,218
Total NOLES PAYADIE.......c.ececeerccee s ees 960,942 795,321
OTHER LIABILITIES
Accounts payable and accrued EXPENSES ........cocvvcceireneeenereee e seessesesssens 39,638 25,211
Tenant SECUNLY AEPOSITS ......ccvuiireereresee ettt ees 8,358 7,706
Other HHEDIITIES ..ot 4,196 5,924
B I L= 1 L =TT 1,013,134 834,162
MINORITY INTERESTS......cocnteiriereieiret st sssaes 12,400 12,672
COMMITMENTS AND CONTINGENT LIABILITIES
STOCKHOLDERS EQUITY:
Preferred stock, $0.01 par value — 10,000 shares authorized but unissued..... - -
Common stock, $0.01 par value — 100,000 shares authorized, 70,755 and
69,353 shares issued and outstanding for 2004 and 2003, respectively ...... 708 694
Additional paid-in Capital.........cccovrirerirrinenirirrerrreees e 867,14 843,678
RELAINE EAININGS ....vveeceeteeiceete st s st s st saes - -
Accumulated other COMpPreneNSIVE 10SS........o.cccieiereceree e eaeees (4,970) (122)
Unamortized restricted Stock COMPENSALION........ccoveurereeeererieeiessesssseesesseseees (8,258) (10,091)
Notes receivable from issuance of COMMON SLOCK..........ccceveverrecerrereeererensnennns (588) (3,607)
854,046 830,552
$ 1,879,580 $ 1,677,386
See accompanying notes to the condensed consolidated financial statements. (Concluded)



EQUITY ONE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE THREE AND SIX MONTH PERIODS ENDED JUNE 30, 2004 AND 2003
(UNAUDITED)

(In thousands, except per share amounts)

Three Months Ended Six Months Endec
June 30, June 30,
2004 2003 2004 2003
RENTAL REVENUE:
MiNIMUM FEMES ....vvvrccetc et $ 44,266 $ 35,290 $ 84,615 $ 62,418
Expense recoveries 11,575 10,155 22871 17,697
Termination fEES ......oceeveeeeerecirecienas 322 438 407 493
Percentage rent payments.........cceeeeeneeeeeeeseeiennnes 285 437 1,617 1,372
Total rental revenuUe..........cccvecereereecineeeresereseeene 56,448 46,320 109,510 81,980
COSTS AND EXPENSES:
Property operating EXPENSES .....c.ovvvveeeeerereeeeeressssessesenns 14,632 12,459 28,387 22,760
Rental property depreciation and amortization............. 8,857 6,755 17,010 11,449
General and administrative eXpensesS .......oceveeeeeeenenenns 3,809 3,279 7,261 5,520
Total costs and exXpenseS........ccveeereerereerereerersereeens 27,298 22,493 52,658 39,729
INCOME BEFORE OTHER INCOME AND
EXPENSES, DISCONTINUED OPERATIONS
AND MINORITY INTEREST ......coootnrinerereeneneenenees 29,150 23,827 56,852 42,251
OTHER INCOME AND EXPENSES:
INtErESt EXPENSE.....cvevecceereee ettt (11,657) (10,205) (21,984) (17,577)
Amortization of deferred financing fees ........ccoovveenee. (374) (279) (610) (535)
INVESEMENE INCOME ......veeeeet e 194 343 402 874
Other INCOME.....oeeiicireereee s 59 27 123 0
Equity in10SSOf jOINt VENTUIES .........coovreerereerecerecineiennns (27) (30) (28) (64)
Loss on extinguishment of debt.............ccoverereereceniennns - - - (513)
INCOME BEFORE DISCONTINUED OPERATIONS
AND MINORITY INTEREST ....c.ocoevereereeerereereseenseeens 17,345 13,683 34,755 24,526
DISCONTINUED OPERATIONS:
Incomefrom renta propertiessold or held for sale...... 1,861 1,536 2,870 2,675
(Loss) gain on disposal of income producing
PIOPEITIES. ....ceeeeeereeeereeree ettt eee s sesees e (483) 1,371 1,552 1,874
Income from discontinued operations............ccccoveee. 1,378 2,907 4,422 4549
INCOME BEFORE MINORITY INTEREST .......ccc..... 18,723 16,590 39,177 29,075
MINORITY INTEREST ..ottt (188) (238) (403) (379)
NET INCOME ...t tsese s essssessssensens $ 18,535 $ 16,352 $ 38,774 $ 28,696
(continued)



EQUITY ONE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE THREE AND SIX MONTH PERIODS ENDED JUNE 30, 2004 AND 2003

(UNAUDITED)
(In thousands, except per share amounts)

EARNINGS PER SHARE:
BASIC EARNINGS PER SHARE

Income before discontinued operations.............ceveenee.
Income from discontinued operations............ccceceeveunee

Tota basic earnings per share.........cccoevveeeereveneenenns

NUMBER OF SHARES USED IN COMPUTING

BASIC EARNINGSPER SHARE ........ccoooemicrrreniens

DILUTED EARNINGS PER SHARE

Income before discontinued operations............cccceveune.
Income from discontinued operations...........c.ccceceuvenes

Total diluted earnings per share.........ccccveveeeevereeeen,

NUMBER OF SHARES USED IN COMPUTING

DILUTED EARNINGS PER SHARE ........ccccovnninnn.

Three Months Ended Six Months Endec
June 30, June 30,
2004 2003 2004 2003
$ 0.25 $ 0.22 $ 0.50 $ 0.45
0.02 0.05 0.06 0.08
$ 0.27 $ 0.27 $ 0.56 $ 0.53
69,711 60,920 69,413 54,080
$024 $021 $ 0.49 $ 04
0.02 0.05 0.06 0.08
$ 0.26 $ 0.26 $ 0.55 $ 0.52
71,419 62,824 71,211 55,671

See accompanying notes to the condensed consolidated financial statements.

(concluded)



EQUITY ONE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE THREE AND SIX MONTH PERIODS ENDED JUNE 30, 2004 AND 2003
(UNAUDITED)

(In thousands, except per share amounts)

Three Months Ended Six Months Endec
June 30, June 30,
2004 2003 2004 2003
NET INCOME ...t sese s essssessssensens $ 18,535 $ 16,352 $ 38,774 $ 28,696
OTHER COMPREHENSIVE LOSS:
Net unrealized holding loss on securities available
FOr SAC....tieee et - 48 - 47
Changein fair value of cash flow hedges..................... (3,963 - (4,848 -
COMPREHENSIVE INCOME.......coovurrererrereeererseneenens $14,572 $ 16,400 $ 33,926 $ 28,743

See accompanying notes to the condensed consolidated financial statements.



EQUITY ONE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS EQUITY
FOR THE SIX MONTH PERIOD ENDED JUNE 30, 2004

(UNAUDITED)

(In thousands, except per share amounts)

Accumulated
Additional Other Unamortized NotesReceivable Total
Common Paidin Retained Comprehensive Restricted Stock from Issuance of Stockholders
Stock Capital Earnings Loss Compensation Common Stock Equity
BALANCE,
JANUARY 1, 2004........... $ 694 $ 843,678 $ - $ (122 $ (10,091) $ (3,607) $ 830,552
|ssuance of common stock.. 14 24,215 - - 1,833 - 26,062
Stock issuance costs.......... - (158) - - - - (158)
Repayment of notes
receivable from issuance
of common stock ............ - - - - - 3,019 3,019
Net income.............. - - 38,774 - - - 38,774
Dividends paid (581) (38,774) - - - (39,355)
Change in fair value of cash
flow hedges ...........ouveeee - - - (4,848) - - (4,848)
BALANCE,
JUNE 30, 2004................. $ 708 $ 867,154 $ - $ (4,970 $  (8,258) $ (588) $ 854,046

See accompanying notes to the condensed consolidated financial statements.



EQUITY ONE, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE SIX MONTH PERIODS ENDED JUNE 30, 2004 AND 2003
(UNAUDITED)

(In thousands, except per share amounts)

Six Months Ended June 30,

2004 2003
OPERATING ACTIVITIES:
INEE TNICOIMIE. ..ttt et e et e e ee et et et eeeee et eaeeeeneseeeeseseeneaneeenesn et aseneeneeseeareneenen $ 38,774 $ 28,696
Adjustments to reconcile net income to net cash provided by
operating activities:
Straight [ine rent adjUSEMENT.........ceiriieeerreeee e (1,615 (810
Provision for 1osses on accounts receivable...........cccovireinincienencneeceees 287 399
Amortization of premium/discount on notes payable (2,463 (1,366)
Amortization of deferred finanCing fEES ........coveiriciiinece e 610 535
Amortization of deferred financing fees included in discontinued operations.... 60 60
Rental property depreciation and amortization .............cccoeeevererveneneneneieseenes 17,010 11,449
Rental property depreciation and amortization included in discontinued
OPEFALTIONS. ...ttt et b et n e 511 683
Amortization of restricted stock................ 2,432 1,089
Equity in loss of joint ventures.................. 28 64
Gain on securities available for sdle - 8)
Loss on extinguishment of debt................. - 623
Gain on disposal of real estate.................. (1,552 (1,874
MINOTIEY INEEIESE.....ecviieictestee e b e enas 403 379
Changes in assets and liabilities:
Accounts and Other reCEIVADIES...........oouevieiiceececece e 3,932 405
Other 8SSELS......coveeireerieeee e (6,568 (2,057)
Accounts payable and accrued expenses 12,172 (1,055
Tenant SECUNtY dEPOSITS......cvcueirrireriireereeer et 652 127
Other l1EDIITIES .....cvcveueeeieecicieicieie bbb (178 718
Net cash provided by operating aCtiVitieS........c.coveernrieinnrecerre s 64,495 38,057
INVESTING ACTIVITIES:
Additionsto and purchases of Properties........ocveeerreeerneeresse e (138,875 (9,566)
Additionsto CONSLrUCtiON IN PrOgIESS.......cceuieieerrerieiesieeriesiee e (18,553 (11,875
Proceeds from disposal of properties and joint venture interests..........cocceveveneeee. 7,622 11,547
Increase in Cash NEIA N ESCIOW .........ccceeivieeieceececee ettt ns (5,814 9,516
Distributions received from joint ventures - 535
Proceeds from repayment of notes receivable 6,094 2,788
Increase in deferred leasing COSIS..........cceunee. (4,244) (1,164
Sale of securities available for SAle ..o - 564
Cash used to purchase securities held for investment ............coccoeveveenenncneene (7,212 -
Cash used in the purchase of IRT.............. - (189,382
Cash acquired in the IRT acquisition - 1,756
Net cash used in iNVeStiNg ACHIVITIES ........ccoiieiriere s (160,982 (185,281)
(Continued)



EQUITY ONE, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE SIX MONTH PERIODS ENDED JUNE 30, 2004 AND 2003
(UNAUDITED)

(In thousands, except per share amounts)

FINANCING ACTIVITIES:
Repayment of mortgage notes payable..........cooveerriiennceree e
Net (repayment) borrowings under revolving credit facilities ..........ccccoceevennene
Proceeds from senior debt offering........covveirreener e
Increase in deferred fiNaNCING COSES......coiiiiiriierese e
Proceeds from stock subscription and issuance of common stock............cccc......
SLOCK ISSUANCE COSES.....c.vuveeineerereinesreiee e
Repayment of notes receivable from issuance of common stocK.........c..cceeeeene
Cash dividends paid to StOCKNOIErS.........covireeiieeee e
Distributionsto minority interest...........

