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PART |

ITEM 1. BUSINESS
The Company

We are a real estate investment trust, or REIT, that principally owns, manages, acquires and develops neighborhood and
community shopping centers. We were organized as a Maryland corporation in 1992, completed our initial public offering in
May 1998, and have elected to be taxed as a REIT since 1995.

As of December 31, 2007, our property portfolio consisted of 169 properties, including 152 shopping centers comprising
approximately 17.1 million square feet of gross leasable area (“GLA”), seven development/redevelopment properties, six non-
retail properties and four parcels of land. As of December 31, 2007, our core shopping center portfolio was 93.2% leased and
included national, regional and local tenants.

In this annual report, unless stated otherwise or unless the context requires otherwise, references to “we,” “us” or “our” mean

Equity One, Inc. and our consolidated subsidiaries.
Strategy and Philosophy

Our principal business objective has been and will continue to be to maximize long-term stockholder value by generating
sustainable cash flow growth and increasing the long-term value of our real estate assets. Our strategies for reaching this
objective include:

e Operating Strategy: Maximizing the internal growth of revenue from our shopping centers by leasing and re-
leasing those properties to a diverse group of creditworthy tenants at higher rental rates and redeveloping
those properties to make them more attractive to tenants or to permit additional or better uses;

< Investment Strategy: Using capital wisely to renovate or redevelop our properties and to acquire and develop
additional shopping centers where expected returns meet or exceed our standards; and

e Capital Strategy: Financing our capital requirements with internally generated funds, borrowings under our
existing credit facilities, proceeds from selling properties that do not meet our investment criteria and access
to institutional capital and debt and equity capital markets.

Operating Strategy. Our core operating strategy is to maximize rents and maintain high occupancy levels by attracting and
retaining a strong and diverse base of tenants. Many of our properties are located in some of the most densely populated and
highest growth areas of the country, including the metropolitan areas around Miami, Ft. Lauderdale, West Palm Beach, Tampa,
Jacksonville and Orlando, Florida, Atlanta, Georgia, and Boston, Massachusetts. Strong trade-area demographics help our
tenants generate high sales, which has enabled us to maintain high occupancy rates and increase rental rates.

In order to effectively achieve our operating strategy, we seek to:

e actively manage and maintain the high standards and physical appearance of our assets while maintaining
competitive tenant occupancy costs;

e maintain a diverse tenant base in order to limit exposure to any one tenant’s financial condition;

e develop strong, mutually beneficial relationships with creditworthy tenants, particularly our anchor tenants,
by consistently meeting or exceeding their expectations;

e increase rental rates upon the renewal of expiring leases or as we lease space to new tenants while
minimizing vacancy and down-time; and

e evaluate renovation or redevelopment opportunities that will make our properties more attractive for leasing
or re-leasing to tenants, take advantage of under-utilized land or existing square footage; or re-configure
properties for better uses.

Investment Strategy. Our investment strategy is to deploy capital in projects that are expected to generate returns that exceed
our cost of capital. Our investments primarily fall into one of the following three categories:

< re-developing, renovating, expanding, reconfiguring and/or re-tenanting our existing properties;

< selectively acquiring shopping centers that will benefit from our active management and leasing strategies;
and



< selectively developing new shopping centers to meet the needs of expanding retailers.

In the past, we have also made investments in the securities of other companies, whose assets or markets are consistent with
our investment strategy. These investment decisions are made in the same manner as other investments by us and are subject
to the gross income and asset tests necessary to maintain our REIT qualification.

In evaluating potential redevelopment, acquisition and development opportunities, we also consider such factors as:

e the expected returns in relation to our cost of capital, as well as the anticipated risks we will face in achieving
the expected returns;

e the current and projected cash flow of the property and the potential to increase that cash flow;

< the tenant mix at the property, tenant sales performance and the creditworthiness of those tenants;

e economic, demographic, regulatory and zoning conditions in the property’s local and regional market;

e competitive conditions in the vicinity of the property, including competition for tenants and the potential that
others may create competing properties through redevelopment, new construction or renovation;

< the level and success of our existing investments in the relevant market;

e the current market value of the land, buildings and other improvements and the potential for increasing those
market values;

e the physical configuration of the property, its visibility, ease of entry and exit, and availability of parking;
and

e the physical condition of the land, buildings and other improvements, including the structural and
environmental conditions.