Net cash provided by financing activities..........cccoeveevnreecnnnnn
NET DECREASE IN CASH AND CASH EQUIVALENTS.......ccoiiieeee
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD............ccccceuen.e.
CASH AND CASH EQUIVALENTS, END OF PERIOD........c.ccceeininineririeenes

Six Months Ended June 30,

2004 2003

$ (6,121) $ (48,055)

(81,459) 67,931

199,750 -
(3,038) (820)

23,347 158,676
(158) (1,176)

3,019 3,505
(39,355) (33,214)
(464) (448)

95,521 146,399
(966) (825)

966 2,944

$ - $ 2119
(Continued)



EQUITY ONE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE SIX MONTH PERIODS ENDED JUNE 30, 2004 AND 2003
(UNAUDITED)

(In thousands, except per share amounts)

Six Months Ended

June 30,
2004 2003
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid for interest, net of amount capitalized............ccccoeveevercccieenenee. $ 19,795 $ 12,773
SUPPLEMENTAL SCHEDULE OF NON-CASH INVESTING AND
FINANCING ACTIVITIES:
Change in unrealized holding gain on securities available for sdle.............. $ 47
Changein fair value of cash flow hedges..........cccovvvrnnnrnnnrrrrrs $ 4848
1SSUBNCE OF FESLIICLEA SEOCK. .....evereeericteete e $ 882 $ 3265
Note receivable from sale of Property ........ccocoeveereneenerre e $ 4,655
Note receivable from sale of joint venture interest .........coeovveevveveeciecennene $ 2,229
The Company acquired and assumed three mortgage notes in connection
with the acquisition of two rental properties:
Fair value of rental property and other assets.........cooveereeverencicriciennene $ 92,735
Assumption of mortgage notes payable..........cooveerrieinreeneneceens (44,758)
Fair value adjustment of mortgage notes payable..........c.ccccooerevirninncne (182)
Cash paid for rental Property .......cooeeerereeeeeerereeeeeseseseesesesesseseseseseeas $ 47,795
The Company issued senior unsecured notes:
FaCce VAUB Of NOLES .....ccvecveceiceecececeeeetee ettt s arene $ 200,000
DISCOUNL......cuiieiiitiietecie sttt se et e e nssre e ene (250)
CASNTECEIVED ...t e et et et et e eeeeeeer e e eenesrennesreneneeeeen $ 199,750
The Company purchased on margin securities which are held for
investment:
Cost of securities held for iNVEStMEeNt ..........cooeeeircennccennceens $ 18,287
Amount purchased 0N Margin..........cccveeeereeneneneeese e (11,075)
Cash paid for securities held for investment ............ccccceveeeereerererennas $ 77212

The Company acquired all of the outstanding common stock of IRT for
$763,047, including transaction costs:

Fair value of assets acquired, including goodwill ...........cccccoeeeirenienene.
Assumption of liabilities, unsecured senior notes and mortgage notes

PAYADIE.....cee e e
Fair value adjustment of unsecured senior notes and mortgage notes

See accompanying notes to the condensed consolidated financial statements.

$ 763,047
(319,598)

(22,330)
(231,737)

$ 189,382

(Concluded)



EQUITY ONE, INC. AND SUBSIDIARIES

NOTESTO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTH PERIODSENDED JUNE 30, 2004 AND 2003
(UNAUDITED)

(In thousands, except per shareand squar e feet amounts)

1. Organization

Equity One, Inc. operates as a self-managed real estate investment trust (“REIT”) that principally
acquires, renovates, develops and manages community and neighborhood shopping centers located
predominantly in high growth markets in the southern United States. These shopping centers are
primarily anchored by national and regional supermarket chains or other necessity-oriented retailers such
as drug stores or discount retail stores.

The condensed consolidated financial statements include the accounts of Equity One, Inc. and its
wholly-owned subsidiaries, including those partnerships of which it has financial and operating control.
Equity One, Inc. and subsidiaries are hereinafter referred to as “the consolidated companies’ or “the
Company.” The Company has a 50% investment in two joint ventures of which the Company is not the
primary beneficiary and, accordingly, uses the equity method of accounting for these joint ventures.

As of June 30, 2004, the Company’s portfolio of neighborhood shopping centers is located in
twelve states in the southern United States and consists of 191 properties, encompassing 129
supermarket-anchored shopping centers, 11 drug store-anchored shopping centers, 45 other retail-
anchored shopping centers, one self-storage facility, one industrial property, and four retail developments,
aswell as non-controlling interests in two joint ventures which own commercial real estate property.

2. Basisof Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared by
the Company’ s management in accordance with accounting principles generally accepted in the United
States of America for interim financial information and with the instructions of Form 10-Q and Article 10
of Regulation SX of the U.S. Securities and Exchange Commission (the “SEC”). Accordingly, these
unaudited condensed consolidated financia statements do not include al of the information and footnotes
required by accounting principles generally accepted in the United States of America for complete
financial statements. In the opinion of management, al adjustments considered necessary for a fair
presentation have been included. The results of operations for the three and sx month periods ended June
30, 2004 are not necessarily indicative of the results that may be expected for the full year. These
unaudited condensed consolidated financia statements should be read in conjunction with Management’s
Discussion and Analysis of Financia Condition and Results of Operations contained elsewhere in this
Form 10-Q and with Management’s Discussion and Analysis of Financial Condition and Results of
Operations and audited financial statements and related footnotes, included in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2003, filed with the SEC on March 15, 2004.

The preparation of condensed consolidated financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts reported in the consolidated financial statements and accompanying
notes. Actua results could differ from those estimates.

All significant intercompany transactions and balances have been eliminated in consolidation.

Certain amounts as previoudly reported have been reclassified to conform to the current period’s
presentation.
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3. IRT Merger

On February 12, 2003, the Company completed a statutory merger with IRT Property Company
(“IRT”). The Company entered into the merger to acquire 93 properties comprising an aggregate of
approximately 10,041,000 square feet of gross |leasable area and create one of the largest shopping center
REITs primarily focusing on the southeastern United States. The merger provided the Company with a
unique business opportunity to increase its portfolio of properties and enhance its core portfolio by
broadening its concentration in existing markets and expanding into new markets. This provided the
Company with a more stable earnings stream as a mgjority of the properties are in high-growth areas of
the southeastern United States. The Company’s Board believes that the increase n the size of the
Company’s portfolio strengthens its position as a leading shopping center REIT and provides synergies
because of the Company’s experience, geographic locations, greater market capitalization, opportunity for
further growth and liquidity. These factors contributed to a purchase price that resulted in $11,738 of
goodwill. The acquisition of IRT was accounted for using the purchase method and the results of IRT are
included in the Company’s financia statements since the date of its acquistion. The aggregate purchase
price for the acquisition was $763,047 (including transaction costs and assumed debt), consisting of the
payment of $189,382 in cash, the issuance of 17,490 shares of the Company’s common stock valued at
$231,737 and the assumption of $341,928 of outstanding debt, premium on notes payable, and other
liabilities. The value of the Company’s common stock was determined based on the average market price
over the 3-day period before and after the terms of the acquisition were agreed to and announced. There
were no contingent payments, options, or commitments specified in the agreement.

4. Renta Property

Income producing property is stated at cost and includes al costs related to acquisition,
development and construction, including enant improvements, interest incurred during development,
costs of predevelopment and certain direct and indirect costs of development. Costs incurred during the
predevelopment stage are capitalized once management has identified a site, determined that the project is
feasible and it is probable that the Company is able to proceed with the project. Expenditures for ordinary
maintenance and repairs are expensed to operations as they are incurred. Significant renovations and
improvements, which improve or extend the useful life of assets, are capitalized.

Depreciation expense is computed using the straight-line method over the estimated useful lives
of the assets, as follows:

Land improvements 40 years

Buildings 30-40 years

Building improvements 5-40 years

Tenant improvements Over the terms of the related lease
Equipment 57 years

Totd interest expense capitalized to land held for development and construction in progress was
$720 and $683 for the three months ended June 30, 2004 and 2003, respectively, and $1,532 and $1,267
for the six months ended June 30, 2004 and 2003, respectively.

5. Business Combinations

The Company is actively pursuing acquisition opportunities and will not be successful in al
cases; costs incurred related to these acquisition opportunities are expensed when it is probable that the
Company will not be successful in the acquisition. The results of operations of any acquired property are
included in the Company’s financia statementsas of the date of its acquisition.

11



The Company alocates the purchase price of acquired companies and properties to the tangible
and intangible assets acquired, and liabilities assumed based on their estimated fair values. Fair valueis
defined as the amount at which that asset could be bought or sold in a current transaction between willing
parties (other than in a forced or liquidation sale). In order to alocate the purchase price of acquired
companies and properties to the tangible and intangible assets acquired, the Company identifies and
estimates the fair value of the land, buildings and improvements, reviews the leases to determine the
existence of, and estimates fair value of, any contractual or other legal rights and investigates the
existence of, and estimates fair value of, any other identifiable intangible assets. Such vauations require
management to make significant estimates and assumptions, especialy with respect to intangible assets.

The cost approach is used as the primary method to estimate the fair value of the buildings,
improvements and other assets. The cost approach is based upon the current costs to develop the
particular asset in that geographic location, less an allowance for physical and functiona depreciation.
The assigned vaue for buildings and improvements is based on an as if vacant basis. The market value
approach is used as the primary method to estimate the fair value of the land. The determination of the
fair vaue of contractual intangibles is based on the costs incurred to originate a lease, including
commissions and lega costs, excluding any new leases negotiated in connection with the purchase of a
property. In-place lease values are based on management’s evaluation of the specific characteristics of
each lease and the Company’ s overal relationship with each tenant. Among the factors considered in the
alocation of these values include the nature of the existing relationship with the tenant, the tenant’s credit
quality, the expectation of lease renewds, the estimated carrying costs of the property during a
hypothetical expected lease-up period, current market conditions and costs to execute smilar leases.
Estimated carrying costs include real estate taxes, insurance, other property operating costs and estimates
of lost rentals at market rates during the hypathetical expected |lease-up periods, given the specific market
conditions. Above-market, below-market and in-place lease vaues are determined based on the present
vaue (using a discount rate reflecting the risks associated with the leases acquired) of the difference
between (i) the contractual amounts to be paid pursuant to the leases negotiated and in-place at the time of
acquisition and (ii) management’s estimate of fair market lease rates for the property or equivalent
property, measured over a period equal to the remaining non-cancelable term of the lease. The vaue of
contractual intangibles is amortized over the remaining term of each lease. Other than as discussed above,
the Company has determined that its real estate properties do not have any other significant identifiable
intangible assets.

Critical estimates in valuing certain of the intangible assets and the assumptions of what
marketplace participants would use in making estimates of fair value include, but are not limited to: future
expected cash flows, estimated carrying costs, estimated origination costs, lease up periods and tenant risk
attributes, as well as assumptions about the period of time the acquired lease will continue to be used in
the Company’s portfolio and discount rates used in these calculations. Management’s estimates of fair
value are based upon assumptions believed to be reasonable, but which are inherently uncertain and
unpredictable. Assumptions may not aways reflect unanticipated events and changes in circumstances
may occur. In making such estimates, management uses a number of sources, including appraisals that
may be obtained in connection with the acquisition or financing of the respective property or other market
data. Management also considers information obtained in its pre-acquisition due diligence and marketing
and leasing activities in estimating the fair value of tangible and intangible assets acquired.



The Company has completed the following individual property acquisitions:

2004 Acquisition Activity

Square Purchase
Date Purchased Property Name City State Feet/Acres Price
Feb. 3, 2004 Bluebonnet Outparcel Baton Rouge LA 0.9 acres $ 500
Feb. 4, 2004 Pavilion Shopping Center Naples FL 161,245 24,200
March 24, 2004 Village Center Southland TX 118,092 17,475
March 24, 2004 Creekside Plaza Arlington X 101,016 14,025
March 31, 2004 Sparkleberry Square Columbia SC 339,051 45,150
March 31, 2004 Venice Shopping Center Venice FL 111,934 6,447
First QUAITEr TOMAI ..ottt a bbb bbb a bbbttt bbbt b ettt s e st nnnas 107,797
N. Myrtle

April 8, 2004 Windy Hill Beach SC 64,465 2,895
April 29, 2004 Hamilton Outparcel Buford GA 0.64 acres 425
May 27, 2004 Medical & Merchants Jacksonville FL 152,761 21,980
June 2, 2004 Westgate Marketplace Houston TX 298,354 47,100
SECONA QUANTET TOLA ...ieiieieeiieeee ettt sttt s se s s s e s s e s s s e s s s e naen 72,400
TOAL et $180,197

The Company’s allocation of the purchase price for the acquisitions consummated during 2004 is

preliminary and is subject to change. The Company isin the process of obtaining additional market data
related to the fair value of the land and in-place leases. Management does not believe that any adjustment
would have a materid effect on the Company’ s financia position or results of operations.

6. Property Held for Sde

As of June 30, 2004, eleven properties were held for sale with a net book value of $44,185 and
comprising 1,397 gross |leasable square feet.

7. Investmentsin and Advances to Joint Ventures

The following is a summary of the Company’s investments in unconsolidated joint ventures at
June 30, 2004 and December 31, 2003 (all investments in unconsolidated entities are accounted for under

the equity method):
. ) June 30, December 31,
Entity L ocation Ownership 2004 2003
PG Partners Palm Beach Gardens, FL 50.0% $ 2,605 $ 2633
Parcel F, LLC Palm Beach Gardens, FL 50.0% 228 228
Total investmentsin and advancesto joint VENLUIES.........ccccceveveeevreneeessesennenns $ 2,833 $ 2861
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A summary of unaudited financial information for all joint ventures being reported on the equity
method of accounting is as follows:

Asof Asof
June 30, 2004 December 31, 2003

Assets:

Rental properties, Net.........c.cccveueenee. $ 16,404 $ 16,688

(@101 B 5 = 1R 493 457

Total aSSELS.....cccveeeeeeeeee e $ 16,897 $ 17,145
Liabilities and Ventures Equity:

Mortgage NOtES.........cccccvveeeeeccvreeeeennne $ 12,820 $ 12,878

Other 1iabilitieS ..covveveeeeeeeeeeeeeeeeeeeeeen 72 0

Ventures eqUIty ......ccccveeeeveeeinieeeneen, 4,005 4177

TOAl e $ 16,897 $ 17,145

The Company’s investments in joint ventures, as reported on the condensed consolidated balance
sheets, differ from its proportionate share of the joint ventures underlying net assets due to basis
differentias and advances. The basis differential of approximately $1,000 is being depreciated over the
useful lives of the related assets.

Three Months Ended Six Months Ended
June 30, June 30,
2004 2003 2004 2003
Revenues:
Total revenuUeS........oocceeeeeeeeeeee. $ 558 $ 578 $ 1,150 $ 1161
Expenses:
Operating expenses.......ccceeecvveeeeennee 178 185 352 401
Interest expense .......ccceee e, 277 280 555 556
Depreciation.........ccvveeeeciveeeeiiieneeanns 130 122 261 275
Other exXpense........cccevveeevieeeeieeennne 27 50 37 56
Total eXpenses.....cccvvvveeee i 612 637 1,205 1,288
NELIOSS....ceveeeeeeeee e $ (%4) $ (59) $ (55) $ (127)
The Company’ s equity in loss from joint
VENTUIES. ... $ (27) $ (30) $ (28) $ (64)

Significant accounting policies used by the unconsolidated joint ventures are similar to those used
by the Company.

8. Borrowings

The following is a summary of the Company’s borrowings consisting of mortgage notes payable,
unsecured senior notes payable and unsecured revolving credit facilities:

June 30, December 31,
2004 2003
M ortgage Notes Payable
Fixed rate mortgage 10ans...........ccveereereeneereeseeeneeseenseeneens $ 497,741 $ 459,103
Unamortized net premium (discount) on mortgage
NOLES PAYADIE ... 11,035 11,779
TOLAL . $ 508,776 $ 470,882
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Each of the existing mortgage loans is secured by a mortgage on one or more of the Company’s
properties. Certain of the mortgage loans involving an aggregate principal balance of approximately
$173.1 million contain prohibitions on transfers of ownership which may have been violated by the
Company’s previous issuances of common stock or in connection with past acquisitions and may be
violated by transactions involving the Company’s capital stock in the future. If a violation were
established, it could serve as a basis for a lender to accelerate amounts due under the affected mortgage.
To date, no lender has notified the Company that it intends to accelerate its mortgage. The Company isin
the process of seeking consents from the lenders to address these issues. In the event that the requested
assurances or consents are not obtained and the mortgage holders declare defaults under the mortgage
documents, we will, if required, prepay the remaining mortgage from existing resources, refinancing of
such mortgages, borrowings under our other lines of credit or other sources of financing. Based on
discussions with various lenders, current credit market conditions and other factors, the Company
believes that the mortgages will not be accelerated. Accordingly, the Company believes that the
violations of these prohibitions will not have a material adverse impact on the Company’s results of
operations or financia condition.

June 30, December 31,
2004 2003
Unsecured Senior Notes Payable

7.77% Senior Notes, due 4/1/06 ........ccovveeerrerernerersereneens, $ 50,000 $ 50,000
7.25% Senior Notes, due 8/15/07 ........ccvuerrererrerereereneene, 75,000 75,000
3.875% Senior Notes, due 4/15/09........cccovvereerereerenennns 200,000 -
7.84% Senior Notes, due 1/23/12.........ccoeveveereereereeneenens 25,000 25,000

Unamortized net premium (discount) on unsecured
SENIOr NOLES PAYBDIE ..o, 10,550 12,439
TOtAlcoecececeeee e $ 360,550 $ 162,439

The indentures under which the notes were issued have severa covenants which limit the
Company’s ability to incur debt; require the Company to maintain unencumbered asset ratios and limit
the Company’s ability to consolidate, sell, lease, or convey substantialy al of its assets to, or merge with
any other entity. These notes have a so been guaranteed by most of the Company’s subsidiaries including
IRT Partners L.P. (“LP’"). The interest rate on the 7.77% senior notes is subject to a 50 basis point
increase if the Company does not maintain an investment grade debt rating.

June 30, December 31,
2004 2003
Unsecured Revolving Credit Facilities
WEIIS FArg0 ....coceeeeeececeeee et $ 80,500 $ 162,000
City National BanK.........ccccceevveercnreneeereee e seessennens, 41 -
TOLAl ..o $ 80,541 $ 162,000

The Company entered into a $340,000 unsecured revolving credit facility with a syndicate of
banks for which Wells Fargo Bank, National Association is the sole lead arranger and administrative
agent. Thisfacility bearsinterest at the Company’s option at (i) LIBOR plus 0.65% to 1.35%, depending
on the credit ratings of the Company’s senior unsecured long term notes or (ii) at the greater of (x) Wells
Fargo’s prime rate and (y) the Federal Funds Rate plus 0.5%. The facility is guaranteed by most of the
Company’ s subsidiaries. Based on the Company’s current rating, the LIBOR spread is 1.0%. The facility
also includes a competitive bid option which allows the Company to conduct auctions among the
participating banks for borrowings in an amount not to exceed $170,000, a $35,000 swing line facility for
short term borrowings, a $20,000 letter of credit commitment and may, at the request of the Company, be
increased up to atotal commitment of $400,000. The facility expires February 12, 2006 with a one year
extension option. In addition, the facility contains customary covenants, including financial covenants
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regarding debt levels, total liabilities, interest coverage, EBITDA coverage ratios, unencumbered
properties, permitted investments and others. The facility also prohibits stockholder distributions in
excess of 95% of funds from operations calculated at the end of each fiscal quarter for the four fiscal
quarters then ending. Notwithstanding this limitation, the Company can make stockholder distributions to
avoid income taxes on asset sales. If a default under the facility exists, the Company’s ability to pay
dividends would be limited to the amount necessary to maintain the Company’s status as a REIT unless
the default is a payment default or bankruptcy event in which case the Company would be prohibited
from paying any dividends. As of June 30, 2004, the Company had $80,500 outstanding on this credit
facility. The weighted average interest rate as of June 30, 2004 was 2.06%, including the effect of interest
rate swaps.

The Company aso has a $5,000 unsecured credit facility with City National Bank of Florida, of
which $l1 was outstanding as of June 30, 2004. This facility also provides collateral for $,456 in
outstanding letters of credit.

As of June 30, 2004, the availability under the various credit facilities was approximately
$113,901 net of outstanding balances and |etters of credit.

9. Consolidating Financial Information

Most of the Company’s subsidiaries, including LP, have guaranteed the Company’s indebtedness
under the unsecured senior notes and revolving credit facility. The guarantees are joint and severa and
full and unconditional

Guarantors
IRT Non
Equity Combined Partners, Guaran- Eliminating  Consolidated
Condensed Balance Sheet One, Inc. Subsidiaries LP tors Entries Equity One
Asof June 30, 2004
ASSETS
Properties, Net........c.veeeereeneenenns $ 510,769 $682426 $ 185336  $406110 $ - $1,784,641
Investment in affiliates.................. 435,752 - - - (435,752) -
Other aSSatS ... 52,028 24,790 3,376 14,745 - 94,939
TOtEl ..o $ 998,549 $ 707,216 $188,712 $420,855 $ (435752) $ 1,879,580
LIABILITIES
Mortgage notes payable................ $ 72,442 $189752 $ 34082 $201465 $ $ 497,741
Unsecured revolving credit
faCHitiES....cvereereereereeeeeeee e 80,541 - - - - 80,541
Unsecured senior notes payable.... 350,000 - - - - 350,000
Unamortized premiuntdiscount
onnotespayable..........c.cccoveeereeee 11,365 5,691 4,368 161 - 21,585
Other ligbilities........cocvvreeeeereenns 33,359 16,337 3,971 9,600 - 63,267
Total l1abilities......coveeereereireenee 547,707 211,780 42,421 221,226 - 1,013,134
MINORITY INTEREST ......cccocovernenn. - - - - 12,400 12,400
STOCKHOLDERS' EQUITY .......... 450,842 495,436 146,291 209,629 (448,152) 854,046
TOta.oeeeeeeeree s $ 998,549 $ 707216 $188712 $420,855 $ (435752) $ 1,879,580
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Guarantors

IRT Non
Equity Combined Partners, Guaran- Eliminating Consolidated
Condensed Balance Sheet One, Inc. Subsidiaries LP tors Entries Equity One
As of December 31, 2003
ASSETS
Properties, NEt ........cocereerereerercereneen. $ 526,136 $ 561,455  $ 187,132 $ 342,576 $ - $1,617,299
Investment in affiliates 435,752 - - - (435,752) -
Other aSSEtS......cvveviivieeereeseeeeiinas 22,865 21,926 2,940 12,356 - 60,087
TOtal oo $ 984,753 $ 583,381  $ 190,072 $ 354,932 $ (435,752) $1,677,386
LIABILITIES
Mortgage notes payable................... $ 74,726 $171,230 $ 34,400 $ 178747 $ $ 459,103
Unsecured revolving credit
1= 1= N 162,000 - - - - 162,000
Unsecured senior notes payable....... 150,000 - - - 150,000
Unamortized premium on notes
PAYaDIE......cvirieeieee e 13,505 5,950 4,661 102 - 24,218
Other [iabilities ..o 13,000 15,522 1,780 8,539 - 38,841
Total liabilities ......ccceevveeerre 413231 192,702 40,841 187,388 - 834,162
MINORITY INTEREST - - - - 12,672 12,672
STOCKHOLDERS EQUITY 571,522 390,679 149,231 167,544 (448,424) 830,552
LI - U $ 984,753 $ 583381  $ 190,072 $ 354,932 $ (435,752) $1,677,386
Guarantors
Equity One, Combined IRT Non Consolidated
Condensed Statement of Operations Inc. Subsidiaries  Partners,LP  Guarantors Equity One
For thethree months ended
June 30, 2004
RENTAL REVENUE:
MiniMUM FENES ..o, $ 16,844 $ 4,464 $ 10,393 $ 44,266
Expense recoveries 4,942 963 3,033 11,575
Termination fEES......coovvenreree e, 17 119 49 322
Percentage rent payments.........ccccveeeeneeennnn, 52 47 116 70 285
Total rental revenue.......ccceceeeeeecveveceeenns 15,391 21,850 5,662 13,545 56,448
COSTSAND EXPENSES:
Property operating expenses ........cceoveveeceeeen. 3,460 5,585 1,606 3,981 14,632
Rental property depreciation and
AMONi ZALION.....ovvece e, 2,459 3,517 830 2,051 8,857
General and administrative expenses............. 3,762 a7 - - 3,809
Total costsand expenses..........cveerveerreenn: 9,681 9,149 2,436 6,032 27,298
INCOME BEFORE OTHER INCOME AND
EXPENSES, DISCONTINUED
OPERATIONSAND MINORITY
INTEREST ..ot seseeseeeenes 5,710 12,701 3,226 7,513 29,150
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Guarantors