Capital Strategy. We intend to grow and expand our business by using cash flows from operations, by borrowing under our
existing credit facilities, reinvesting proceeds from selling properties that do not meet our investment criteria or, if appropriate
market conditions exist, by accessing capital from institutional partners or the capital markets to issue equity, debt or a
combination thereof. Our capital strategy is to maintain a strong balance sheet and sufficient flexibility to fund our operating
and investment activities in a cost-efficient way. Our strategy includes:

e maintaining a prudent level of overall leverage and an appropriate pool of unencumbered properties that is
sufficient to support our unsecured borrowings;

e managing our exposure to variable-rate debt;

e taking advantage of market opportunities to refinance existing debt, reduce interest costs and manage our
debt maturity schedule; and

e using joint venture arrangements to access less expensive capital, mitigate capital risk, or to capitalize on the
expertise of local real estate partners.

While we generally hold our properties for investment and for the production of rental income, we also recycle our capital.
Over time, when our assets no longer meet our investment criteria, asset type or geographic focus, we may sell or otherwise
dispose of those assets. By identifying these opportunities, we are able to recycle our capital and reinvest the proceeds in more
attractive properties or markets.

Change in Policies

Our board of directors establishes the policies that govern our operating, investment and capital strategies, including, among
others, the development and acquisition of shopping centers, tenant and market focus, debt and equity financing policies,
quarterly distributions to our stockholders and the REIT status. The board may amend these policies at any time, without a
vote of our stockholders.

REIT Status

We elected to be taxed as a real estate investment trust for federal income tax purposes beginning with our taxable year ended
December 31, 1995. As a REIT, we are generally not subject to federal income tax on REIT taxable income that we distribute
to our stockholders. Under the Internal Revenue Code of 1986, as amended, which we refer to as the Code, REITSs are subject
to numerous organizational and operational requirements, including the requirement to distribute at least 90% of REIT taxable
income (excluding net capital gains) each year. We will be subject to federal income tax on our taxable income (including any



applicable alternative minimum tax) at regular corporate rates if we fail to qualify as a REIT for tax purposes in any taxable
year, or to the extent we distribute less than 100% of REIT taxable income. We will also not be permitted to qualify for
treatment as a REIT for federal income tax purposes for four years following the year during which qualification is lost. Even if
we qualify as a REIT for federal income tax purposes, we may be subject to certain state and local income and franchise taxes
and to federal income and excise taxes on our undistributed REIT taxable income.

We have elected to treat certain of our subsidiaries as taxable REIT subsidiaries, each of which we refer to as a TRS. In
general, a TRS may engage in any real estate business and certain non-real estate businesses, subject to certain limitations
under the Code. A TRS is subject to federal and state income taxes. The sales of certain land parcels, our investment in DIM
Vastgoed N.V. and certain other real estate and other activities are being conducted through our TRS entities. Our current TRS
activities are limited and they have not incurred any significant income taxes to date.

Governmental Regulations Affecting Our Properties

We and our properties are subject to a variety of federal, state and local environmental, health, safety and similar laws,
including:

the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, which
we refer to as CERCLA,;

e the Resource Conservation & Recovery Act;
e the Federal Clean Water Act;

e the Federal Clean Air Act;

» the Toxic Substances Control Act;

e the Occupational Safety & Health Act; and

the Americans with Disabilities Act.

Environmental Regulations. The application of these laws to a specific property that we own depends on a variety of property-
specific circumstances, including the current and former uses of the property, the building materials used at the property and
the physical layout of the property. Under certain environmental laws, principally CERCLA, we, as the owner or operator of
properties currently or previously owned, may be required to investigate and clean up certain hazardous or toxic substances,
asbestos-containing materials, or petroleum product releases at the property. We may also be held liable to a federal, state or
local governmental entity or third parties for property damage, injuries resulting from the contamination and for investigation
and clean up costs incurred in connection with the contamination, whether or not we knew of, or were responsible for, the
contamination. Such costs or liabilities could exceed the value of the affected real estate. The presence of contamination or the
failure to remediate contamination may adversely affect our ability to sell or lease real estate or to borrow using the real estate
as collateral. We have several properties that will require or are currently undergoing varying levels of environmental
remediation as a result of contamination from on-site uses by current or former owners or tenants, such as gas stations or dry
cleaners.