Equity One, Combined IRT Non Consolidated
Condensed Statement of Operations Inc. Subsidiaries  Partners,LP ~ Guarantors Equity One
For thethree months endec
June 30, 2004 (continued)
OTHER INCOME AND EXPENSES:
INtErESt EXPENSE....vuereerererrrereerereereseeseseessenenss $ (4546) $ (2,706) $ (574) $ (3,831) $(11,657)
Amortization of deferred financing fees......... (289) (41) - (44) (374)
Investment income 125 63 1 5 14
Other INCOME ... - 59 - 59
Equity inlossof joint ventures ..., - (27) - - (27)
INCOME BEFORE DISCONTINUED
OPERATIONSAND MINORITY
INTEREST ...ttt 1,000 10,049 2,653 3,643 17,345
DISCONTINUED OPERATIONS
Incomefrom rental properties sold or held
fOr SAl... s 1,045 333 193 240 1,861
Losson disposal of income producing
S10]0 1= £ (1= (483) - - - (483)
Total income from discontinued
(0]01< 1= 1[0] LS N 562 383 193 240 1,378
INCOME BEFORE MINORITY INTERST ..... 1,562 10,432 2,846 3,883 18,723
MINORITY INTEREST (14) (12) (148) (14) (188)
NET INCOME.......cooereereeereerereerereeseseesssessssnens, $ 1,548 $ 10,420 $ 2,698 $ 3,869 $ 18,535
Guarantors
Equity One, Combined IRT Non Consolidated
Condensed Statement of Operations Inc. Subsidiaries Partners,LP  Guarantors Equity One
For thethree months endec
June 30, 2003
RENTAL REVENUE:
MiNIMUM FENES.....veeeeeeeeeeeeeeeeeeee e $ 12,506 $ 10,724 $ 4,393 $ 7,667 $ 35290
Expense recoveries 2,701 3,765 1,248 2,441 10,155
Termination fEES.......ooverreneerreee s 25 Al 3 69 438
Percentage rent payments...........ccevveeeereenen: 103 69 87 178 437
Total rental revenue..........coceeveeeeeeeeeenenne, 15,335 14,899 5,731 10,355 46,320
COSTS AND EXPENSES:
Property operating eXpenses........cccvveeeeeeenen: 4,539 3,300 1,662 2,958 12,459
Rental property depreciation and
F210010 18 (2 (o SN 2,324 2,410 576 1,445 6,755
General and administrative expensss.............. 3,364 (85) - - 3,279
Total costsand expenses.......ccveereereneenenns 10,227 5,625 2,238 4,403 22493
INCOME BEFORE OTHER INCOME AND
EXPENSES, DISCONTINUED
OPERATIONSAND MINORITY
INTEREST ...ttt 5,108 9,274 3,493 5,952 23,827
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Condensed Statement of Operations

For thethree monthsendec
June 30, 2003 (continued)

Guarantors

OTHER INCOME AND EXPENSES:

Interest expense

Amortization of deferred financing fees.........

Investment income
Other income (expense)

Equity inloss of joint ventures............cccceen..

INCOME BEFORE DISCONTINUED
OPERATIONSAND MINORITY

INTEREST ...............

DISCONTINUED OPERATIONS
Incomefrom rental properties sold or held

Gain on disposal of income producing

properties...............

Total income from discontinued

operations

INCOME BEFORE MINORITY INTEREST ...

MINORITY INTEREST

NET INCOME

Condensed Statement of Operations

For the six monthsended

June 30, 2004

RENTAL REVENUE:
Minimum rents
Expense recoveries
Termination fees
Percentage rent payments

Total rental revenue

COSTSAND EXPENSES:
Property operating expenses

Rental property depreciation and

amortization

General and administrative expenses..............

Tota costs and expenses

Equity One, Combined IRT Non Consolidated
Inc. Subsidiaries Partners LP Guarantors Equity One
$ (4,035) $ (1,902 $ (702) $ (3,566) $(10,205)
(196) (37 - (46) (279)
153 166 10 14 343
- 27 - - 27
®) (25) - - (30)
1,025 7,503 2,801 2,354 13,683
593 565 239 139 1,536
- 901 - 470 1,371
593 1,466 239 609 2,907
1,618 8,969 3,040 2.963 16,590
- (25) (179) (34) (238)
$ 1618 $ 8944 $ 2,861 $ 2929 $ 16,352
Guarantors
Equity One, Combined IRT Non Consolidated
Inc. Subsidiaries Partners, LP Guarantors Equity One
$ 24,856 $ 31405 $ 8,869 $ 19485 $ 84,615
5777 9,033 2,113 5,948 22,871
149 32 126 100 407
284 393 268 672 1,617
31,066 40,863 11,376 26,205 109,510
12,537 4,920 3,154 7,776 28,387
11,817 a71) 1,628 3,736 17,010
191 7,069 - 1 7,261
24,545 11,818 4,782 11,513 52,658
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Guarantors

Equity One, Combined IRT Non Consolidated
Condensed Statement of Operations Inc. Subsidiaries Partners LP Guarantars Equity One
For thesix monthsended
June 30, 2004 (continued)
INCOME BEFORE OTHER INCOME AND
EXPENSES, DISCONTINUED
OPERATIONSAND MINORITY
INTEREST ...ttt $ 6,521 $ 29,045 $ 6594 $14,692 $ 56,852
OTHER INCOME AND EXPENSES:
INErest EXPENSE......c.vverieeereeeereeereee e (2,920) (10,602) (1,154) (7,308 (21,984)
Amortization of deferred financing fees......... (53) (468) - (89) (610)
INVESEMENt INCOME ...t 227 166 1 8 402
Other income (expense) 9 114 - - 123
Equity inlossof joint ventures............ccccuene. - (28) - - (28)
INCOME BEFORE DISCONTINUED
OPERATIONSAND MINORITY
INTEREST ...coetrieereerereereeereeeseeeseseesseeessesenaes 3,784 18,227 5,441 7,303 34,755
DISCONTINUED OPERATIONS
Income from rental properties sold or held
FOr SAl..cuicrrrr s 1,351 670 420 429 2,870
(Loss) gain on disposal of income
producing Properties........ccevveeererereenenenen, (499) 18 - 2,033 1,552
Total income from discontinued
(0]01< = 110 1S SN 852 6388 420 2,462 4,422
INCOME BEFORE MINORITY INTEREST ... 4,636 18,915 5,861 9,765 39,177
MINORITY INTEREST ......ccooverreeireeereeeereenene, (30) (23) (320) (30) (403)
NET INCOME ..o, $ 4,606 $ 18,892 $ 5541 $ 9,735 $ 38,774
Guarantors
. Equity One, Combined IRT Non Consolidated
Condensed Statement of Operations Inc. Subsidiaries  Partners,LP  Guarantors Equity One
For the six monthsended
June 30, 2003
RENTAL REVENUE:
Minimum rents...........coeeu... $ 21,737 $ 6,703 $ 15,017 $ 62,418
Expense recoveries 6,747 1,871 4,817 17,697
Termination fEES ..o 551 5 71 493
Percentage rent payments...........cceoveveeeereenen, 274 329 272 497 1,372
Total rental revenue.........ocoevveeeeeerrenenens 23,363 29,364 8,851 20,402 81,980
COSTS AND EXPENSES:
Property operating eXpenses........occvveeerenenen: 7,004 7,131 2,560 6,065 22,760
Rental property depreciation and
BMOITI ZALION.....ee e 3,115 4,434 1,109 2,791 11,449
General and administrative expenses.............. 5,601 (81) - - 5,520
Total costsand eXpensES.......vveeervererrenennns 15,720 11,484 3,669 8,856 39,729
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Guarantors

Equity One, Combined IRT Non Consolidated
Condensed Statement of Operations Inc. Subsidiaries Partners LP Guarantors Equity One
For the six months ended
June 30, 2003 (continued)
INCOME BEFORE OTHER INCOME AND
EXPENSES, DISCONTINUED
OPERATIONSAND MINORITY
INTEREST ...ttt $ 7,643 $ 17,880 $ 5,182 $ 11,546 $ 42,251
OTHER INCOME AND EXPENSES:
INtErESt EXPENSE......ceeeeeeeerrerereerersireneeseaeereneens (5,428) (3,902) (1,154) (7,093) 7,577)
Amortization of deferred financing fees......... (307) (123) @) (104) (535)
Investment income........cccecuevvevennnee. 403 385 71 15 874
Other income (expense) - 0 - - 0
Equity inlossof joint ventures............ccccuene. - 64 - - (64)
L osson extinguishment of debt - (403) - (110) (513)
INCOME BEFORE DISCONTINUED
OPERATIONSAND MINORITY
INTEREST ..ottt 2,311 13,863 4,098 4,254 24,526
DISCONTINUED OPERATIONS
Incomefrom rental properties sold or held
fOr SAl..ceir s 905 933 363 474 2,675
Gain on disposal of income producing
0170 07= 1 11= - 1,404 - 470 1,874
Total income from discontinued
OPEIALiONS......cverreeeceeecieee et 905 2,337 363 944 4,549
INCOME BEFORE MINORITY INTEREST ... 3,216 16,200 4,461 5,198 29,075
MINORITY INTEREST ......cccovoerereerieerienene, (80) 29 (248) (80) (379)
NET INCOME ......ovvrrreriresiresereseeseseessssesssnenes $ 3136 $ 16,229 $ 4,213 $ 5,118 $ 28,696

10. Stockholders' Equity and Earnings Per Share

The following table reflects the change in number of shares of common stock issued for the sSx

months ended June 30, 2004:

Employees and other
Dividend Reinvestment and Stock Purchase

Common Options
Stock Exercised Total
13* - 13
17* 42 59
1* 122 123
1,206 - 1,206
1,237 164 1,401

* Reflects shares of “restricted stock” which are subject to forfeiture and vest over periods fromtwo to four

years.
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The following table sets forth the computation of basic and diluted shares used in computing

earnings per share for the three and six month periods ended June 30, 2004 and 2003:

Three Months Ended Six Months Ended
June 30, June 30,
2004 2003 2004 2003

Denominator for basic earnings per share

— weighted average shares .........cccocvueveenn, 69,711 60,920 69,413 54,080
Walden Woods Village, Ltd.........cccccccuvunneee. %) A A %}
Unvested restricted Stock ..........cceneerencenenens 519 451 558 383
Convertible partnership units ...........cccceueene. 734 966 734 821
Stock options (using treasury method)........ 361 393 412 293

S0 0] (o] - | ST 1,708 1,904 1,798 1,591
Denominator for diluted earnings per

share — weighted average shares............... 71419 62,824 71,211 55,671

11. Accounting for Stock Options

The Company applies the intrinsic value method as prescribed by Accounting Principles Board
Opinion No. 25, Accounting for Stock Issued to Employees, and related interpretations in measuring
stock-based compensation, including options. Accordingly, no compensation expense has been
recognized for options granted under the Company’s compensation plan as no grants were made at less
than market value. Had compensation expense been determined based upon the fair value at the grant date
for awards under the Plan consistent with SFAS No. 123, Accounting for Stock -Based Compensation, the
Company’s net income and earnings per share on a pro forma basis would have been:

Net Income ASTEPOItEd......co et

Stock based employee compensation
expense included in reported net

Total stock based employee
compensation expense determined
under fair value based method for

all awards.........ccvveenecineecineeenenens
Proforma.......ccocovvneenneneesneeeereneans
Basic earnings
per share ASTEPOrtEd.....covveceerecrierree s
Proforma.......ccevvoeennnesereneeeneneens
Diluted
earnings per
share ASTEPOItEd.....coececrerecceeeree e
Proforma........ccoeovvevennenscerreeenneeens

12. Loansto Executives

Three Months Ended

Six Months Ended

June 30, June 30,
2004 2003 2004 2003

$18,535 $16,352 $38,774 $28,696
190 169 384 336
$18,345 $16,183 $38,390 $28,360
$0.27 $0.27 $0.56 $0.53
$0.26 $0.27 $ 0.55 $052
$0.26 $0.26 $ 0.55 $0.52
$0.26 $0.26 $ 054 $0.52

As aresult of certain provisions of the Sarbanes-Oxley Act of 2002, the Company is generally
prohibited from making loans to directors and executive officers. Prior to the adoption of the Sarbanes-
Oxley Act of 2002, the Company had loaned %,112 to various executives in connection with their
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exercise of options to purchase shares of the Company’s common stock of which $6,524 has been repaid
as of June 30, 2004. The outstanding notes bear interest at a rate of 5% per annum. Interest only is
payable quarterly and the principal amount of each of the notes is due in June 2007. In accordance with
the provisions of the Sarbanes-Oxley Act of 2002, there have been no material modifications to any of the
terms of the loans granted to our executives.