Americans with Disabilities Act. Our properties are subject to the Americans with Disabilities Act of 1990. Under this act, all
places of public accommodation are required to comply with federal requirements related to access and use by disabled
persons. The act has separate compliance requirements for “public accommodations” and “commercial facilities” that generally
require that buildings and services, including restaurants and retail stores, be made accessible and available to people with
disabilities. The Act’s requirements could require removal of access barriers and could result in the imposition of injunctive
relief, monetary penalties or, in some cases, an award of damages.

Although we believe that we are in substantial compliance with existing regulations, including environmental and ADA
regulations, we cannot predict the impact of new or changed laws or regulations on properties we currently own or may acquire
in the future. Other than as part of our development or redevelopment projects, we have no current plans for substantial capital
expenditures with respect to compliance with environmental, health, safety and similar laws, and we carry environmental
insurance which covers a number of environmental risks for most of our properties.



Competition

There are numerous commercial developers, real estate companies, REITs and other owners of real estate in the areas in which
our properties are located that compete with us with respect to the leasing of our properties and in seeking land for
development or properties for acquisition. Some of these competitors have substantially greater resources than we have,
although we do not believe that any single competitor or group of competitors in any of the primary markets where our
properties are located are dominant in that market. This level of competition may reduce the number of properties available for
development or acquisition, increase the cost of development or acquisition or interfere with our ability to attract and retain
tenants.

All of our existing properties are located in developed areas that include other shopping centers and other retail properties. The
number of retail properties in a particular area could materially adversely affect our ability to lease vacant space and maintain
the rents charged at our existing properties. We believe that the principal competitive factors in attracting tenants in our market
areas are location, price, anchor tenants and maintenance of properties. Our retail tenants also face competition from other
retailers, outlet stores and discount shopping clubs. This competition could contribute to lease defaults and insolvency of our
tenants.

Employees

Our headquarters are located at 1600 N.E. Miami Gardens Drive, North Miami Beach, Florida 33179. At December 31, 2007,
we had 155 full-time employees and we believe that our relationships with our employees are good.

Available Information

The internet address of our website is www.equityone.net. In the Investor Relations section of our website you can obtain, free
of charge, a copy of our annual report on Form 10-K, our quarterly reports on Form 10-Q, our Supplemental Information
Packages, our current reports on Form 8-K, and any amendments to those or other reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Exchange Act, as soon as reasonably practicable after we electronically file or furnish such
reports or amendments with the SEC. Also available in the corporate governance section of our website, free of charge, are
copies of our Corporate Governance Guidelines, Code of Conduct and Ethics and the charters for our audit committee,
compensation committee and nominating and corporate governance committee. We intend to provide any amendments or
waivers to our Code of Conduct and Ethics that apply to any of our executive officers or our senior financial officers on our
website within four business days following the date of the amendment or waiver. The reference to our website address does
not constitute incorporation by reference of the information contained on our website and should not be considered a part of
this report.

You may also obtain printed copies of any of the foregoing materials from us, free of charge, by contacting our Investor
Relations Department at:

Equity One, Inc.

1600 N.E. Miami Gardens Drive
North Miami Beach, Florida 33179
Attn: Investor Relations Department
(305) 947-1664

You may also read and copy any materials we file with the SEC at the SEC’s Public Reference Room at 100 F Street, NE,
Washington, DC 20549, or you may obtain information by calling the SEC at 1-800-SEC-0330. The SEC maintains an
internet address at http://www.sec.gov that contains reports, proxy statements and information statements, and other
information which you may obtain free of charge.




ITEM 1A. RISK FACTORS

This annual report on Form 10-K and the information incorporated by reference herein contain “forward-looking statements”
within the meaning of Section 27A of the Securities Act of 1933, as amended, Section 21E of the Securities Exchange Act of
1934, as amended, and the Private Securities Litigation Reform Act of 1995. All statements other than statements of historical

facts are forward-looking statements and can be identified by the use of forward-looking 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. Forward-looking

statements are subject to certain risks, trends and uncertainties that could cause actual results to differ materially from those
projected. Some specific risk factors that could impair forward looking statements are set forth below.

These risks factors are not exhaustive. Other sections of this report may include additional factors that could adversely affect
our business and financial performance. Moreover, we operate in a very competitive and rapidly changing environment. New
risk factors emerge from time to time and it is not possible for us to predict all risk factors, nor can we assess the impact of all
risk factors on our business or the extent to which any factor, or combination of factors, may affect our business. Investors
should also refer to our quarterly reports on Form 10-Q and current reports on Form 8-K for future periods for updates to these
risk factors.