13. Minority Interest

On December 30, 1998, a wholly owned subsidiary of the Company, Equity One (Walden
Woods) Inc. (the “Walden Woods General Partner”), formed a limited partnership, in which a retail
shopping center was contributed by its owners (the “Walden Woods Minority Partners’), and the Walden
Woods General Partner contributed 93.656 shares of Company common stock at an agreed-upon price of
$10.30 per share. Based on this per share price and the net asset value of the property contributed by the
Waden Woods Minority Partners, the limited partners received 93.656 limited partnership units. The
Company and the Walden Woods Minority Partners have entered into an agreement (the “Redemption
Agreement”) whereby the Walden Woods Minority Partners can request that the Company purchase
either their limited partnership units or any shares of Company common stock which they have received
in exchange for their limited partnership units at a price of $10.30 per unit or per share no earlier than two
years, nor later than fifteen years, after the exchange date of January 1, 1999. As a result of the
Redemption Agreement, the minority interest has been presented in the accompanying condensed
consolidated balance sheet. In addition, under the terms of the limited partnership agreement, the Walden
Woods Minority Partners do not have an interest in the common stock of the Company except to the
extent of dividends declared on such common stock. Accordingly, a preference in earnings has been
alocated to the Walden Woods Minority Partners to the extent of the dividends declared. The 93.656
shares of common stock of the Company held by the consolidated limited partnership are not considered
outstanding in the calculation of basic earnings per share.

On December 5, 2000, awholly owned subsidiary of the Company, Equity One (North Port) Inc.,
entered into a limited partnership (the “ Shoppes of North Port, Ltd.”) asageneral partner. The North Port
Minority Partners had the right to redeem their OPUs for the Company’s common stock on a one-for-one
basis or for cash at an agreed upon price of $11.00 per share. During July 2003, the North Port Minority
Partners redeemed their OPUs in exchange for 261.850 shares of the Company’s common stock.

The Company is the general partner of IRT Partners L.P. (LP’) and maintains an indirect
partnership interest through its wholly-owned subsidiary, IRT Management Company. LP was formed in
order to enhance the acquisition opportunities of the Company through a downREIT structure. This
structure offers potential sellers of properties the ability to make a tax-deferred sale of their real estate
properties in exchange for limited partnership units (“OP Units’) of LP. As of June 30, 2004, there were
734.266 OP Units outstanding held by partners not affiliated with the Company. LP is obligated to
redeem each OP Unit held by a person other than the Company, at the request of the holder, for cash
egual to the fair market value of a share of the Company’s common stock at the time of such redemption,
provided that the Company may elect to acquire any such OP Unit presented for redemption for one share
of common stock. Such limited partnership interests of 5.59% of LP are held by persons unaffiliated with
the Company and are presented as a minority interest in the accompanying condensed consolidated
balance sheets.

The Company aso has a controlling general partnership interest (75% interest) in Venice Plaza
and records a minority interest for the limited partners’ share of equity.
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14. Dispositions

The following table reflects the properties sold during 2004 and 2003:

Square Feet/ Gross Sales Gain (Loss)
Property L ocation Date Sold Acres Price On Sale
2004 Dispositions
Southwest Walgreens........... Phoenix, AZ February 93,402 $ 6,650 $ 2,035
Watson Centrdl .........cccovuee. Warner Robbins, GA June 227,747 6,000 (483)*
B0 1 I 0 TP $ 12,650 $ 1,552
Square Feet/ Gross Sales Gain On
Property L ocation Date Sold Acres Price Sale
2003 Dispositions
ECKEIT. oo Leesburg, FL March 12,739 $ 4,050 $ 32€
Eckerd......ccovveinrniine, Melbourne, FL March 10,908 2,715 177
First QUArter 2003 .........ooceriirerieere ettt ettt h e et b et be st et b et ne b et b e e b e ne e 6,765 503
Pompanc.........ccccoveeevneenns Pompano Beach, FL April 80,697 3,400 47C
Huntcrest outparcels............ Huntcrest, GA May 2.94 acres 1,686 -
Oak Square Joint Venture.... Gainesville, FL June n/a 2,230 901
SecoNd QUArTEr 2003........cceeieiieieiieieestee sttt et e e s s te e et e e e aesbe e ebesaeseebe e reetereebeaereee 7,316 1,371
CDG (Park Place) LLC JV .. Plano, TX September n/s 4,434 1,20¢
Heritage Walk..........ccccucee. Milledgeville, GA November 159,991 10,000 -
Stadium Plaza.........ccceeee. Phenix City, AL December 70,475 4,800 -*
TOtAl FOr 2003 ..ottt ettt $ 33,315 $ 3,083

*Properties acquired as part of the IRT Property Company merger.

The Company classified the results of operations from the properties sold during 2003 and 2004 and
held for sale at June 30, 2004 as income from discontinued operations in the accompanying condensed
consolidated statements of operations. The condensed consolidated statements of operations for these

properties are shown below:

Three Months Ended

Six Months Ended

Rental revenuUe........ocevvveeeieeeeeeeeeeee e

Property operating expenses
Rental property depreciation and
AMOITIZALTON ...

Total EXPENSES....evveerererererreeirereeeeeseeseeeseens

INterest EXPENSE.......cccvveevrreererere e
Amortization of deferred financing fees ....
Equity inincome of joint ventures.............
L oss on extinguishment of debt...................

Income from discontinued operations........

June 30, June 30,
2004 2003 2004 2003
$2,982 $2,838 $5,304 $5,428
614 864 1,371 1,621
232 331 511 683
846 1,195 1,882 2,304
(245) (383 (492) (730)
(30) (30) (60) (60)
- 306 - 451
- - - (110)
$1,861 $1,536 $2,870 $2,675

15. Debt Extinguishment

The Company has adopted SFAS No. 145, Rescission of FASB Statements No. 4, 44 and 64,
Amendment of FASB Satement No. 13, and Technical Corrections, and is reporting the loss on
extinguishment of debt as part of ordinary income as it no longer meets the criteria for extraordinary gain
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(loss) accounting treatment. During 2003, the Company prepaid four mortgages and incurred a loss of
$623 on the early extinguishment of debt.

16. New Accounting Pronouncements and Changes

In January 2003, FASB issued FASB Interpretation No. 46, Consolidation of Variable Interest
Entities (“FIN 46”), an interpretation of ARB 51. FIN 46 was revised in December 2003. FIN 46
provides guidance on identifying entities for which control is achieved through means other than through
voting rights, or variable interest entities (“VIE”), and how to determine when and which business
enterprises should consolidate the operating results of a VIE. In addition, FIN 46 requires both the
primary beneficiary and all other enterprises with a significant variable interest in a VIE to make
additional disclosures. The consolidation provisions of FIN 46 are effective immediately for variable
interests in VIEs created after January 31, 2003. For variable interests in VIES created before February 1,
2003, the provisions of FIN 46 are effective for the first interim or annual period ending after December
15, 2003. The Company has evaluated the effect of FIN 46 and has determined those casesin which it is
the primary beneficiary and has consolidated the operating results of those VIEs. Where the Company
has determined it is not the primary beneficiary of the VIE, it reports the VIE under the equity method.
The adoption of FIN 46 did not require a change in the accounting treatment of any VIEs owned by the
Company. The Company has not become a party to any VIEs during 2003 or 2004.

In April 2003, FASB issued SFAS No. 149, Amendment of Statement 133 on Derivative
Instruments and Hedging Activities, which clarifies the accounting and reporting for derivative
instruments, including derivative instruments that are embedded in contracts. This statement is effective
for contracts entered into or modified after June 30, 2003. The Company adopted this pronouncement
beginning July 1, 2003. The adoption of SFAS No. 149 did not have a material impact on the Company’s
financia condition or results of operations.

In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments
with Characteristics of both Liabilities and Equity. This statement establishes standards for the
classification and measurement of financia instruments that possess characteristics similar to both
liability and equity instruments. SFAS No. 150 also addresses the classification of certain financial
instruments that include an obligation to issue equity shares. On October 29, 2003, the FASB voted to
defer, for an indefinite period, the application of the guidance in SFAS No. 150. The FASB decided to
defer the application of certain aspects of Statement 150 until it could consider some of the resulting
implementation issues. The Company has adopted certain provisons of SFAS No. 150 which did not
have a materid impact on the Company’s financia condition or results of operations. The Company is
still evaluating the potential effect of the provisions of SFAS No. 150 that have been deferred to future
periods.

In December 2003, the FASB issued Statement No. 132 (revised 2003), Employers Disclosures
about Pensions and Other Postretirement Benefits  This Statement revises employers disclosures about
pension plans and other post retirement benefit plans. 1t does not change the measurement or recognition
provisons of FASB Statements No. 87, Employers Accounting for Pensions, No. 88, Employers
Accounting for Settlements and Curtailments of Defined Benefit Pension Plans and for Termination
Benefits, and No. 106, Employers Accounting for Postretirement Benefits Other Than Pensions This
Statement retains the disclosure requirements contained in FASB Statement No. 132, Employers
Disclosures about Pensions and Other Postretirement Benefits, which it replaces. It requires additional
disclosures about the assets, obligations, cash flows, and net periodic benefit cost of defined benefit
pension plans and other postretirement benefit plans. The adoption of SFAS No. 132 (as revised) did not
have a material impact on the Company’s financia statements.



17. Commitments and Contingencies

As of June 30, 2004, the Company has pledged letters of credit totaing $1,511 as additional
security for certain financings and other activities.

The Company is subject to litigation in the normal course of business. However, none of the
litigation outstanding as of June 30, 2004, in the opinion of management, will have a meterial adverse
effect on the financial condition or results of operations of the Company.

18. Subseguent Events

In July 2004, the Company completed the sale of tiree properties for total consideration of
$22,150, comprising an aggregate of 283,000 square feet of gross leasable area

ITEM 2. MANAGEMENT'SDISCUSSION AND ANALYSISOF FINANCIAL CONDITION
AND RESULTSOF OPERATIONS

The following discusson should be read in conjunction with the Company's unaudited
Condensed Consolidated Financia Statements, including the notes thereto, which are included elsewhere
herein, the Company’s audited Consolidated Financial Statements and notes thereto for the year ended
December 31, 2003 and Management's Discussion and Analysis of Financial Condition and Results of
Operations appearing in the Company’s Annua Report on Form 10-K for the year ended December 31,
2003. The results of operations for an interim period may not give a true indication of results for the entire
year.

Unless the context otherwise requires, al referencesto “we’, “our”, “us’, “Equity One’, and the
“Company” in this report refer collectively to Equity One Inc. and its subsidiaries, including joint
ventures.

Critical Accounting Policies

Our 2003 Annual Report on Form 10-K contains a description of the critical accounting policies
of the Company, including revenue recognition, cost capitalization, mpairment of rea estate assets,
purchase accounting treatment for acquisitions, impairment testing of goodwill, and joint venture
accounting. For the three and sx month period ended June 30, 2004, there were no material changes to
these palicies.

Overview

During the first six months of 2004 we executed our business strategy as follows:

Increased the average rental rate on 185 lease renewal s aggregating 451,192 square feet by 4.3%
to $13.19 per sguare foot;

Executed 210 new leases totaling 951,045 square feet at an average rentd rate of $10.26 per
sguare foot, which net of lost leases resulted in net absorption of 393,268 square feet;

Acquired 10 properties totaling $180.2 million, adding over 1.3 million square feet of gross
leasable area;

Sold two non-core properties for $12.6 million, generating a net $1.6 million gain on sae; and
Raised $200 million in an unsecured debt offering with ayield of 3.902% of which $100 million
was swapped to a floating rate of 6 month LIBOR in arrears plus 0.4375%.

The various factors we use to evauate our second quarter of 2004 operating results are as
follows:

Increased the renta rate on 103 lease renewals aggregating 206,517 square feet by 4.2% to

$13.87 per square foat;
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Executed 101 new leases totaling 412,783 square feet at an average rental rate of $10.77 per
sguare foot, which net of lost leases resulted in net absorption of 232,954 square feet;
Acquired 4 properties totaling $72.4 million, adding over 515,000 square feet of gross leasable

area; and

Sold one non-core property for $6.0 million, generating a $483,000 loss on sale.

Results of Operations

Our consolidated results of operations often are not comparable from period to period due to the
impact of property acquisitions, dispositions, development and redevelopment. A large portion of the
change in our statement of operations line items is related to these changes in the portfolio.

On February 12, 2003, Equity One, Inc. and IRT Property Company (“IRT”) completed a
statutory merger. The transaction has been accounted for as a purchase, and the results of Equity One
include the activity of IRT since February 12, 2003.

The following summarizes items from our unaudited condensed consolidated statements of
operations which we think are important in understanding our operations and/or those items which have
significantly changed in 2004 compared to 2003.