We are dependent upon certain key tenants and decisions made by these tenants or adverse developments in the
business of these tenants could have a negative impact on our financial condition.

We own shopping centers which are supported by “anchor” tenants which, due to size, reputation or other factors, are
particularly responsible for drawing other tenants and shoppers to our centers. For instance, Publix Supermarkets is our largest
tenant and accounted for approximately 2.4 million square feet, or approximately 14.1% of our GLA, at December 31, 2007,
and accounts for approximately $19.1 million of minimum rent, or 10.4% of our annualized minimum rent.

At any time, an anchor tenant or other tenant may experience a downturn in its business that may weaken its financial
condition. As a result, tenants may delay lease commencement, fail to make rental payments when due or declare bankruptcy.
We are subject to the risk that these tenants may be unable to make their lease payments or may decline to extend a lease upon
its expiration. Any tenant bankruptcies, leasing delays or failures to make rental payments when due could result in the
termination of the tenant’s lease and material losses to our business and harm to our operating results.

In addition, an anchor tenant may decide that a particular store is unprofitable and close its operations in our center, and, while
the tenant may continue make rental payments, such a failure to occupy its premises could have an adverse effect on the
property. A lease termination by an anchor tenant or a failure by that anchor tenant to occupy the premises could result in lease
terminations or reductions in rent by other tenants in the same shopping center if their leases have “co-tenancy” clauses which
permit cancellation or rent reduction if an anchor tenant’s lease is terminated or the anchor “goes dark.” Vacated anchor tenant
space also tends to adversely affect the entire shopping center because of the loss of the departed anchor tenant’s power to draw
customers to the center. We cannot provide any assurance that we would be able to quickly re-lease vacant space on favorable
terms, if at all. Any of these developments could adversely affect our financial condition or results of operations.

We may experience difficulties and additional costs associated with renting vacant space and space to be vacated in
future years.

Our goal is to improve the performance of our properties by re-leasing vacated space. However, we may not be able to
maintain our overall occupancy. Our ability to continue to lease or re-lease vacant space in these or other properties will be
affected by many factors, including our properties’ locations, current market conditions and covenants found in certain leases
restricting the use of other space at our properties. For instance, in some cases, our tenant leases contain provisions giving the
tenant the exclusive right to sell particular types of merchandise or provide specific types of services within the particular retail
center, or limit the ability of other tenants to sell that merchandise or provide those services. When re-leasing space after a
vacancy, these provisions may limit the number and types of prospective tenants for the vacant space. The failure to lease or to
re-lease on satisfactory terms could harm our operating results.

If we are able to re-lease vacated space, there is no assurance that rental rates will be equal to or in excess of current rental
rates. In addition, we may incur substantial costs in obtaining new tenants, including brokerage commission fees paid by us in
connection with new leases or lease renewals, and the cost of making leasehold improvements.



We have substantial debt obligations which may reduce our operating performance and put us at a competitive
disadvantage.

As of December 31, 2007, we had debt and other liabilities outstanding in the aggregate amount of approximately $1.3 billion.
Many of our loan facilities require scheduled principal and balloon payments. In addition, our organizational documents do not
limit the level or amount of debt that we may incur, nor do we have a policy limiting our debt to any particular level. The
amount of our debt outstanding from time to time could have important consequences to our stockholders. For example, it
could:

e require us to dedicate a substantial portion of our cash flow from operations to payments on our debt, thereby
reducing funds available for operations, property acquisitions, redevelopments and other appropriate business
opportunities that may arise in the future;

< limit our ability to make distributions on our outstanding shares of our common stock, including the payment
of dividends required to maintain our status as a REIT,;

« make it difficult to satisfy our debt service requirements;

< limit our flexibility in planning for, or reacting to, changes in our business and the factors that affect the
profitability of our business, which may place us at a disadvantage compared to competitors with less debt or
debt with less restrictive terms;

< limit our ability to obtain any additional debt or equity financing we may need in the future for working
capital, debt refinancing, capital expenditures, acquisitions, redevelopment or other general corporate
purposes or to obtain such financing on favorable terms; and

e require us to dedicate increased amounts of our cash flow from operations to payments on our variable rate,
unhedged debt if interest rates rise.