For thethree month period ended For thesix month period ended
June 30, June 30,
% %
2004 2003 Change 2004 2003 Change

Total rental revenue...........oooevveeee. $56,448 $46,320 21.9% $109510  $81,980 33.6%
Property operating expenses............. $14,632 $12,459 17.4% $ 28387  $22,760 24.7%
Rental property depreciation and
0010 4112z (T ¢ O $ 8857 $ 6,755 31.1% $ 17,010 $11,449 48.6%
General and administrative
EXPENSES ....ovearenrsenerreseeseseeseseeseieeeens $ 3,809 $ 3,279 16.2% $ 7261 $ 5,520 31L.5%
| NtErest EXPENSE...........rrrereveeeeeeeenes $11,657 $10,205 14.2% $ 21,984  $17,577 25.1%

Comparison of the Three Months Ended June 30, 2004 to the Three Months Ended June 30, 2003

Total rental revenue increased by $10.1 million, or 21.9%, to $56.4 million in 2004 from $16.3
million in 2003. The following factors accounted for this difference:

Same property rental revenue increased by approximately $1.0 million;

Properties acquired during 2004 increased revenue by approximately $3.5 million;

Properties acquired during 2003 increased revenue by approximately $5.5 million; and

Other property rental revenue increased by $2.4 million primarily related to the
completion of a development property.

Property operating expenses increased by $2.1 million, or 17.4%, to $14.6 million for 2004 from
$12.5million in 2003. The following factors contributed to this difference:

Same property operating expenses increased by approximately $605,000;

Properties acquired during 2004 increased operating expenses by $652,000;
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Properties acquired during 2003 increased operating expenses by approximately 4.4
million; and

Other property operating expenses decreased by $257,000.

Rental property depreciation and amortization increased by .1 million, or 31.1%, to $8.9
million for 2004 from $6.8 million in 2003. The following factors primarily accounted for this difference:

Properties acquired during 2004 increased depreciation and amortization by
approximately $684,000;

Properties acquired during 2003 increased depreciation and amortization by
approximately $361,000; and

Completed developments and additions to existing properties increased depreciation and
amortization by approximately $542,000.

General and administrative expenses increased by $30,000, or 16.2%, to $3.8 million for 2004
from $3.3 million in 2003. Compensation and employer related expenses increased by $782,000 and all
other general office expenses decreased by $252,000.

Interest expense increased by $.5 million, or 14.2%, to $11.7 million for 2004 from $0.2
million in 2003. This difference was primarily due to:

An increase of $430,000 attributable to the $200 million unsecured senior notes issued
during March of 2004;

An increase of $349,000 attributable to the debt related to the acquisition of properties
during 2004;

An increase of $852,000 attributable to the debt related to the acquisition of properties
during 2003; and

A decrease of $137,000 attributable to an increase in capitdized interest related to
development activity.

Investment income decreased by $149,000 due to the principa repayments received on notes
receivable.

We sold a property in the second quarter of 2004 and have eleven properties that are held for sde
as of June 20, 2004. T he associated operating results of $1.9 million for these properties are reflected as
income from discontinued operations. The 2003 discontinued operations reflect a reclassification of
operations for properties sold during 2003 and 2004 and properties held for sale at June 30, 2004. We
recognized a loss of $183,000 in the second quarter of 2004 related to the disposa of a property and
recognized a gain of $1.4 million in the second quarter of 2003 related to the disposal of three properties.

As aresult of the foregoing, net income increased by $2.2 million, or 13.4%, to $18.5 million for
2004 from $16.3 million in 2003.

Comparison for the Six Months Ended June 30, 2004 to the Six Months Ended June 30, 2003

Tota rental revenue increased by $27.5 million, or 33.6%, to $109.5 million in 2004 from $32.0
million in 2003. The following factors accounted for this difference:

The acquisition of IRT in 2003 increased revenue by approximately $9.8 million;
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Other properties acquired during 2003 increased revenue by approximately $11.3 million;
Properties acquired during 2004 increased revenue by approximately $4.0 million; and

Other property rental revenue increased by $2.4 million primarily related to the
completion of a development property, lease-up of vacant space, and rental rate increases.

Property operating expenses increased by $5.6 million, or 24.7%, to $28.4 million for 2004 from
$22.8 million in 2003. The following factors contributed to this difference:

The acquisition of IRT increased operating expenses by approximately $315,000;

Other poperties acquired during 2003 increased operating expenses by approximately
$3.0 million;

Properties acquired during 2004 increased operating expenses by $1.1 million; and
Other property operating expenses increased by $287,000.

Rental property depreciation and amortization increased by %.6 million, or 48.6%, to #7.0
million for 2004 from $11.4 million in 2003. The following factors primarily accounted for this
difference:

The acquisition of IRT increased depreciation and amortization by approximately .4
million;

Other properties acquired during 2003 increased depreciation and amortization by
approximately $1.7 million;

Properties purchased in 2004 increased depreciation and amortization by approximately
$786,000; and

Completed developments in 2004 and 2003 increased depreciation and amortization by
approximately $265,000.

Genera and administrative expenses increased by $..8 million, or 31.5%, to $7.3 million for
2004 from $5.5 million in 2003. Compensation and employer related expenses increased by $1.8 million
and other general office expenses decreased by $171,000. These expense increases were due to the
increase in staffing resulting from the IRT and other acquisitions.

Interest expense increased by .4 million, or 25.1%, to $2.0 million for 2004 from 7.6
million in 2003. This difference was primarily due to:

An increase of $1.4 million attributable to the assumption of mortgage loans and senior
unsecured debt in the acquisition of IRT in 2003;

Anincrease of $1.7 million attributable to the debt related to the acquisition of properties
during 2003;

An increase of $1.5 million attributable to the $200 million unsecured senior notes issued
during March of 2004; and

A decrease of $265,000 attributable to an increase in capitaized interest related to
development activity.
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Investment income decreased by $72,000 due to the principal repayments received on notes
receivable.

During 2003, we repaid various mortgage notes prior to their stated maturities and incurred a loss
on the extinguishment of debt of $513,000.

We sold two properties during the six months ended June 30, 2004 and have eleven properties
that are held for sale as of June 30, 2004. The associated operating results of £.9 million for these
properties are reflected as income from discontinued operations. The 2003 discontinued operations
reflect a reclassification of operations for properties sold during 2003 and 2004 and properties held for
sale at June 30, 2004. We recognized again of $1.6 million in the first haf of 2004 related to the disposal
of two properties and recognized a gain of $L.9 millionin the first haf of 2003 related to the disposal of
five properties.

As aresult of the foregoing, net income increased by $10.1 million, or 35.1%, to $38.8 million
for 2004 from $28.7 million in 2003.

FUNDSFROM OPERATIONS

We bdieve Funds From Operations (“FFO”) (combined with the primary GAAP
presentations) is a useful supplemental measure of our operating performance that is a recognized metric
used extensively by the real estate industry and in particular, REITs. The National Association of Real
Estate Investment Trusts (“NAREIT”) stated in its April 2002 White Paper on Funds from Operations,
“Historical cost accounting for real estate assets implicitly assumes that the value of red estate assets
diminish predictably over time. Since red estate values instead have historically risen or fallen with
market conditions, many industry investors have considered presentations of operating results for real
estate companies that use historical cost accounting to be insufficient by themselves.”

FFO, as defined by NAREIT, is “net income (computed in accordance with GAAP),
excluding gains (or losses) from sales of property, plus depreciation and amortization, and after
adjustments for unconsolidated partnerships and joint ventures’. Its states further that “[a] adjustments for
unconsolidated partnerships and joint ventures will be calculated to reflect funds from operations on the
same basis.” We believe that financial analysts, investors and stockholders are better served by the
clearer presentation of comparable period operating results generated from our FFO measure. Our
method of caculating FFO may be different from methods used by other REITs and, accordingly, may
not be comparable to such other REITs.

FFO is presented to assist investors in analyzing our operating performance. FFO (i)
does not represent cash flow from operations as defined by GAAP, (ii) is not indicative of cash available
to fund all cash flow needs, including the ability to make distributions, (iii) is not an aternative to cash
flow as ameasure of liquidity, and (iv) should not be considered as an adternative to net income (which is
determined in accordance with GAAP) for purposes of evaluating our operating performance. We believe
net income is the most directly comparable GAAP measure to FFO.



The following table illustrates the calculation of FFO for the three and sx month periods ended
June 30, 2004 and 2003 (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2004 2003 2004 2003
NELINCOME .t seeseaeennens $18,535 $16,352 $ 38,774 $ 28,696
Adjustments:
Rental property depreciation and
amortization, including discontinued
OPEIALTONS... vt 9,089 7,086 17521 12,132
Loss (gain) on disposal of income
producing Properties.......ocvereeereeerseenneen: 483 (1,371) (1,552) (1,874)
MinNOrity INTEreSt.......ccviveeeereerreereereeereeeens 174 238 373 379
Other Items:
Interest on convertible partnership units....... - (22) - 43
Pro-rata share of real estate depreciation
from joint VEeNtUres ........ccooveecrvenccennnene, 66 139 130 300
Fundsfrom operations ........cooneerneeerneeennnes $ 28347 $ 22,422 $ 55,246 $ 39,676

FFO increased by $.9 million, or 26.4%, to $8.3 million for the three months ended June 30,
2004, from $22.4 million for the comparable period of 2003. FFO increased by $15.6 million, or 39.2%,
to $65.2 million fa the six months ended June 30, 2004 from $39.7 million for the comparable period of
2003.

The following table reflects the reconciliation of FFO per diluted share to earnings per diluted
share, the most directly comparable GAAP measure, for the periods presented:

Three Months Ended Six Months Ended
June 30, June 30,
2004 2003 2004 2003
Earnings per diluted share* ..........ccccoeeeeveenereenne. $ 0.26 $ 0.26 $ 0.55 $ 0.52
Adjustments:
Rental property depreciation and
amortization, including discontinued
OPEIALTONS....ovceeeee et enaens 0.13 0.12 0.25 0.21
Loss (gain) ondisposal of income
ProduCing ProPErtiES.. ... eweeeeeeersereesseeesseeees 0.01 (0.02) (0.02) (0.03)
Other items:
Pro-rata share of real estate depreciation
from joint VENLUIES........cccevveerrcecseeseenns - - - 0.01
Funds from operations per diluted share.............. $ 0.40 $ 0.36 $ 0.78 $ 071

* Earnings per diluted share reflect the add-back of interest on convertible partnership units and the minority
interest(s) which are convertible to shares of our common stock.

CASH FLOWS

Net cash provided by operations of $4.5 million for the sx months ended June 30, 2004
included: (i) net income of $38.8 million, (ii) adjustments for non-cash and gain on sae items which
increased cash flow by $15.7 million, and (iii) a net change in operating liabilities and operating assets
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that increased cash flow by $10.0 million, compared to net cash provided by operations of $38.1 million
for the sx months ended June 30, 2003, which included (i) net income of $28.7 million, (ii) adjustments
for non-cash items which increased cash flow by $1.2 million, and (iii) a net change in operating
liabilities and operating assets that reduced cash flow by $1.8 million.

Net cash used in investing activities of $161.0 million for the sx months ended June 30, 2004
included: (i) the acquisition of two parcels of land held for future development and eight shopping centers
for $136.0 million, (ii) construction, development and other capital improvements of $1.4 million, (iii)
increased leasing costs of $4.2 million, (iv) an increase in cash held in escrow of $6.8 million, and (v) the
purchase of securities held for investment for $7.2 million, offset by (a) proceeds from the sae of two
properties of $7.6 million, and (b) proceeds from payment of notes receivable of $.1 million. These
amounts should be compared to net cash used in investing activities of $185.3 million for the six months
ended June 30, 2003 which included: (i) the acquisition of one parcel of land and a supermarket for $5.2
million, (ii) construction, development and other capital improvements of $16.2 million and (iii) the
acquisition of IRT for $187.6 million, net of cash received, offset by (a) proceeds from the sde of
properties and a joint venture interest of $11.5 million, (b) release of escrowed funds related to property
sdles which were utilized for tax deferred exchanges of $9.5 million, and (c) proceeds from payment of
notes receivable of $2.8 million.