If our internally generated cash is inadequate to repay our indebtedness upon maturity, then we will be required to repay debt
through refinancing or equity offerings. If we are unable to refinance our indebtedness on acceptable terms, or at all, we might
be forced to dispose of one or more of our properties potentially upon disadvantageous terms, which might result in losses and
might adversely affect our cash available for distribution. If prevailing interest rates or other factors at the time of refinancing
result in higher interest rates on refinancing, our interest expense would increase, without a corresponding increase in our rental
rates, which would adversely affect our results of operations. Further, if one of our properties is mortgaged to secure payment
of indebtedness and we are unable to meet mortgage payments, or if we are in default under the related mortgage or deed of
trust, such property could be transferred to the mortgagee, or the mortgagee could foreclose upon the property, appoint a
receiver and receive an assignment of rents and leases or pursue other remedies, all with a consequent loss of income and asset
value. Foreclosure could also create taxable income without accompanying cash proceeds, thereby hindering our ability to meet
the REIT distribution requirements under the Code.

Our financial covenants may restrict our operating or acquisition activities, which may harm our financial condition
and operating results.

Our unsecured revolving credit facility, our outstanding senior unsecured notes and much of our existing mortgage
indebtedness contain customary covenants and conditions, including, among others, compliance with various financial ratios
and restrictions upon the incurrence of additional indebtedness and liens on our properties. Furthermore, the terms of some of
this indebtedness will restrict our ability to consummate transactions that result in a change of control or to otherwise issue
equity or debt securities. The existing mortgages also contain customary negative covenants such as those that limit our
ability, without the prior consent of the lender, to further mortgage the applicable property or to discontinue insurance
coverage. If we were to breach covenants in these debt agreements, the lender could declare a default and require us to repay
the debt immediately. If we fail to make such repayment in a timely manner, the lender may be entitled to take possession of
any property securing the loan.

Increases in interest rates cause our borrowing costs to rise and generally adversely affect the market price of our
securities.

Of our approximately $1.3 billion of debt outstanding as of December 31, 2007, approximately $137.0 million bears interest at
variable interest rates, including $100.0 million of fixed rate borrowings that we have converted to floating rate borrowings
through the use of hedging agreements. We also may borrow additional funds at variable interest rates in the future. Increases
in interest rates would increase our interest expense on our variable rate debt and reduce our future earnings and cash flows,
which could adversely affect our ability to service our debt and meet our other obligations and also could reduce the amount
we are able to distribute to our stockholders. Although we may in the future enter into hedging arrangements or other
transactions as to a portion of our variable rate debt to limit our exposure to rising interest rates, the amounts we are required to



pay under the variable rate debt to which the hedging or similar arrangements relate may increase in the event of non-
performance by the counterparties to any of our hedging arrangements.

In addition, the market price of our common stock is affected by the annual distribution rate on the shares of our common
stock. Increasing market interest rates may lead prospective purchasers of our common stock and other securities to seek
alternative investments that offer a higher annual yield which would likely adversely affect the market price of our common
stock and other securities. Finally, increases in interest rates may have the effect of depressing the market value of retail
properties such as ours, including the value of those properties securing our indebtedness.

Geographic concentration of our properties makes our business vulnerable to economic downturns in certain regions or
to other events, like hurricanes, that disproportionately affect those areas.

Approximately 53.6% of our retail property gross leasable area is located in Florida. As a result, economic, real estate and
other, general conditions in Florida will significantly affect our revenues and the value of our properties. Business layoffs or
downsizing, industry slowdowns, changing demographics and other similar factors may adversely affect the economic climate
in Florida. Any resulting oversupply or reduced demand for retail properties in Florida would adversely affect our operating
performance and limit our ability to make distributions to stockholders.

In addition, a significant portion of our retail property gross leasable area is located in coastal areas that are susceptible to the
harmful effects of tropical storms, hurricanes and other similar natural disasters. Most importantly, as of December 31, 2007,
over 59.1% of the total insured value of our portfolio is located in the State of Florida, with approximately 33.7% located in
Miami-Dade, Broward and Palm Beach counties. In 2005, our properties experienced damage from a total of seven named
hurricanes or tropical storms with not all of the storm damages fully insured. While some of these uninsured expenses are
recoverable from our tenants, not all of the leases have provisions permitting reimbursement, and, therefore, we must pay the
remaining amounts. Moreover, with the increased hurricane activity, the cost of property insurance has risen dramatically.
While much of the cost of this insurance is passed on to our tenants as reimbursable property costs, some tenants, particularly
national tenants, do not pay a pro rata share of these costs under their leases. Hurricanes and similar storms also disrupt our
business and the business of our tenants, which could affect the ability of some tenants to pay rent. Therefore, as a result of the
geographic concentration of our properties, we face demonstrable risks, including higher costs, such as uninsured property
losses and higher insurance premiums, and disruptions to our business and the businesses of our tenants. Lastly, the recent
downturn in the real estate and credit markets may adversely affect our liquidity.