Net cash provided by financing activities of $95.5 million for the sx months ended June 30, 2004
included: (i) net proceeds from the issuance of senior notes of $199.8 million, (ii) net proceeds from the
issuance of common stock of $23.2 million, and (iii) proceeds from repayment of notes receivable of $3.0
million, offset by @) the repayment of one mortgage note for $.4 million and monthly principal
payments on mortgage notes of $4.7 million, (b) cash dividends paid to common stockholders of $39.4
million, (c) repayments under revolving credit facilities of $1.5 million (d) an increase in deferred
financing costs of $3.0 million related to the issuance of senior notes, and (€) other miscellaneous uses of
$605,000 compared to net cash provided by financing activities of $146.4 million for the six months
ended June 30, 2003 which included: (i) net borrowings on the revolving credit facilities of $67.9 million,
(ii) net proceeds from the issuance of common stock of $157.5 million, and (iii) proceeds from repayment
of notes receivable from the issuance of common stock of $3.5 million offset by (a) the payoff of six
mortgage notes for $44.1 million and monthly principal payments on mortgage notes of $4.0 million, (b)
cash dividends paid to common stockholders of $33.2 million, and (c) other miscellaneous uses of $1.2
million.

LIQUIDITY AND CAPITAL RESOURCES

The Company’ s principal demands for liquidity are maintenance expenditures, repairs, property
taxes and tenant improvements relating to rental properties, leasing costs, acquisition and development
activities, debt service and repayment obligations and distributions to its stockholders. The principal
sources of funding for the Company’ s operations are operating cash flows, the issuance of equity and debt
securities, the placement of mortgage loans and periodic borrowings under the Company’ s revolving
credit facilities.

The following table presents mortgage notes payable as of June 30, 2004 and December 31, 2003:

June 30, December 31,
2004 2003

(in thousands)

M ortgage Notes Payable

Fixed rate mortgage [0ans..........cc.eceeeeecrecreereeieceeesesennnns, $ 497,741 $ 459,103
Unamortized premium (discount) on mortgage

NOLES PAYADIE ..., 11,035 11,779

TOUA .. $ 508,776 $ 470,882
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Each of the existing mortgage loans is secured by a mortgage on one or more of the Company’s
properties. Certain of the mortgage loans involving an aggregate principal balance of approximately
$173.1 million contain prohibitions on transfers of ownership which may have been violated by the
Company’s previous issuances of common stock or in connection with past acquisitions and may be
violated by transactions involving the Company’s capital stock in the future. If a violation were
established, it could serve as a basis for a lender to accelerate amounts due under the affected mortgage.
To date, no lender has notified the Company that it intends to accelerate its mortgage. The Company isin
the process of seeking consents from the lenders to address these issues. In the event that the requested
assurances or consents are not obtained and the mortgage holders declare defaults under the mortgage
documents, we will, if required, prepay the remaining mortgage from existing resources, refinancing of
such mortgages, borrowings under our other lines of credit or other sources of financing. Based on
discussions with various lenders, current credit market conditions and other factors, the Company
believes that the mortgages will not be accelerated. Accordingly, the Company believes that the
violations of these prohibitions will not have a material adverse impact on the Company’s results of
operations or financia condition.

The following table presents unsecured senior notes payable as of June 30, 2004 and December
31, 2003:

June 30, December 31,
2004 2003

(in thousands)

Unsecured Senior Notes Payable

7.77% Senior Notes, due 4/1/06 ...........ceeeeerererreeeeerernenn, $ 50,000 $ 50,000
7.25% Senior Notes, due 8/15/07 ........cccocevveevvereennnnns 75,000 75,000
3.875% Senior Notes, due 4/15/09........ccccoeeveverrrererennnn, 200,000 -
7.84% Senior Notes, due 1/23/12.........ccevveevverennnnns 25,000 25,000
Unamortized premium(discount) on unsecured
SENIOF NOLES PAYBDIE ..., 10,550 12,439
TOAl vt $ 360,550 $ 162,439

The indentures under which the notes were issued have severa covenants which limit the
Company’s ability to incur debt; require the Company to maintain unencumbered assets ratio and limit
the Company’ s ability to consolidate, sell, lease, or convey substantidly all of its assets to, or merge with
any other entity. These notes have aso been guaranteed by most of the Company’s subsidiaries. The
interest rate on the 7.77% senior notes is subject to a 50 basis point increase if the Company does not
maintain an investment grade debt rating.

The following table presents the unsecured revolving credit facilities as of June 30, 2004 and
December 31, 2003:

June 30, December 31,
2004 2003

(in thousands)

Unsecured Revolving Credit Facilities

WEIISFArgo ...coveeveeereeeirerererssetsesee e $ 80,500 $ 162,000
City National BankK...........ceurermneerneenerenereenerseerseennes 41 -
TOEl .o $ 80,541 $ 162,000

The Company has a $340,000 unsecured revolving credit facility with a syndicate of banks for
which Wells Fargo Bank, National Association is the sole lead arranger and administrative agent. This
facility bearsinterest at the Company’s option at (i) LIBOR plus 0.65% to 1.35%, depending on the credit
ratings of the Company’s senior unsecured long term notes or (ii) at the greater of (x) Wells Fargo’'s
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prime rate and (y) the Federal Funds Rate plus 0.5%. The facility is guaranteed by most of the Company’s
subsidiaries. Based on the Company’s current rating, the LIBOR spread is 1.0%. The facility also
includes a competitive bid option which allows the Company to conduct auctions among the participating
banks for borrowings in an amount not to exceed $170,000 a $35,000 swing line facility for short term
borrowings, a $20,000 letter of credit commitment and may, at the request of the Company, be increased
up to atotal commitment of $400,000. The facility expires February 12, 2006 with a one year extension
option. In addition, the facility contains customary covenants, including financial covenants regarding
debt levels, total liabilities, interest coverage, EBITDA levels, unencumbered properties, permitted
investments and others. The facility also prohibits stockholder distributions in excess of 95% of funds
from operations calculated at the end of each fiscal quarter for the four fisca quarters then ending.

Notwithstanding this limitation, the Company can make stockholder distributions to avoid income taxes
on asset sales. If a default under the facility exists, the Company's ability to pay dividends would be
limited to the amount necessary to maintain the Company’s status as a REIT unless the default is a
payment default or bankruptcy event in which case the Company would be prohibited from paying any
dividends. As of June 30, 2004, the Company had $0,500 outstanding on this credit facility. The
weighted average interest rate as of June 30, 2004 was 2.05%, including the effect of interest rate swaps.

The Company has a $5,000 unsecured credit facility with City National Bank of Florida, of which
$41 was outstanding as of June 30, 2004. This facility also provides collateral for $1,456 in outstanding
letters of credit.

As of June 30, 2004, the availability under the various credit facilities was approximately
$113,901 net of outstanding balances and letters of credit.

As of June 30, 2004, scheduled principa amortization and the balances due at the maturity of our
various mortgage and unsecured senior notes payable and revolving credit facilities (excluding
unamortized premium or discount) are as follows (in thousands):

Secured Debt Unsecured Debt
Unsecured Revolving Total

Schedule Balloon Senior Credit Principal Balance

Year Amorti zation Payments Notes Facilities Due at Maturity
2004............ $ 5,100 $ 2,727 $ - $ 11 $ 7,868
2005............ 10420 30,093 - - 40,513
2006............ 10,660 24,758 50,000 80,500 165,918
2007 ..., 10,804 2,864 75,000 - 88,668
2008............ 10,902 40,104 - - 51,006
2009............ 10,592 24,332 200,000 - 234,924
2010............ 9,396 107,551 - - 116,947
2011 ............ 7,230 93,433 - - 100,663
2012............ 5,952 40,056 25,000 - 71,008
2013............ 5,526 - - - 5,526
Thereafter... 36,447 8,794 - - 45,241
Totdl ...... $ 123,029 $ 374,712 $ 350,000 $ 80,541 $ 928,282

Our debt level could subject us to various risks, including the risk that our cash flow will be
insufficient to meet required payments of principal and interest, and the risk that the resulting reduced
financial flexibility could inhibit our ability to develop or improve our rental properties, withstand
downturns in our rental income or take advantage of business opportunities. In addition, because we
currently anticipate that only a small portion of the principal of our indebtedness will be repaid prior to
maturity, it is expected that it will be necessary to refinance the majority of our debt. Accordingly, thereis
arisk that such indebtedness will not be able to be refinanced or that the terms of any refinancing will not
be as favorable as the terms of our current indebtedness.



DEVELOPMENTSAND REDEVELOPMENTS

As of June 30, 2004, we have over 20 development and redevelopment projects underway or in
the planning stage totaling approximately $57.8 million of asset value, and based on current plans and
estimates, requiring approximately $19.0 million of additional capita to complete beyond the $38.8
million aready invested. These include:

CVS Plaza in Miami, Florida where we are completing the lease up of the non-anchor space at a
new 29,204 square foot drug store-anchored shopping center that we built across the street from
our recently completed Publix supermarket anchored Plaza Alegre shopping center;

Shops at Skylake in North Miami Beach, Florida, where we are in the process of adding 29,000
square feet of retail and office space;

Bandera Fegtival in San Antonio, Texas, Centre Point in Smithfield, North Carolina; Eustis
Square in Eudtis, Florida; Gulf Gate Plaza in Naples, Florida; Oakbrook Square in Palm Beach
Gadens, Florida and Venice Plaza in Venice, Florida, where we have reconfigured and
redeveloped previoudly vacant anchor and other space and are completing the associated |ease-up;

Ambassador Row Courtyard in Lafayette, Louisiana where we are reconfiguring a portion of the
center and adding an out parcel; and

The development of two supermarket-anchored shopping centers, one in Homestead, Florida and
the other in McDonough, Georgia, both on parcels of land we currently own and control.

These developments and redevelopments are scheduled for completion between the third quarter
of 2004 and early 2006.

During the second quarter of 2004, we completed and leased $11.2 million of development
projects resulting in anticipated incremental net operating income of approximately $1.4 million on an
annualized basis. During the six month period ended June 30, 2004, we completed and leased a tota of
$39.4 million of development projects resulting in incremental net operating income of approximately
$4.4 million on an annualized basis.

EQUITY

For the three months ended June 30, 2004, we issued 610,000 shares of our common stock at
prices ranging from $16.83 to $18.03 per share and for the six months ended June 30, 2004, we issued
1,207,000 shares of our common stock at prices ranging from $16.83 to $18.99 per share pursuant to our
Divided Reinvestment and Stock Purchase Plan. As of June 30, 2004, we have 942,000 shares remaining
for sale under that plan.

FUTURE CAPITAL REQUIREMENTS

We believe, based on currently proposed plans and assumptions relating to our operations, that
our existing financial arrangements, together with cash generated from our operations, will be sufficient
to satisfy our cash requirements for a period of at least twelve months. In the event that our plans change,
our assumptions change or prove to be inaccurate or cash flows from operations or amounts available
under existing financing arrangements prove to be insufficient to fund our expansion and development
efforts or to the extent we discover suitable acquisition targets the purchase price of which exceeds our
existing liquidity, we would be required to seek additiona sources of financing. Additiona financing may
not be available on acceptable terms or at al, and any future equity financing could be dilutive to existing
stockholders. If adequate funds are not available, our business operations could be materially adversely
affected.



DISTRIBUTIONS

We believe that we qualify and intend to qualify as a REIT under the Internal Revenue Code. As
aREIT, we are allowed to reduce taxable income by all or a portion of our distributions to stockholders.
As distributions have exceeded taxable income, no provision for federal income taxes has been made.
While we intend to continue to pay dividends to our stockholders, we aso will reserve such amounts of
cash flow as we consider necessary for the proper maintenance and improvement of our real estate and
other corporate purposes, while still maintaining our qualification asa REIT.

INFLATION

Many of our leases contain provisions designed to partially mitigate the adverse impact of
inflation. Such provisions include clauses enabling us to receive percentage rents based on tenant gross
sales above predetermined levels, which rents generally increase as prices rise, or escaation clauses
which are typically related to increases in the Consumer Price Index or similar inflation indices. Most of
our leases require the tenant to pay its share of operating expenses, including common area maintenance,
real estate taxes and insurance, thereby reducing our exposure to increases in costs and operating
expenses resulting from inflation.

Our financia results are affected by general economic conditions in the markets in which our
properties are located. An economic recession, or other adverse changes in genera or local economic
conditions could result in the inability of some existing tenants to meet their lease obligations and could
otherwise adversely affect our ability to attract or retain tenants. The properties are typically anchored by
supermarkets, drug stores and other consumer necessity and service retailers which typically offer day-to-
day necessities rather than luxury items. These types of tenants, in our experience, generally maintain
more consistent sales performance during periods of adverse economic conditions.

CAUTIONARY STATEMENT RELATING TO FORWARD LOOKING STATEMENTS

Certain matters discussed in this Quarterly Report on Form 10-Q contain “forward-looking
statements” for purposes of Section 27A of the Securities Act of 1933, as amended and Section 21E of the
Securities Exchange Act of 1934, as amended. These forward-looking statements are based on current
expectations and are not guarantees of future performance.

All statements other than statements of historical facts are forward-looking statements, and can be
identified by the use of forward-1ooking terminology such as “may,” “will,” “might,” “would,” “expect,”
“anticipate,” “estimate,” “would,” “could,” “should,” “believe,” “intend,” “project,” “forecast,” “target,”
“plan,” or “continue” or the negative of these words or other variations or comparable terminology, are
subject to certain risks, trends and uncertainties that could cause actual results to differ materialy from
those projected. Because these statements are subject to risks and uncertainties, actual results may differ
materially from those expressed or implied by the forward-looking statements. We caution you not to
place undue reliance on those statements, which speak only as of the date of this report.

Among the factors that could cause actual resultsto differ materially are:

general economic conditions, competition and the supply of and demand for shopping center
propertiesin our markets;

management’s ability to successfully combine and integrate the properties and operations of
separate companies that we have acquired in the past or may acquire in the future;

interest rate levels and the availability of financing;

potential environmental liability and other risks associated with the ownership, development
and acquisition of shopping center properties;



risks that tenants will not take or remain in occupancy or pay rent;
greater than anticipated construction or operating costs;
inflationary and other general economic trends;

the effects of hurricanes and ather natural disasters; and

other risks detailed from time to time in the reports filed by us with the Securities and
Exchange Commission.

Except for ongoing obligations to disclose material information as required by the federa
securities laws, we undertake no obligation to release publicly any revisons to any forward-looking
statements to reflect events or circumstances after the date hereof or to reflect the occurrence of
unanticipated events.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKET RISKS

Interest Rate Risk

The primary market risk to which the Company has exposure is interest rate risk. Changes in
interest rates can affect the Company's net income and cash flows. As changes in market conditions occur
and interest rates increase or decrease, interest expense on the variable component of the Company's debt
will move in the same direction. We intend to utilize variable rate indebtedness available under our
unsecured revolving credit facilities in order to initialy fund future acquisitions, development costs and
for other operating needs. With respect to our fixed rate mortgage notes and fixed rate senior unsecured
notes, changes in interest rates generally do not affect the Company's interest expense as these notes are
predominantly at fixed-rates for extended terms. Because the Company has the intent to hold its existing
fixed rate notes either to maturity or until the sale of the associated property, these fixed-rate notes do not
pose a interest rate risk to the Company's results of operations or its working capital position, only upon
the refinancing of that mortgage. The Company's possible risk is from increases in long-term interest rates
that may occur over a period of severa years, as this may decrease the overal value of its real estate.

As of June 30, 2004, we had approximately $71.6 million of outstanding floating rate debt,
including $100 million of fixed rate borrowings that we have converted to floating rate borrowings
through the use of hedging agreements. We do not believe that the interest rate risk represented by our
floating rate debt is materia as of June 30, 2004, in relation to our $960.9 million of outstanding debt, our
$1.9 hillion of total assets and the $2.2 billion total market capitalization as of that date.

If interest rates on our variable rate debt increase by 1%, the increase in annual interest expense
on our variable rate debt would decrease future earnings and cash flows by approximately $1.7 million. If
interest rates on our variable rate debt decrease by 1%, the decrease in interest expense on our variable
rate debt would increase future earnings and cash flows by approximately $1.7 million. This assumes that
the amount outstanding under our variable rate debt remains at approximately $171.6 million (including
the $100 million of fixed rate debt converted to floating rate debt through the use of hedging agreements),
the balance as of June 30, 2004.

The fair value of our fixed rate debt is $784.2 million, which includes the mortgage notes, fixed
rate portion of the senior unsecured notes payable, and the hedged portion of the revolving credit facility
(excluding the unamortized premium/discount). If interest rates increase by 1%, the fair value of our tota
fixed rate debt would decrease by approximately $66.6 million. If interest rates decrease by 1%, the fair
value of our total outstanding debt would increase by approximately $2.7 million. This assumes that our
total outstanding fixed rate debt remains at $789.3 million, the balance as of June 30, 2004.
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Hedging Activities

To manage our exposure to interest rate risk, we follow established risk management policies and
procedures, including the use of a variety of drivative financial instruments. We do not enter into
derivative instruments for speculative purposes. We require that the hedging derivative instruments be
effective in managing interest rate risk exposure. This effectiveness is essential to qualify for hedge
accounting. Changes in the hedging instrument's fair value related to the effective portion of the risk
being hedged are included in accumulated other comprehensive income or loss and in accounts payable
and accrued expenses and in those cases, hedge effectiveness criteria also require that it be probable that
the underlying transaction occurs.

Hedges that meet these hedging criteria are formally designated as cash flow hedges at the
inception of the derivative contract. When the terms of an underlying transaction are modified, or when
the underlying hedged item ceases to exist, the change in the fair value of the derivative instrument is
marked to market with the change included in net income in each period until the derivative instrument
matures. Additionally, any derivative instrument used for risk management that becomes ineffective is
marked to market and the change included in net income.

The Company is exposed to credit risk, in the event of non-performance by the counter-partiesto
the hedge agreements. The Company believes that it mitigates its credit risk by entering into these
agreements with mgjor financial ingtitutions. Net interest differentials to be paid or received under a swap
contract and/or collar agreement are included in interest expense as incurred or earned.

In conjunction with our policy to manage interest rate risk, we have entered into interest rate
swaps to hedge the variability of monthly cash outflows attributable to changes in variable interest rates,
such as LIBOR. Under certain of the swaps, we receive LIBOR based payments and pay a fixed rate.
Under one of the swap agreements, we have hedged $100 million of the $200 million fixed rate unsecured
senior notes due April 15, 2009 to a variable interest rate equa to the six month LIBOR rate in arrears
plus 0.4375% to lower the overall effective borrowing rate.

A summary of the terms of the derivative instruments, as of June 30, 2004, and a reconciliation of
the fair value and adjustments to accumulated other comprehensive loss are as follows (in thousands):

[ [ [0 o Y o= TR Cash Flow
015 o o) TR Swap
Range of Notional @MOUNLS..........ccccueueieiierieseeese ettt ess s ssssssnses $10,000 — $100,000
TOUAL .o $ 120,000
RaANGE Of INTErESE FALES........cveerrieeercerceretrese st 1.92% — 3.875%
RaNge Of MELUNILY BLES.........ccoverrieerrieririrerie et 3/14/05— 4/15/09
Total accumulated other comprehensive loss at December 31, 2003. ........... $  (122)
Changein fair value for the six months ended June 30, 2004..........ccccoevee.e. (4,848)
Total accumulated other comprehensive loss at June 30, 2004 .............cc..... $ (4,970)

The estimated fair value of our financial instruments has been determined, using available market
information and appropriate valuation methodologies. However, considerable judgment is necessarily
required in interpreting market data to develop the estimates of fair value. Accordingly, the estimates
presented herein are not necessarily indicative of the amounts that we could redlize in a current market
exchange. The use of different market assumptions or estimation methodologies may have a materia
effect on the estimated fair value amounts.



Other Market Risks

As of June 30, 2004, we had no material exposure to any other market risks (including foreign
currency exchange risk, commodity price risk or equity price risk).

ITEM 4 CONTROLSAND PROCEDURES

EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

We maintain disclosure controls and procedures that are designed to provide reasonable assurance
that information required to be disclosed in our Exchange Act reports is recorded, processed, summarized
and reported within the time periods specified in the Securities and Exchange Commission’s rules and
forms, and that such information is accumulated and communicated to our management, including our
Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding
required disclosure. In designing and evauating the disclosure controls and pocedures, management
recognized that any controls and procedures, no matter how well designed and operated, can provide only
reasonable assurance of achieving the desired control objectives, and management necessarily was
required to apply its judgment in evaluating the cost-benefit relationship of possible controls and
procedures. Also, we have investments in certain unconsolidated entities. As we do not control or manage
these entities, our disclosure controls and procedures with respect to such entities are necessarily
substantially more limited than those we maintain with respect to our consolidated subsidiaries.

As required by Rule 13a-15(b) under the Securities and Exchange Act of 1934, we carried out
an evaduation, under the supervision and with te participation of management, including our Chief
Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our
disclosure controls and procedures. Based on the foregoing, our Chief Executive Officer and Chief
Financial Officer concluded that, as of the end of the period covered by this report, our disclosure controls
and procedures were effective at the reasonabl e assurance level to ensure that information required to be
disclosed by us in reports that we file under the Exchange Act is recorded, processed, summarized and
reported within the time periods specified in SEC rules and forms.

There have been no changes in our internal controls over financial reporting during the quarter
ended June 30, 2004, that have materially affected, or are reasonably likely to materialy affect, our
internal controls over financia reporting.

PART Il -OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Neither the Company nor the Company's properties are subject to any materia litigation. The
Company and its properties may be subject to routine litigation and administrative proceedings arising in
the ordinary course of business which collectively is not expected to have a material adverse affect on the
business, financial condition, results of operations or cash flows of the Company.

ITEM 2. CHANGESIN SECURITIES, USE OF PROCEEDS AND ISSUER PURCHASES OF
EQUITY SECURITIES

None.

ITEM 3. DEFAULTSUPON SENIOR SECURITIES

None.
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ITEM 4. SUBMISSION OF MATTERSTO A VOTE OF SECURITY HOLDERS

The Company held its Annual Meeting of Stockholders on May 21, 2004. At the meeting, the
stockholders voted:

(1) To eect nine nominees to the Board of Directors:

For Withheld
Noam Ben-Ozer 62,084,479 343,579
Robert L. Cooney 62,084,596 343,461
Patrick L. Flinn 62,084,509 343,549
Nathan Hetz 62,084,479 343,579
Chaim Katzman 62,082,493 345,564
Peter Linneman 62,084,336 343,721
Shaiy Pilpd 62,083,999 344,059
Dori Segal 62,084,479 343,579
Doron Vaero 62,082,454 345,604

(2) To approve the Company’s 2004 Employee Stock Purchase Plan as follows:

For Against Abstain Unvoted/Broker Non-Votes
21,368,068 758,651 24,186,756 16,114,588

The annual meeting was adjourned until July 28, 2004. At the reconvened meeting, the
stockholders voted to approve the Company’s Amended and Restated 2000 Executive Incentive
Compensation Plan as follows:

For Against Abstain Unvoted/Broker Non-Votes
42,053,903 4,030,895 228,673 16,114,588

ITEM 5. OTHER INFORMATION

None.
ITEM 6. EXHIBITSAND REPORTSON FORM 8-K
(@) Exhibits:

311  Certification of Chief Executive Officer pursuant to Rule 13a-14(a) under the
Securities Exchange Act of 1934, as amended and Section 302 of the Sarbanes-
Oxley Act of 2002.

31.2  Certification of Chief Financia Officer pursuant to Rule 13a-14(a) under the
Securities Exchange Act of 1934, as amended and Section 302 of the Sarbanes-
Oxley Act of 2002.

32 Certification of Chief Executive Officer and Chief Financial Officer pursuant to
Rule 13a-14(b) under the Securities Exchange Act of 1934, as amended and 18
U.S.C. 1350, as created by Section 906 of the Sarbanes-Oxley Act of 2002.

(b) Reportson Form &K:



During the quarterly period ended June 30, 2004, the Company filed the following reports on
Form 8-K:

None.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned thereunto duly authorized.

Date: August 9, 2004 EQUITY ONE, INC.
/s HOWARD M. SIPZNER

Howard M. Sipzner

Executive Vice President and

Chief Financia Officer

(Principal Accounting and Financia
Officer)
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Exhibits

INDEX TO EXHIBITS

Description

311

31.2

32

Certification of Chief Executive Officer pursuant to Rule 13a-14(a) under the Securities
Exchange Act of 1934, as amended and Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financia Officer pursuant to Rule 13a-14(a) under the Securities
Exchange Act of 1934, as amended and Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Executive Officer and Chief Financial Officer pursuant to Rule 13a-
14(b) under the Securities Exchange Act of 1934, as amended and 18 U.S.C. 1350, as created
by Section 906 of the Sarbanes-Oxley Act of 2002.