Our insurance coverage on our properties may be inadequate therefore increasing the risks to our business.

We currently carry comprehensive insurance on all of our properties, including insurance for liability, fire, flood, rental loss
and acts of terrorism. We also currently carry environmental insurance on most of our properties. All of these policies contain
coverage limitations. We believe these coverages are of the types and amounts customarily obtained for or by an owner of
similar types of real property assets located in the areas where our properties are located. We intend to obtain similar insurance
coverage on subsequently acquired properties.

The availability of insurance coverage may decrease and the prices for insurance may increase as a consequence of significant
losses incurred by the insurance industry. For instance, following the hurricane activity of 2005, property insurance costs in the
State of Florida increased. In the event of future industry losses, we may be unable to renew or duplicate our current insurance
coverage in adequate amounts or at reasonable prices. In addition, insurance companies may no longer offer coverage against
certain types of losses, such as losses from named wind storms or due to terrorist acts and toxic mold, or, if offered, the
expense of obtaining these types of insurance may not be justified. We, therefore, may cease to have insurance coverage
against certain types of losses and/or there may be decreases in the limits of insurance available.

If an uninsured loss or a loss in excess of our insured limits occurs, we could lose all or a portion of the capital we have
invested in a property, as well as the anticipated future revenue from the property, but still remain obligated for any mortgage
debt or other financial obligations related to the property. We cannot guarantee that material losses in excess of insurance
proceeds will not occur in the future. If any of our properties were to experience a catastrophic loss, it could disrupt seriously
our operations, delay revenue and result in large expenses to repair or rebuild the property. Also, due to inflation, changes in
codes and ordinances, environmental considerations and other factors, it may not be feasible to use insurance proceeds to
replace a building after it has been damaged or destroyed or the proceeds could be insufficient. Events such as these could
adversely affect our results of operations and our ability to meet our obligations, including distributions to our stockholders.

We may be unable to sell properties when appropriate because real estate investments are illiquid.

Real estate investments generally cannot be sold quickly. Also, there are limitations under federal income tax laws applicable
to real estate and to REITSs in particular that may limit our ability to sell our assets. We may not be able to alter our portfolio
promptly in response to changes in economic or other conditions. Our inability to respond quickly to changes in the
performance of our investments could adversely affect our ability to meet our obligations and make distributions to our
stockholders.



The federal income tax provisions applicable to REITs provide that any gain realized by a REIT on the sale of property held as
inventory or other property held primarily for sale to customers in the ordinary course of business is treated as income from a
“prohibited transaction” that is subject to a 100 percent penalty tax. Under current law, unless a sale of real property qualifies
for a safe harbor, the question of whether the sale of a property constitutes the sale of property held primarily for sale to
customers is generally a question of the facts and circumstances regarding a particular transaction. We intend to hold our
properties for investment with a view to long-term appreciation, to engage in the business of acquiring and owning properties
and to make occasional sales as are consistent with our investment objectives. We do not intend to engage in prohibited
transactions. We cannot assure you, however, that we will only make sales that satisfy the requirements of the safe harbors or
that the IRS will not successfully assert that one or more of our sales are prohibited transactions.

Our development and redevelopment activities are inherently risky and may not yield anticipated returns, which would
harm our operating results and reduce funds available for distributions to stockholders.

An important component of our growth strategy is the redevelopment of properties within our portfolio and the development of
new shopping centers. At December 31, 2007, we had invested an aggregate of approximately $81.4 million in these
development or redevelopment projects at various stages of completion and anticipate that these projects will require an
additional $46.3 million to complete, based on our current plans and estimates. These developments and redevelopments may
not be as successful as currently expected. Expansion, renovation and development projects entail the following considerable
risks:

< significant time lag between commencement and completion subjects us to greater risks due to fluctuation in
the general economy;

< failure or inability to obtain construction or permanent financing on favorable terms;
< expenditure of money and time on projects that may never be completed,;

< inability to achieve projected rental rates or anticipated pace of lease-up;

< higher-than-estimated construction costs, including labor and material costs; and

e possible delay in completion of the project because of a number of 